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PART I - FINANCIAL INFORMATION
ITEM 1. FINANCIAL STATEMENTS
INSPIRED ENTERTAINMENT, INC. AND SUBSIDIARIES
CONDENSED CONSOLIDATED BALANCE SHEETS
(in thousands, except share data)
June 30,
2018
(Unaudited)
Assets
Current assets
Cash
Accounts receivable, net
Inventory, net
Prepaid expenses and other current assets
Total current assets

$

Property and equipment, net
Software development costs, net
Other acquired intangible assets subject to amortization, net
Goodwill
Other assets
Total assets

$

Liabilities and Stockholders’ Deficit
Current liabilities
Accounts payable
Accrued expenses
Earnout liability
Corporate tax and other current taxes payable
Deferred revenue, current
Other current liabilities
Current portion of long-term debt
Current portion of capital lease obligations
Total current liabilities

$

Long-term debt
Capital lease obligations, net of current portion
Deferred revenue, net of current portion
Earnout liability, net of current portion
Derivative liability
Other long-term liabilities
Total liabilities

September 30,
2017

10,176
17,756
6,417
17,117
51,466
46,445
45,690
6,622
46,387
10,028
206,638

20,008
12,660
8,961
2,056
11,021
3,904
—
523
75,399

$

$

$

20,028
20,469
5,011
17,692
63,200
43,485
46,433
9,240
47,076
9,589
219,023

20,407
18,119
—
3,134
7,209
4,420
7,369
562
61,220

127,923
133
22,678
—
—
1,760
211,627

115,396
532
20,144
16,728
964
6,368
221,352

—

—

—

—

Commitments and contingencies
Stockholders’ deficit
Preferred stock; $0.0001 par value; 1,000,000 shares authorized
Series A Junior Participating Preferred stock; $0.0001 par value; 1,000,000 shares authorized; 49,000 shares
designated; no shares issued and outstanding at June 30, 2018 and September 30, 2017
Common stock; $0.0001 par value; 49,000,000 shares authorized; 20,860,591 shares and 20,402,602 shares
issued and outstanding at June 30, 2018 and September 30, 2017, respectively
Additional paid in capital
Accumulated other comprehensive income
Accumulated deficit
Total stockholders’ deficit
Total liabilities and stockholders’ deficit

$

2
326,967
55,619
(387,577 )
(4,989 )
206,638 $

The accompanying notes are an integral part of these condensed consolidated financial statements.
3

2
323,429
53,145
(378,905 )
(2,329 )
219,023

INSPIRED ENTERTAINMENT, INC. AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS AND COMPREHENSIVE INCOME (LOSS)
(in thousands, except share and per share data)
(Unaudited)
Three Months Ended June 30,
2018
2017
Revenue:
Service
Hardware
Total revenue

$

Cost of sales, excluding depreciation and amortization:
Cost of service
Cost of hardware
Selling, general and administrative expenses
Stock-based compensation expense
Acquisition related transaction expenses
Depreciation and amortization
Net operating income (loss)
Other income (expense)
Interest income
Interest expense
Change in fair value of earnout liability
Change in fair value of derivative liability
Other finance income (costs)
Total other income (expense), net
Net loss before income taxes
Income tax benefit (expense)
Net loss
Other comprehensive income (loss):
Foreign currency translation (loss) gain
Actuarial gains (losses) on pension plan
Other comprehensive income/(loss)
Comprehensive loss
Net loss per common share – basic and diluted

34,536
2,390
36,926

$

26,838
5,473
32,311

Nine Months Ended June 30,
2018
2017
$

98,136
7,630
105,766

$

77,478
9,930
87,408

(5,862)
(2,085)
(15,245)
(1,485)
(14)
(10,616 )
1,619

(4,166)
(4,908)
(13,786)
(1,377)
(74)
(8,705 )
(705 )

(17,075)
(7,058)
(47,241)
(5,934)
(816)
(31,296 )
(3,654 )

(11,146)
(8,520)
(41,922)
(2,703)
(11,346)
(23,877 )
(12,106 )

36
(5,185)
(644)
—
194
(5,599 )

8
(5,013)
(2,384)
(270)
(55 )
(7,714 )

167
(15,253)
7,767
1,872
584
(4,863 )

20
(23,978)
(3,262)
(349)
(162 )
(27,731 )

(3,980)
(39 )
(4,019 )

(8,419)
86
(8,333 )

(8,517)
(155 )
(8,672 )

(39,837)
3
(39,834 )

(188)
2,984
2,796

(569)
(1,611 )
(2,180 )

234
2,240
2,474

17,565
(4,734 )
12,831

$

(1,223 )

$

(10,513 ) $

(6,198 ) $

(27,003 )

$

(0.19 )

$

(0.41 ) $

(0.42 ) $

(2.26 )

Weighted average number of shares outstanding during the period –
basic and diluted

20,860,591

20,378,002

20,718,682

The accompanying notes are an integral part of these condensed consolidated financial statements.
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17,607,808

INSPIRED ENTERTAINMENT, INC. AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENT OF STOCKHOLDERS’ DEFICIT
(in thousands, except share data)
(Unaudited)
Additional
paid in
capital

Common stock
Shares
Amount
Balance at October 1, 2017
Foreign currency translation adjustments
Actuarial gains on pension plan
Shares issued on exercise of warrants
Shares issued upon net settlement of RSUs and RSAs
Stock-based compensation expense
Reclassification of RSUs from derivative liability due
to stockholder approval of Second Long-Term
Incentive Plan
Reclassification of RSUs to derivative liability due to
modification
Net loss
Balance at June 30, 2018

20,402,602
—
—
50
457,939
—

$

2
—
—
—
—
—

—

—

—
—
20,860,591

—
—
2

$

$

Accumulated
other
comprehensive
income

323,429 $
—
—
1
(1,043)
3,214
2,848

$

(1,482)
—
326,967 $

53,145
234
2,240
—
—
—

Accumulated
deficit
$

—
—
—
55,619

(378,905) $
—
—
—
—
—
—

$

The accompanying notes are an integral part of these condensed consolidated financial statements.
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Total
stockholders’
deficit

—
(8,672 )
(387,577 ) $

(2,329)
234
2,240
1
(1,043)
3,214
2,848
(1,482)
(8,672 )
(4,989 )

INSPIRED ENTERTAINMENT, INC. AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
(in thousands)
(Unaudited)
Nine Months Ended June 30,
2018
2017
Cash flows from operating activities:
Net loss
Adjustments to reconcile net loss to net cash provided by operating activities:
Depreciation and amortization
Stock-based compensation expense
Change in fair value of derivative liability
Change in fair value of earnout liability
Non-cash interest expense relating to senior debt
Non-cash interest expense relating to PIK loan notes
Changes in assets and liabilities:
Accounts receivable
Inventory
Prepaid expenses and other assets
Corporate tax and other current taxes payable
Accounts payable
Other current liabilities
Deferred revenues and customer prepayment
Accrued expenses
Other long-term liabilities
Net cash provided by operating activities

$

(8,672) $

(39,834)

31,296
5,625
(1,872)
(7,767)
5,824
—

23,877
2,703
349
3,262
—
9,762

2,392
(1,569)
1,061
(1,883)
(4,126)
(69)
6,807
(5,274)
(4,004 )
17,769

1,470
3,029
(3,976)
(926)
4,790
(11)
2,931
(703)
(2,524 )
4,199

(14,914)
(13,228 )
(28,142 )

(12,761)
(16,304 )
(29,065 )

Cash flows from financing activities:
Proceeds from issuance of revolver and long-term debt
Cash received in connection with Merger
Proceeds from sale of common stock
Repayments of long-term debt
Repayments of finance leases
Net cash provided by financing activities

9,290
—
—
(7,713)
(438 )
1,139

5,732
36,664
1,645
—
(91 )
43,950

Effect of exchange rate changes on cash
Net (decrease) increase in cash
Cash, beginning of period
Cash, end of period

$

(618 )
(9,852)
20,028
10,176 $

2,130
21,214
1,486
22,700

Supplemental cash flow disclosures
Cash paid during the period for interest
Cash paid during the period for income taxes

$
$

12,483
7

$
$

10,362
66

Supplemental disclosure of noncash investing and financing activities
Additional paid in capital from net settlement of RSUs
Additional paid in capital reclassified to derivative liability
Additional paid in capital reclassified from derivative liability
Derivative liability reclassified to accrued expenses
Fair value adjustment of PIK shareholder loans
Property acquired through capital lease

$
$
$
$
$
$

(1,043)
(1,482)
2,848
126
—
—

$
$
$
$
$
$

—
—
—
—
174,990
1,208

Cash flows from investing activities:
Purchases of property and equipment
Purchases of capital software
Net cash used in investing activities

The accompanying notes are an integral part of these condensed consolidated financial statements.
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INSPIRED ENTERTAINMENT, INC. AND SUBSIDIARIES
NOTES TO INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
JUNE 30, 2018
(in thousands, except share and per share data)
(Unaudited)
1.

Nature of Operations, Management’s Plans and Summary of Significant Accounting Policies
Company Description and Nature of Operations

Inspired Entertainment, Inc. (the “Company,” the “group,” “we,” “our,” and “us”) is a global business-to-business gaming technology company,
supplying Virtual Sports, Mobile and Server Based Gaming (“SBG”) systems to regulated lottery, betting and gaming operators worldwide. We provide endto-end digital gaming solutions on our proprietary and secure network, which accommodates a wide range of devices, including land-based gaming machine
terminals, mobile devices such as smartphones and tablets and online computer and social applications.
The Company was formed in Delaware on May 30, 2014 under the name Hydra Industries Acquisition Corp. as a “blank check company” for the purpose
of acquiring, through a merger, capital stock exchange, asset acquisition, stock purchase, reorganization, recapitalization or other similar business
transaction, one or more operating businesses or assets. On December 23, 2016 (the “Closing Date”), the Company consummated a business combination by
acquiring Inspired Gaming Group pursuant to a share sale agreement dated as of July 13, 2016 (the “Sale Agreement”), by and among the Company and those
persons identified on Schedule 1 to the Sale Agreement, including DMWSL 633 Limited. Pursuant to the Sale Agreement, the Company acquired all of the
outstanding equity and shareholder loan notes of Inspired Gaming Group. We refer to such acquisition and to the other transactions contemplated by the Sale
Agreement, collectively, as the “Business Combination” or the “Merger.”
Management Liquidity Plans
As of June 30, 2018, the Company’s cash on hand was $10,176 and the Company had a working capital deficit of $7,667. As of June 30, 2018, $2,593 of
our cash on hand had arisen in Greece and was being held in our Greek accounts. In the ordinary course of business, we seek, from time to time, to transfer
funds earned in Greece to our accounts outside of Greece. However, Greece imposes capital controls that complicate, and can delay or prevent, the flow of
capital out of that country. The Company recorded net losses of $8,672 and $39,834 for the nine months ended June 30, 2018 and 2017, respectively. The
net losses arose principally due to interest on shareholder loan notes in the prior year, which are no longer a liability of the Company following the Merger,
and non-cash items, including stock-based compensation. Historically, annually the Company has generally had positive cash flows from operating activities
and has relied on a combination of cash flows provided by operations and the incurrence of debt and/or the refinancing of existing debt to fund its
obligations. The working capital deficit of $7,667 includes non-cash settled items of $8,961 for the earnout liability and $11,021 of deferred income.
Management currently believes that the Company’s cash balances on hand, cash flows expected to be generated from operations, ability to control and defer
capital projects and amounts available from the Company’s external borrowings will be sufficient to fund the Company’s net cash requirements through
August 2019.
Basis of Presentation
The accompanying unaudited interim condensed consolidated financial statements have been prepared in accordance with accounting principles
generally accepted in the United States of America (“U.S. GAAP”) for interim financial information and pursuant to the instructions to Form 10-Q and Article
8 of Regulation S-X of the United States Securities and Exchange Commission (“SEC”). Certain information or footnote disclosures normally included in
financial statements prepared in accordance with U.S. GAAP have been condensed or omitted, pursuant to the rules and regulations of the SEC for interim
financial reporting. Accordingly, they do not include all the information and footnotes necessary for a comprehensive presentation of financial position,
results of operations, or cash flows. It is management’s opinion, however, that the accompanying unaudited interim condensed consolidated financial
statements include all adjustments, consisting of a normal recurring nature, which are necessary for a fair presentation of the financial position, operating
results and cash flows for the periods presented.
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INSPIRED ENTERTAINMENT, INC. AND SUBSIDIARIES
NOTES TO INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
JUNE 30, 2018
(in thousands, except share and per share data)
(Unaudited)
The accompanying unaudited interim condensed consolidated financial statements should be read in conjunction with the Company’s consolidated
financial statements and notes thereto for the periods ended September 30, 2017, September 24, 2016 and September 26, 2015. The financial information as
of September 30, 2017 is derived from the audited consolidated financial statements presented in the Company’s Annual Report on Form 10-K filed with the
SEC on December 4, 2017. The interim results for the three and nine months ended June 30, 2018 are not necessarily indicative of the results to be expected
for the year ending September 30, 2018 or for any future interim periods.
The Company changed its reporting year end from a 52-week period ending on the last Saturday in September to a September 30 year end, commencing
with the year ended September 30, 2017. Accordingly, the nine-month period ended June 30, 2017 includes the results of operations for the Company for the
period from September 25, 2016 through June 30, 2017.
Principles of Consolidation
All monetary values set forth in these unaudited interim condensed consolidated financial statements are in US Dollars (“USD”) unless otherwise stated
herein. The accompanying unaudited interim condensed consolidated financial statements include the results of the Company and its wholly-owned
subsidiaries. All significant intercompany balances and transactions have been eliminated in consolidation.
Foreign Currency Translation
For most of our operations, the British pound (GBP) is our functional currency. Our reporting currency is the U.S. Dollar. We also have operations where
the local currency is the functional currency, including our operations in mainland Europe and South America. Assets and liabilities of foreign operations are
translated at period-end rates of exchange, equity is translated at historical rates of exchange and results of operations are translated at the average rates of
exchange for the period. Gains or losses resulting from translating the foreign currency financial statements are recorded as a separate component of
accumulated other comprehensive loss in stockholders’ deficit. Gains or losses resulting from foreign currency transactions are included in selling, general
and administrative expenses and interest income (expense) in the condensed consolidated statements of operations and comprehensive loss.
Use of Estimates
The preparation of unaudited interim condensed consolidated financial statements in conformity with U.S. GAAP requires management to make
estimates and judgments that affect the reported amounts of assets and liabilities and the disclosure of contingent assets and liabilities at the date of the
consolidated financial statements and the reported amounts of revenues and expenses during the reporting period. On an ongoing basis, management
evaluates these estimates, including those related to the revenue recognition for contracts involving software and non-software elements, allowance for
doubtful accounts, inventory reserve for net realizable value, goodwill and intangible assets, useful lives of long-lived assets, stock-based compensation,
valuation allowances on deferred taxes, earnout liability, commitments and contingencies and litigation, among others. Management bases its estimates on
historical experience and on various other assumptions that are believed to be reasonable under the circumstances. We regularly evaluate these significant
factors and make adjustments when facts and circumstances dictate. Actual results may differ from these estimates.
Recently Issued Accounting Standards
In May 2014, the Financial Accounting Standards Board (“FASB”) issued Accounting Standards Update (“ASU”) No. 2014-09 (ASC 606), “Revenue
from Contracts with Customers,” which was subsequently modified in August 2015 by ASU No. 2015-14, “Revenue from Contracts with Customers: Deferral
of the Effective Date” (“ASU 2014-09”). As a result, ASU No. 2014-09 is effective for fiscal years and interim periods within those years beginning after
December 15, 2018. The core principle of ASU No. 2014-09 is that companies should recognize revenue when the transfer of promised goods or services to
customers occurs in an amount that reflects what the company expects to receive. It requires additional disclosures to describe the nature, amount, timing and
uncertainty of revenue and cash flows from contracts with customers. The Company will adopt the standard on October 1, 2019, which may result in a
cumulative-effect adjustment for deferred revenue to the opening balance sheet for 2017 and the restatement of the financial statements for all prior periods
presented. The Company is currently evaluating the impact of the new guidance on its consolidated financial statements. In 2016 and 2017, the FASB issued
additional ASUs that clarify the implementation guidance on principal versus agent considerations (ASU 2016-08), on identifying performance obligations
and licensing (ASU 2016-10), and on narrow-scope improvements and practical expedients (ASU 2016-12), as well as on the revenue recognition criteria and
other technical corrections (ASU 2016-20, ASU 2017-13 and ASU 2017-14).
8

INSPIRED ENTERTAINMENT, INC. AND SUBSIDIARIES
NOTES TO INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
JUNE 30, 2018
(in thousands, except share and per share data)
(Unaudited)
2.

Accounts Receivable
Accounts receivable consist of the following:

Trade receivables
Less: long-term receivable recorded in other assets
Other receivables
Allowance for doubtful accounts
Total accounts receivable, net
3.

$

$

June 30,
2018
22,519
(2,588)
114
(2,289 )
17,756

September 30,
2017
$
25,527
(3,235)
135
(1,958 )
$
20,469

June 30,
2018
4,155
2,262
6,417

September 30,
2017
$
4,100
911
$
5,011

Inventory
Inventory consists of the following:

Component parts
Finished goods
Total inventories

$
$

Component parts include parts for gaming terminals. Included in component parts are reserves for excess and slow-moving inventory of $460 and $419
as of June 30, 2018 and September 30, 2017, respectively. Our finished goods inventory primarily consists of gaming terminals which are ready for sale.
4.

Prepaid Expenses and Other Assets
Prepaid expenses and other assets consist of the following:

Prepaid expenses and other assets
Unbilled accounts receivable
Total prepaid expenses and other assets
5.

$
$

June 30,
2018
5,484
11,633
17,117

September 30,
2017
$
8,150
9,542
$
17,692

June 30,
2018

September 30,
2017
$
371
105,525
8,428
3,358
117,682
(74,197 )
$
43,485

Property and Equipment, net

Short-term leasehold property
Video lottery terminals
Computer equipment
Plant and machinery

$

Less: accumulated depreciation and amortization
$
9

365
118,969
8,487
3,284
131,105
(84,660 )
46,445

INSPIRED ENTERTAINMENT, INC. AND SUBSIDIARIES
NOTES TO INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
JUNE 30, 2018
(in thousands, except share and per share data)
(Unaudited)
Depreciation and amortization expense amounted to $5,398 and $4,669 for the three months ended June 30, 2018 and 2017, respectively, and $15,456
and $13,827 for the nine months ended June 30, 2018 and 2017, respectively.
6.

Software Development Costs, net
Software development costs, net consisted of the following:

Software development costs
Less: accumulated amortization

$
$

June 30,
2018
101,572
(55,882 )
45,690

September 30,
2017
$
89,468
(43,035 )
$
46,433

During the three and nine months ended June 30, 2018, the Company capitalized $4,447 and $13,127 of software development costs, respectively.
Amounts in the above table include $1,352 and $2,676 of internal use software at June 30, 2018 and September 30, 2017, respectively.
The total amount of software costs amortized was $4,366 and $3,232 for the three months ended June 30, 2018 and 2017, respectively, and $12,927 and
$7,425 for the nine months ended June 30, 2018 and 2017, respectively. Software costs written down to net realizable value amounted to $0 and $342 for the
three and nine months ended June 30, 2018, respectively, and $0 and $263 for the three and nine months ended June 30, 2017, respectively. The weighted
average amortization period was 3.2 years for the three and nine months ended June 30, 2018.
The estimated software amortization expense for the years ending September 30 are as follows:
Year ending September 30,
2018 (three months)
2019
2020
2021
2022
2023
Total
7.

$

$

4,346
16,014
13,213
8,304
2,742
1,071
45,690

Intangible Assets and Goodwill

The following tables present certain information regarding our intangible assets. Amortizable intangible assets are being amortized on a straight-line
basis over their estimated useful lives of ten years with no estimated residual values, which materially approximates the expected pattern of use.

Trademarks
Customer relationships

$

Less: accumulated amortization
$
10

June 30,
2018
17,854
15,258
33,112
(26,490 )
6,622

September 30,
2017
$
18,119
15,485
33,604
(24,364 )
$
9,240

INSPIRED ENTERTAINMENT, INC. AND SUBSIDIARIES
NOTES TO INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
JUNE 30, 2018
(in thousands, except share and per share data)
(Unaudited)
Aggregate intangible asset amortization expense amounted to $853 and $804 for the three months ended June 30, 2018 and 2017, respectively, and
$2,572 and $2,362 for the nine months ended June 30, 2018 and 2017, respectively.
The estimated intangible asset amortization expense for the years ending September 30 are as follows:
Year ending September 30,
2018 (three months)
2019
2020
Total

$

$

828
3,311
2,483
6,622

Goodwill
The difference in the carrying amount of goodwill at June 30, 2018 and September 30, 2017 (amounting to $689), as reported in the accompanying
unaudited interim condensed consolidated balance sheets, is attributable to foreign currency translation adjustments.
8.

Accrued Expenses
Accrued expenses consist of the following:

Direct costs of sales
Accrued corporate cost expenses
Interest payable - cash
Interest payable – payment in kind
Asset retirement obligations
Other creditors

$

$
9.

June 30,
2018
4,007
2,997
808
642
43
4,163
12,660

September 30,
2017
$
6,038
2,257
4,116
664
40
5,004
$
18,119

June 30,
2018
3,904
—
3,904
899
861
—
1,760
5,664

September 30,
2017
$
4,346
74
4,420
2,079
866
3,423
6,368
$
10,788

Other Liabilities
Other liabilities consist of the following:

Customer prepayments and deposits
Foreign exchange contract liabilities
Total other liabilities, current
Other payables, net of current portion
Asset retirement obligations
Pension liability
Total other liabilities, long-term

$

$
11

INSPIRED ENTERTAINMENT, INC. AND SUBSIDIARIES
NOTES TO INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
JUNE 30, 2018
(in thousands, except share and per share data)
(Unaudited)
10. Long Term and Other Debt
Outstanding Debt and Capital Leases
The following reflects outstanding debt and capital leases as of the dates indicated below:

Senior bank debt
Capital leases and hire purchase contract
Total long-term debt outstanding
Less: current portion of long-term debt
Long-term debt, excluding current portion

$

$

June 30,
2018
127,923
656
128,579
(16,789 )
111,790

September 30,
2017
$
122,765
1,094
123,859
(7,931 )
$
115,928

The Company is in compliance with all relevant financial covenants and the long term debt portion is correctly classified as such in line with the
underlying agreements.
Long term debt for the years ending September 30 matures as follows:

Senior bank
debt

Fiscal period:
2018 (three months)
2019
2020
2021
2022
2023
Total

$

$

—
—
—
16,266
—
111,657
127,923

Capital leases
and hire
purchase
contract
132
454
70
—
—
—
$
656

Total
132
454
70
16,266
—
111,657
128,579

11. Fair Value Measurements
Fair value is defined as the exchange price that would be received for an asset or paid to transfer a liability (an exit price) in the principal or most
advantageous market for the asset and liability in an orderly transaction between market participants at the measurement date. We estimate the fair value of
our assets and liabilities utilizing an established three-level hierarchy. The hierarchy is based upon the transparency of inputs to the valuation of an asset or
liability as of the measurement date as follows:
Level 1:

Quoted prices in active markets for identical assets or liabilities.
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Level 2:

Observable inputs other than Level 1 prices, such as quoted prices for similar assets or liabilities, quoted prices in markets with insufficient
volume or infrequent transactions (less active markets), or model-derived valuations in which all significant inputs are observable or can be
derived principally from or corroborated with observable market data for substantially the full term of the assets or liabilities. Level 2 inputs
also include non-binding market consensus prices that can be corroborated with observable market data, as well as quoted prices that were
adjusted for security-specific restrictions.

Level 3:

Unobservable inputs that are supported by little or no market activity that are significant to the fair value of the asset or liability. Level 3
inputs also include non-binding market consensus prices or non-binding broker quotes that are unable to be corroborated with observable
market data.

The fair value of our financial assets and liabilities is determined by reference to market data and other valuation techniques as appropriate. We believe
the fair value of our financial instruments, which are principally cash, accounts receivable, prepaid expenses and other current assets, accounts payable and
other long term liabilities, approximates their recorded values.
For each period, derivative financial instrument assets and liabilities measured at fair value on a recurring basis are included in the financial statements
as per the table below.
Level
3
2
2
2

Earnout liability (see Note 12)
Derivative liability (see Note 13)
Long term receivable (included in other assets)
Foreign exchange contract liability (included in other current liabilities)

$
$
$
$

June 30,
2018
8,961
—
2,588
—

September 30,
2017
$
16,728
$
964
3,235
$
74

Level 3 liabilities are valued using unobservable inputs to the valuation methodology that are significant to the measurement of the fair value of the
derivative liabilities. For fair value measurements categorized within Level 3 of the fair value hierarchy, the Company’s principal financial officer, who
reports to the principal executive officer, determines its valuation policies and procedures. The development and determination of the unobservable inputs
for Level 3 fair value measurements and fair value calculations are the responsibility of the Company’s principal financial officer and approved by the
principal executive officer.
Level 3 financial liabilities consist of the earnout liability for which there is no current market for these securities such that the determination of fair
value requires significant judgment or estimation. Changes in fair value measurements categorized within Level 3 of the fair value hierarchy are analyzed
each period based on changes in estimates or assumptions and recorded as appropriate (see Note 12).
At June 30, 2018 and September 30, 2017, there were no transfers in or out of Level 3 from other levels in the fair value hierarchy.
13

INSPIRED ENTERTAINMENT, INC. AND SUBSIDIARIES
NOTES TO INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
JUNE 30, 2018
(in thousands, except share and per share data)
(Unaudited)
12. Earnout Liability
An earnout payment of up to 2,500,000 shares of the Company’s common stock, subject to certain customary anti-dilution adjustments (the “Earnout
Consideration”) shall be paid to the previous owners of Inspired Gaming Group (the “Selling Group”) and will be determined based on the financial
performance of the Company’s businesses in six specific countries, China, Colombia, Greece, Norway, Spain and Ukraine (collectively, the “Earnout
Jurisdictions”), as measured by earnings before interest, taxes, depreciation and amortization (“EBITDA”) for the twelve months ending September 30, 2018
(the “Earnout Period”). If such EBITDA is equal to or greater than £15,000 ($19,805), the Selling Group will receive an aggregate of 2,500,000 shares of
common stock. If such EBITDA is less than £15,000 ($19,805), the Selling Group will receive the number of shares equal to the product of (x) 2,500,000 and
(y) a fraction, the numerator of which is such EBITDA and the denominator of which is £15,000 ($19,805).
In accordance with ASC 815, “Derivatives and Hedging” (“ASC 815”), the earnout shares are not considered indexed to the Company’s own stock and
therefore are accounted for as a liability with fair value changes being recorded in the condensed consolidated statements of operations and comprehensive
loss. The fair value of the Earnout Consideration is calculated using a Monte Carlo simulation to estimate the variance and relative risk of achieving future
EBITDA during the Earnout Period in the Earnout Jurisdictions. This model is a discrete-time model that allows for sources of uncertainty, simulates the
movements of the underlying metric and calculates the resulting derivative value for each trial. Such simulations are performed for a number of trials and the
average value across all trials is determined in order to arrive at the concluded value of such derivative. The Earnout Consideration was valued at $8,961 and
$16,728 at June 30, 2018 and September 30, 2017, respectively.
The key assumptions in applying the Monte Carlo simulation include the Company’s stock price, the Earnout Period EBITDA in the Earnout
Jurisdictions for the period ending September 30, 2018, a risk-adjusted discount rate of 13.7% as of June 30, a standard deviation of 44.7% as of June 30,
2018 (based on the expected standard deviation of the Earnout Period EBITDA), a normal distribution of Earnout Period EBITDA and a Monte Carlo
simulation run 100,000 times.
Significant increases or decreases to any of these inputs in isolation would result in a significantly higher or lower liability, with a higher liability
capped by the contractual maximum Earnout Consideration obligation (a maximum of 2,500,000 shares). Ultimately, the liability will be equivalent to the
amount paid in shares, and the difference between the fair value estimate and amount paid will be recorded in earnings.
The following table provides a reconciliation of the beginning and ending balances for the earnout liability measured using significant unobservable
inputs (Level 3):
Balance – September 30, 2017
Change in fair value of earnout liability
Balance – June 30, 2018

$
$

16,728
(7,767 )
8,961

13. Derivative Liability
The Company’s Second Long-Term Incentive Plan (the “Second Incentive Plan”) was adopted by the Company’s Board of Directors in December 2016
subject to approval by the Company’s stockholders, which was obtained in March 2018. Awards granted under the Second Incentive Plan prior to approval
by stockholders were classified as a derivative liability due to the Company’s obligation to settle such awards in cash in the event stockholders did not
approve the plan. Such obligation was eliminated upon stockholder approval being obtained, which resulted in the liability being reclassified to additional
paid in capital at the fair value amount of $2,848.
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14. Stock-Based Compensation
The Company’s stock-based compensation plans authorize awards of restricted stock units, stock options and other equity awards. As of June 30, 2018,
there were 2,383,280 shares subject to outstanding awards and 1,133,207 shares remaining available for future awards.
On January 2, 2018, the Company granted 27,000 RSUs under its 2016 Long-Term Incentive Plan (the “First Incentive Plan”) to members of the
Company’s Board of Directors. One-quarter of the RSUs vested on the date of grant, with the remaining RSUs vesting quarterly on April 1, 2018, July 1, 2018
and October 1, 2018. The weighted average fair value of the awards on the date of grant was $9.70 per share. The grant date fair value of the awards is being
recognized as compensation expense over the vesting period. The aggregate grant date fair value of the RSUs amounted to $262, of which the Company
recorded $71 and $154 as compensation expense during the three and nine months ended June 30, 2018, respectively.
On May 1, 2018, the Company granted 100,000 RSUs under the Second Incentive Plan to a member of the Company’s executive team, which will vest
on May 1, 2020. The weighted average fair value of the award on the date of grant was $4.95 per share. The grant date fair value of the award is being
recognized as compensation expense over the vesting period. The aggregate grant date fair value of the RSUs amounted to $495, of which the Company
recorded $41 as compensation expense during the three and nine months ended June 30, 2018.
Stock-based compensation is recognized as an expense on a straight-line basis over the requisite service period, which is generally the vesting period.
The modification of certain awards held by two executive officers of the Company in December 2017 resulted in $2,105 of incremental compensation cost
being recognized as of the modification date.
The Company recognized stock-based compensation expense as follows:
Three Months Ended
June 30,
2018
2017
Restricted Stock and Restricted Stock Units
Modification of awards
Payroll taxes on vesting of Restricted Stock Units

$

$

1,485
—
—
1,485

$

$

Nine Months Ended
June 30,
2018
2017
1,377
—
—
1,377

$

$

3,519
2,105
310
5,934

$

$

2,703
—
—
2,703

15. Accumulated Other Comprehensive Loss (Income)
The accumulated balances for each classification of comprehensive loss (income) are presented below:
Foreign
Currency
Translation
Adjustments
$
(78,668)
(234 )
$
(78,902 )

Balance at September 30, 2017
Change during the period
Balance at June 30, 2018

Unrecognized
pension benefit
costs
$
25,523
(2,240 )
$
23,283

Accumulated
Other
Comprehensive
Loss (Income)
$
(53,145)
(2,474 )
$
(55,619 )

16. Net Loss per Share
Basic loss per share (“EPS”) is computed by dividing net loss available to common stockholders by the weighted average number of common shares
outstanding during the period, excluding the effects of any potentially dilutive securities. Diluted EPS gives effect to all dilutive potential of shares of
common stock outstanding during the period, including stock options, restricted stock and warrants, using the treasury stock method, and convertible debt or
convertible preferred stock, using the if-converted method. Diluted EPS excludes all dilutive potential of shares of common stock if their effect is antidilutive.
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The computation of diluted EPS excludes the common stock equivalents of the following potentially dilutive securities because their inclusion would
be anti-dilutive:
Three and Nine Months Ended
June 30,
2018
2017
2,500,000
2,500,000
1,759,164
756,331
624,116
2,012,445
9,539,615
9,539,615
14,422,895
14,808,391

Earnout Shares
Restricted Stock Units
Unvested Restricted Stock
Stock Warrants

17. Income Taxes
On December 22, 2017 several significant changes to the U.S. tax code were signed into law under the Tax Cuts and Jobs Act (the “Act”). Included
amongst such changes is a reduction of the US corporate tax rate from 35% to 21%. Most of the effective dates of provisions in the Act are based on tax years
beginning after December 31, 2017. Accordingly, many of the related provisions should not impact the Company until the fiscal year beginning October 1,
2018. Nonetheless, the Company continues to evaluate the impact of the Act on the tax provision.
Income taxes are accounted for under the asset and liability method. Our provision for income taxes is principally based on current period income (loss),
changes in deferred tax assets and liabilities and changes in estimates with regard to uncertain tax positions. We estimate current tax expense and assess
temporary differences resulting from differing treatments of items for tax and accounting purposes using enacted tax rates in effect for each taxing jurisdiction
in which we operate for the period in which those temporary differences are expected to be recovered or settled. These differences result in deferred tax assets
and liabilities. Our total deferred tax assets are principally comprised of depreciation and net operating loss carry forwards.
The effective income tax rate for the three months ended June 30, 2018 and 2017 was (1.0%) and 1.0%, respectively, resulting in a ($39) and $86 income
tax (expense)/benefit, respectively. The effective income tax rate for the nine months ended June 30, 2018 and 2017 was (1.8%) and 0.0%, respectively,
resulting in a ($155) and $3 income tax (expense)/benefit, respectively. The income tax expense for the three and nine months ended June 30, 2018 differs
from the amount that would be expected after applying the statutory U.S. federal income tax rate primarily due to the impact of the U.S. statutory tax rate
change on deferred tax assets and liabilities, changes in the valuation allowance for deferred taxes and the net losses generated by the Company’s non-US
foreign subsidiaries. The income tax expense for the three and nine months ended June 30, 2017 differs from the amount that would be expected after
applying the statutory U.S. federal income tax rate primarily due to the changes in the valuation allowance for deferred taxes and the net losses generated by
the Company’s non-US foreign subsidiaries.
In assessing the realizability of deferred tax assets, management considers whether it is more likely than not that some portion or all of the deferred
income tax assets will not be realized. The ultimate realization of deferred income tax assets is dependent upon the generation of future taxable income
during the periods in which those temporary differences become deductible. Management considered the scheduled reversal of deferred income tax
liabilities, projected future taxable income, and tax planning strategies in making this assessment. Based on the consideration of these items, management
determined that it is more likely than not that the Company will not realize the deferred income tax asset balances and therefore, recorded a full valuation
allowance of $51,575 as of June 30, 2018.
The utilization of the Company’s pre-Merger net operating losses are subject to a limitation due to the “change of ownership provisions” under Section
382 of the Internal Revenue Code and similar state provisions.
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18. Related Parties
We occupy office space leased by a company affiliated with our Executive Chairman. We acquired inventory and paid maintenance expenses for the
office.

Hydra Management LLC

Selling, general and administrative expenses

$

Three Months Ended
June 30,
2018
2017
(17) $
(54) $

Nine Months Ended
June 30,
2018
2017
(117) $
(108)

We incurred certain offering expenses in connection with an underwritten public offering of shares principally held by our largest stockholder,
Landgame S.à.r.l, which closed in January 2018 as to which our expenses were reimbursed by the selling stockholders. For the three and nine months ended
June 30, 2018, the aggregate amount invoiced for reimbursement was $20 and $670, respectively.
We paid consulting fees to an entity owned by Jim O’Halleran, who was a director of Inspired prior to the Business Combination. For the three and nine
months ended June 30, 2017, the fees totaled $11 and $304, respectively. The agreement terminated in November 2017.
An affiliate of Landgame S.à.r.l has had an ownership interest in one of our customers. For the three and nine months ended June 30, 2017, we received
contract revenues totaling $404 and $1,201, respectively. We also had an accounts receivable balance with respect to such customer in the amount of $633 as
of September 30, 2017, which was no longer outstanding as of June 30, 2018.
19. Commitments and Contingencies
Legal Matters
From time to time, the Company may become involved in lawsuits and legal matters arising in the ordinary course of business. While the Company
believes that, currently, it has no such matters that are material, there can be no assurance that existing or new matters arising in the ordinary course of
business will not have a material adverse effect on the Company’s business, financial condition or results of operations.
20. Pension Plan
We operate a scheme which is comprised of a separately managed defined benefit section and a defined contribution section. The defined benefit section
is closed to future accruals for services rendered to the Company. We estimate that $3,318 will be contributed to the pension plan during the year ending
September 30, 2018.
The total amount of employer contributions paid during the nine months ended June 30, 2018 amounted to $2,559. We expect to contribute $759 during
the remaining part of the fiscal period.
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For the nine months ended June 30, 2018 and 2017, the components of total periodic benefit costs were as follows:
Nine Months Ended
June 30,
2018
2017
Components of net periodic (benefit)/cost:
Service cost
Interest cost
Expected return on plan assets
Net periodic (benefit)/cost

$

—
2,217
(2,800 )
(583 )

$

$

—
2,463
(2,301 )
162

$

21. Segment Reporting and Geographic Information
The Company operates its business along two operating segments, which are segregated on the basis of revenue stream: Server Based Gaming and Virtual
Sports. The Company believes this method of segment reporting reflects both the way its business segments are managed and the way the performance of
each segment is evaluated.
The following tables present revenue, cost of sales, excluding depreciation and amortization, selling, general and administrative expenses, depreciation
and amortization, stock-based compensation expense and acquisition related transaction expenses, operating profit/(loss), total assets and total capital
expenditures for the three and nine months ended June 30, 2018, respectively, by business segment. Certain unallocated corporate function costs have not
been allocated to the Company’s reportable operating segments because these costs are not allocable and to do so would not be practical. Corporate function
costs consist primarily of selling, general and administrative expenses, depreciation and amortization, capital expenditures, cash, prepaid expenses and
property and equipment and software development costs relating to corporate/shared functions.
Segment Information
Three Months Ended June 30, 2018
Server
Based
Gaming
Revenue:
Service
Hardware
Total revenue
Cost of sales, excluding depreciation and amortization:
Cost of service
Cost of hardware
Selling, general and administrative expenses
Stock-based compensation expense
Acquisition related transaction expenses
Depreciation and amortization
Segment operating income (loss)

$

24,549
2,390
26,939

Virtual
Sports
$

(4,582)
(2,085)
(3,802)
(65)
—
(8,829 )
7,576

9,987
—
9,987

Corporate
Functions
$

(1,280)
—
(1,784)
(72)
—
(1,456 )
5,395

Total
—
—
—

$

—
—
(9,659)
(1,348)
(14)
(331 )
(11,352 )

Net operating gain

34,536
2,390
36,926
(5,862)
(2,085)
(15,245)
(1,485)
(14)
(10,616 )
1,619

$

1,619

Total assets at June 30, 2018

$

117,022

$

72,163

$

17,453

$

206,638

Total goodwill at June 30, 2018
Total capital expenditures for the three months ended June 30, 2018

$
$

—
11,909

$
$

46,387
2,175

$
$

—
—

$
$

46,387
14,084
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Three Months Ended June 30, 2017
Server
Based
Gaming
Revenue:
Service
Hardware
Total revenue
Cost of sales, excluding depreciation and amortization:
Cost of service
Cost of hardware
Selling, general and administrative expenses
Stock-based compensation expense
Acquisition related transaction expenses
Depreciation and amortization
Segment operating income (loss)

$

17,834
5,473
23,307

Virtual
Sports
$

(3,119)
(4,908)
(3,912)
(65)
—
(6,622 )
4,681

9,004
—
9,004

Corporate
Functions
$

(1,047)
—
(1,222)
(79)
—
(1,570 )
5,086

Total
—
—
—

$

—
—
(8,652)
(1,233)
(74)
(513 )
(10,472 )

Net operating loss

26,838
5,473
32,311
(4,166)
(4,908)
(13,786)
(1,377)
(74)
(8,705 )
(705 )
(705 )

$

Total assets at September 30, 2017

$

113,692

$

75,975

$

29,356

$

219,023

Total goodwill at September 30, 2017
Total capital expenditures for the three months ended June 30, 2017

$
$

—
7,558

$
$

47,076
2,016

$
$

—
415

$
$

47,076
9,989

Nine Months Ended June 30, 2018
Server Based
Gaming
Revenue:
Service
Hardware
Total revenue
Cost of sales, excluding depreciation and amortization:
Cost of service
Cost of hardware
Selling, general and administrative expenses
Stock-based compensation expense
Acquisition related transaction expenses
Depreciation and amortization
Segment operating income (loss)

$

69,931
7,630
77,561

Virtual
Sports
$

(13,333)
(7,058)
(11,789)
(202)
—
(25,165 )
20,014

28,205
—
28,205

Corporate
Functions
$

(3,742)
—
(5,668)
(238)
—
(5,104 )
13,453

Total
—
—
—

—
—
(29,784)
(5,494)
(816)
(1,027 )
(37,121 )

Net operating loss
Total capital expenditures for the nine months ended June 30, 2018

$
19

27,715

$

4,946

$

$

202

98,136
7,630
105,766
(17,075)
(7,058)
(47,241)
(5,934)
(816)
(31,296 )
(3,654 )

$

(3,654 )

$

32,863
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Nine Months Ended June 30, 2017
Server
Based
Gaming
Revenue:
Service
Hardware
Total revenue
Cost of sales, excluding depreciation and amortization:
Cost of service
Cost of hardware
Selling, general and administrative expenses
Stock-based compensation expense
Acquisition related transaction expenses
Depreciation and amortization
Segment operating income (loss)

$

52,988
9,930
62,918

Virtual
Sports
$

(8,610)
(8,520)
(11,562)
(129)
—
(18,215 )
15,882

24,490
—
24,490

Corporate
Functions
$

(2,536)
—
(4,472)
(157)
—
(4,193 )
13,132

Total
—
—
—

—
—
(25,888)
(2,417)
(11,346)
(1,469 )
(41,120 )

Net operating loss
Total capital expenditures for the nine months ended June 30,
2017

$

19,479

$

5,258

$

$

2,159

77,478
9,930
87,408
(11,146)
(8,520)
(41,922)
(2,703)
(11,346)
(23,877 )
(12,106 )

$

(12,106 )

$

26,896

Geographic Information
Geographic information for revenue is set forth below:
Three Months Ended
June 30,
2018
2017
Total revenue
UK
Italy
Greece
Rest of world
Total

$

22,603
4,255
7,595
2,473
36,926

$

$

$

21,190
3,996
4,475
2,650
32,311

Nine Months Ended
June 30,
2018
2017
$

$

67,740
13,260
17,429
7,337
105,766

$

$

60,259
12,446
5,765
8,938
87,408

Geographic information of our non-current assets excluding goodwill is set forth below:
June 30,
2018
Total non-current assets excluding goodwill
UK
Italy
Greece
Rest of world
Total

$

$
20

61,321
3,666
33,899
9,899
108,785

September 30,
2017
$

$

68,069
5,761
20,728
14,189
108,747
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Software development costs are included as attributable to the market in which they are utilized.
22. Customer Concentration
During the three months ended June 30, 2018, three customers represented at least 10% of revenues, accounting for 23%, 21% and 11% of the
Company’s revenues. During the three months ended June 30, 2017, two customers represented at least 10% of revenues, accounting for 25% and 10% of the
Company’s revenues. All these customers were served by both the Server Based Gaming and Virtual Sports segments.
During the nine months ended June 30, 2018, three customers represented at least 10% of revenues, accounting for 24%, 17% and 14% of the Company’s
revenues. During the nine months ended June 30, 2017, two customers represented at least 10% of revenues, accounting for 27% and 11% of the Company’s
revenues. All these customers were served by both the Server Based Gaming and Virtual Sports segments.
At June 30, 2018, two customers represented at least 10% of accounts receivable, accounting for 31% and 14% of the Company’s accounts receivable. At
September 30, 2017, two customers accounted for 26% and 13% of the Company’s accounts receivable.
23. Subsequent Events
The Company evaluates subsequent events and transactions that occur after the balance sheet date up to the date that the financial statements were
issued. Other than as described below, the Company did not identify subsequent events that would have required adjustment or disclosure in the
consolidated financial statements.
Refinancing of External Borrowings
After the quarter end, the Company and certain of its subsidiaries entered into a series of transactions that effected the refinancing of the group’s external
borrowings, replacing the group’s senior term and revolving facilities, originally entered into in 2014, with senior notes of $140.0 million and a revolving
credit facility of £7.5 million (equivalent to approximately $9.9 million). As described in further detail below, the senior notes have a 5-year duration and
carry a cash interest rate of 9% plus 3-month LIBOR, and the revolving credit facility has a 3-year duration and carries a cash interest rate on any utilization
at 4% plus 3-month LIBOR, with any unutilized amount carrying a 1.4% cash interest cost. In connection with the refinancing, the Company also entered
into a three-year, fixed-rate, cross-currency swap, as described in further detail below.
Note Purchase Transaction
On August 13, 2018, Gaming Acquisitions Limited (“Gaming Acquisitions”), an indirect wholly owned subsidiary of the Company, certain subsidiaries of
the Company (collectively, the “Subsidiary Guarantors” and together with Gaming Acquisitions and the Company, the “Credit Parties”) and the Company
entered into a Note Purchase Agreement and Guaranty (the “Note Purchase Agreement”) to provide for the issuance and sale of promissory notes in the
aggregate principal amount of $140,000,000, maturing in five years (the “Notes”), to the purchasers party thereto from time to time, including HG Vora
Special Opportunities Master Fund, Ltd. (“HGV Fund”), with Cortland Capital Market Services LLC acting as note and collateral agent for the Purchasers (in
such capacity, “Agent”).
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The proceeds of the sale of the Notes will be used to, among other things, repay £98.5 million of obligations outstanding under the Company’s Senior Term
and Revolving Facility Agreement dated March 18, 2014 (as amended and restated July 13, 2016), among certain subsidiaries of the Company, Ares
Management Limited and Lloyds Bank PLC (the “Existing Credit Facility”). The Existing Credit Facility has been replaced in part by the Revolving Credit
Facility described below.
The obligations under the Note Purchase Agreement are unconditionally guaranteed on a joint and several basis by each of the Company and the Subsidiary
Guarantors party thereto and are secured on a first-priority basis (subject to certain exceptions) by a lien granted to the Agent for the benefit of the secured
parties under the Note Purchase Agreement on substantially all of the assets of each Credit Party, including all of the capital stock held by such Credit Party.
An intercreditor agreement will set forth the rights and obligations of the parties to the Note Purchase Agreement, the Revolving Credit Facility and the
Nomura Swap described below, in and to the proceeds of the collateral securing the obligations under the Note Purchase Agreement, the Revolving Credit
Facility and the Nomura Swap.
The Notes will be issued at 98% of the par value thereof. Interest on the Notes shall accrue on a daily basis and will bear an interest rate equal to, at the Credit
Parties’ option, a base rate or LIBOR rate, plus an applicable margin, which for a base rate borrowing is 8% per annum and for a LIBOR borrowing is 9% per
annum. The base rate is calculated based on the greatest of the prime rate, federal funds effective rate and LIBOR rate in effect on the date of calculation.
Interest on the Notes is payable in cash (subject to extension in the case of the first interest payment due thereunder as provided in the Note Purchase
Agreement) and at the maturity of the Notes in the case of any unpaid interest then outstanding.
Subject to certain conditions, voluntary prepayments are permitted under the Note Purchase Agreement.
Subject to certain exceptions, Gaming Acquisitions is required to make mandatory prepayments of the Notes in respect of amounts received on account of
asset sales, insurance or condemnation proceeds and issuances of debt as well as amounts constituting excess cash flows. In the case of proceeds from asset
sales and insurance or condemnation payments, so long as no event of default has occurred and to the extent such proceeds do not exceed $1,000,000,
Gaming Acquisitions may invest such proceeds—directly or through one of its subsidiaries—in assets of the general type useful in the business of the
Company and its subsidiaries. In the case of amounts constituting excess cash flow, Gaming Acquisitions is required to prepay an amount equal to 50%
thereof, except that 25% thereof shall be required if the total leverage ratio is between 2.50:1.00 and 2.00:1.00 (in each case, minus voluntary repayments
made during the applicable fiscal year), and no such prepayment shall be required if the total leverage ratio is 2.00:1.00 or less.
In the event the Notes are redeemed, repaid or prepaid (including as voluntary or mandatory prepayments described above), such repayments or prepayments
shall be made together with a payment premium equal to 3.00% of the amount repaid or prepaid, except that such premium will not be payable in the case of
mandatory prepayments made on account of insurance or condemnation proceeds or excess cash flows (and either no prepayment penalty or a reduced
prepayment premium shall be payable in the case of prepayments made with the proceeds of certain VAT amounts). In the case of repayments of all or any
portion of the Notes on or after the maturity date, such repayment will be made together with an exit premium equal to 3.00% of the amount so repaid.
The Note Purchase Agreement contains customary representations and warranties and affirmative covenants applicable to Gaming Acquisitions, the
Company and the subsidiaries of the Company and also contains certain restrictive covenants, including, among others, limitations on: the incurrence of
additional debt; provided, however, that Gaming Acquisitions is permitted to incur indebtedness under the Revolving Credit Facility (in an aggregate
principal amount not to exceed £7,500,000), liens on property (except those securing the Revolving Credit Facility or certain hedging indebtedness),
acquisitions and investments, loans and guarantees, mergers, consolidations, liquidations and dissolutions, asset sales, dividends and other payments in
respect of the Company’s capital stock, prepayments of certain debt, transactions with affiliates and modifications of the Credit Parties’ organizational
documents and certain debt agreements. The Note Purchase Agreement requires quarterly compliance with maximum leverage and fixed charge coverage
ratios as well as a minimum liquidity covenant. The agreement also includes customary event of default provisions.
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On or before the date of the first interest payment due and payable by Gaming Acquisitions in respect of the Notes, the Notes shall be listed on the
International Stock Exchange of the Channel Islands and shall remain listed until the repayment of the Notes in full in accordance with the terms of the Note
Purchase Agreement.
HGV Fund currently holds 100% of the Notes. As disclosed in stock ownership filings with the Securities and Exchange Commission pursuant to Section 16
under the Securities Act of 1934, HGV Fund owns approximately 17.5% of the Company’s outstanding common stock as well as warrants to purchase shares
of the Company’s common stock. HGV Fund is also a stockholder and investor in Leisure Acquisition Corp., a special purpose acquisition company affiliated
with two members of the Company’s management.
Revolving Credit Facility
Concurrently with the issuance of the Notes and repayment of the Existing Credit Facility, Gaming Acquisitions, the Company and the Subsidiary Guarantors
entered into a Revolving Credit Facility Agreement (the “Revolving Credit Facility Agreement”) to provide for a £7,500,000 revolving facility from Lloyds
Bank PLC (the “Revolving Facility Lender”) to be used for general corporate, working capital and capital expenditure purposes of the Company and its
subsidiaries (the “Revolving Credit Facility”), with the Agent acting as security agent for the Revolving Facility Lender (in such capacity, the “RCF Security
Agent”).
The obligations under the Revolving Credit Facility are guaranteed on a joint and several basis by each of Gaming Acquisitions, the Company and certain
Subsidiary Guarantors party thereto and are secured on a first-priority basis (subject to certain exceptions) by a lien granted to the RCF Security Agent for the
benefit of the Revolving Facility Lender on substantially all of the assets of each Credit Party, including all of the capital stock held by such Credit Party.
Certain Subsidiary Guarantors will accede to the Revolving Credit Facility Agreement within 30 days of closing.
The Revolving Credit Facility requires cash interest payments on outstanding borrowings equal to a margin of 4.00% per annum, plus LIBOR, on the last day
of each applicable interest period. In addition, a commitment fee is payable every three months with respect to unutilized lending commitments thereunder at
a rate of 35% of the margin applicable to such unutilized commitments per annum. The Revolving Credit Facility is scheduled to mature on August 13, 2021.
Subject to certain conditions, voluntary prepayments are permitted under the Revolving Credit Facility and mandatory prepayments are required in the event
of a change of control and/or the sale of all or substantially all assets of the Credit Parties.
The Revolving Credit Facility contains customary representations and warranties and affirmative covenants applicable to Gaming Acquisitions, the
Company and the Company’s subsidiaries and also contains certain restrictive covenants, including, among others, limitations on: the incurrence of
additional debt, liens on property, acquisitions and investments, loans and guarantees, mergers, consolidations, liquidations and dissolutions, asset sales,
dividends and other payments in respect of the Company’s capital stock, prepayments of certain debt, transactions with affiliates and modifications of the
Credit Parties’ organizational documents and certain debt agreements. The Revolving Credit Facility requires quarterly compliance with maximum leverage
and interest coverage ratios as well as a minimum liquidity covenant. The agreement also contains customary event of default provisions.
Hedging Transaction
In connection with the Note Purchase Agreement Gaming Acquisitions entered into a three (3) year, fixed-rate, cross-currency swap which swaps the principal
and interest payments that will be payable in US Dollars (USD) under the Note Purchase Agreement to Euros (EUR), in part, and Pounds Sterling (GBP), in
part. The swap is provided by Nomura (the “Nomura Swap”). Specifically, with respect to the principal payments under the Note Purchase Agreement,
Gaming Acquisitions will swap 1/3rd of such principal payments from USD to EUR and 2/3rds of such principal payments from USD to GBP. Additionally,
with respect to the interest payments under the Note Purchase Agreement, Gaming Acquisitions will swap 1/3rd of such interest payments from USD to GBP
and 2/3rds of such interest payments from USD to EUR. The Nomura Swap provides for a foreign exchange rate of $1.13935 USD per €1 EUR and $1.27565
USD per £1 GPB.
The obligations under the Nomura Swap are unconditionally guaranteed on a joint and several basis by each of Gaming Acquisitions, the Company and
Subsidiary Guarantors and are secured on a first-priority basis (subject to certain exceptions) by a lien granted to the Agent for the benefit of Nomura on
substantially all of the assets of each Credit Party, including all of the capital stock held by such Credit Party.
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ITEM 2. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS
The following discussion and analysis of the Company’s financial condition and results of operations should be read in conjunction with the consolidated
financial statements and the notes thereto contained elsewhere in this document.
Forward-Looking Statements
We make forward-looking statements in this Quarterly Report on Form 10-Q. These forward-looking statements relate to expectations for future financial
performance, business strategies or expectations for our business, and the timing and ability for us to complete future acquisitions. Specifically, forwardlooking statements may include statements relating to:
●

the future financial performance of the Company;

●

the market for the Company’s products and services;

●

expansion plans and opportunities, including future acquisitions or additional business combinations; and

●

other statements preceded by, followed by or that include words such as “anticipate”, “believe”, “can”, “continue”, “could”, “estimate”, “expect”,
“forecast”, “intend”, “may”, “might”, “plan”, “possible”, “potential”, “predict”, “project”, “scheduled”, “seek”, “should”, “target”, “would” or
similar expressions, among others.

These forward-looking statements are based on information available as of the date hereof, and current expectations, forecasts and assumptions that involve a
number of judgments, risks and uncertainties. Accordingly, forward-looking statements should not be relied upon as representing our views as of any
subsequent date, and we do not undertake any obligation to update forward-looking statements to reflect events or circumstances after the date they were
made, whether as a result of new information, future events or otherwise, except as may be required under applicable securities laws. As a result of a number of
known and unknown risks and uncertainties, our actual results or performance may be materially different from those expressed or implied by these forwardlooking statements. Some factors that could cause our actual results or performance to differ include:
●

our ability to compete effectively in our industries;

●

the effect of evolving technology on our business;

●

our ability to renew long-term contracts and retain customers, and secure new contracts and customers;

●

our ability to maintain relationships with suppliers;

●

our ability to protect our intellectual property;

●

government regulation of our industries;

●

the determination by the UK Government, announced in May 2018, to substantially reduce maximum permitted bets on B2 gaming machines in the
UK;

●

our ability to successfully grow by acquisition as well as organically;

●

our ability to attract and retain key members of our management team;

●

our need for working capital;
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●

our ability to secure capital for growth and expansion;

●

changing consumer, technology and other trends in our industries;

●

our ability to successfully operate across multiple jurisdictions and markets around the world;

●

changes in local, regional and global economic and political conditions; and

●

other factors.

Overview
Inspired Entertainment, Inc. (the “Company,” the “Group,” “we,” “our,” and “us”) is a global business-to-business gaming technology company, supplying
Virtual Sports, Mobile and Server Based Gaming (“SBG”) systems to regulated lottery, betting and gaming operators worldwide. We provide end-to-end
digital gaming solutions on our proprietary and secure network, which accommodates a wide range of devices, including land-based gaming machine
terminals, mobile devices such as smartphones and tablets and online computer applications.
Our key strategic priorities are to:
●

Extend our strong positions in each of Virtual Sports and SBG by developing new omni-channel products;

●

Continue to invest in games and technology in order to grow our existing customers’ revenues;

●

Add new customers by expanding into underpenetrated markets and newly-regulated jurisdictions; and

●

Pursue targeted mergers and acquisitions to expand our product portfolio and distribution footprint.

On December 23, 2016, the business combination that created the current Inspired Entertainment, Inc. was consummated (the “Business Combination” or the
“Merger”). In connection with the Merger, the Company changed its name from Hydra Industries Acquisition Corp. to Inspired Entertainment, Inc., and
changed its fiscal-year end to September 30.
Business Segments
We report our operations in two business segments, Virtual Sports and SBG, representing our different products and services. We evaluate our business
performance, resource allocation and capital spending on an operating segment level, where possible. We use our operating results and identified assets of
each of our operating segments in order to make prospective operating decisions. Although our revenues and cost of sales (excluding depreciation and
amortization) are reported exclusively by segment, we do include unallocated items in our consolidated financial statements for certain expenses including
depreciation and amortization as well as selling, general and administrative expenses. Unallocated balance sheet line items include items that are a shared
resource and therefore not allocated between operating segments.
Our Virtual Sports business segment designs, develops, markets and distributes ultra-high-definition games that create an always-on sports wagering
experience. Our Virtual Sports customers include virtual sports retail and digital operators, including regulated betting operators, lotteries, casinos, online
operators and other gaming and lottery operators in the UK, continental Europe, Asia, Africa and North America.
Our SBG business segment designs, develops, markets and distributes a broad portfolio of games through our digital network architecture. Our SBG
customers include UK licensed betting offices (“LBOs”), casinos, gaming hall operators, bingo operators and regulated operators of lotteries, as well as
government-affiliated operators.
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Geographic Range
Geographically, more than half of our revenues are derived from, and more than half of our non-current assets are attributed to, our UK operations, with the
remainder of our revenues derived from, and non-current assets attributed to, Italy, Greece and the rest of the world.
For the three months ended June 30, 2018, we earned approximately 61.2% of our revenue in the UK, 20.6% in Greece, 11.5% in Italy and the remaining
6.7% across the rest of the world. During the three months ended June 30, 2017, the percentages were 65.6%, 13.8%, 12.4% and 8.2%, respectively. For the
nine months ended June 30, 2018, we earned approximately 64.0% of our revenue in the UK, 16.5% in Greece, 12.5% in Italy and the remaining 6.9% across
the rest of the world. During the nine months ended June 30, 2017, the percentages were 68.9%, 6.6%, 14.2% and 10.3%, respectively.
Foreign Exchange
Our results are affected by changes in foreign currency exchange rates as a result of the translation of foreign functional currencies into our reporting currency
and the re-measurement of foreign currency transactions and balances. The impact of foreign currency exchange rate fluctuations represents the difference
between current rates and prior-period rates applied to current activity. The largest geographic region in which we operate is the United Kingdom, and the
British pound (“GBP”) is considered to be our functional currency. Our reporting currency is the U.S. dollar (“USD”). Our results are translated from our
functional currency of GBP into the reporting currency of USD using average rates for profit and loss transactions and applicable spot rates for period-end
balances. The effect of translating our functional currency into our reporting currency, as well as translating the results of foreign subsidiaries that have a
different functional currency into our functional currency, is reported separately in Accumulated Other Comprehensive Income.
During the three months ended June 30, 2018, we derived approximately 38.8% of our revenue from sales to customers outside of the UK, compared to 34.4%
during the three months ended June 30, 2017. During the nine months ended June 30, 2018, we derived approximately 36.0% of our revenue from sales to
customers outside of the UK compared to 31.1% during the nine months ended June 30, 2017.
In the section “Results of Operations” below, currency impacts shown have been calculated as the current-period average GBP: USD rate less the equivalent
average rate in the prior period, multiplied by the current period amount in our functional currency (GBP). The remaining difference, referred to as constant
currency, is calculated as the difference in our functional currency, multiplied by the prior-period average GBP: USD rate, as a proxy for constant currency
movement. This is not a U.S. GAAP measure, but is one which management believes gives a clearer indication of results. In the tables below, variances in
particular line items from period to period exclude currency translation movements, and currency translation impacts are shown independently.
Non-GAAP Financial Measures
We use certain financial measures that are not compliant with U.S. GAAP (“non-GAAP financial measures”), including EBITDA and Adjusted EBITDA, to
analyze our operating performance. In this discussion and analysis, we present certain non-GAAP financial measures, define and explain these measures and
provide reconciliations to the most comparable U.S. GAAP measures. See “Non-GAAP Financial Measures” later in this Item 2.
Refinancing of External Borrowings
After the quarter end, we refinanced our external borrowings. For further information, see “—Refinancing of External Borrowings”, below.
Results of Operations
The discussion and analysis of our results of operations have been organized in the following manner:
●

a discussion and analysis of the Company’s results of operations for the three-month period ended June 30, 2018, compared to the same period
in 2017;

●

a discussion and analysis of the results of operations of our SBG and Virtual Sports business segments for the three-month period ended June 30,
2018, compared to the same period in 2017, including Key Performance Indicator (“KPI”) analysis;
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●

a discussion and analysis of the Company’s results of operations for the nine-month period ended June 30, 2018, compared to the same period
in 2017; and

●

a discussion and analysis of the results of operations of our SBG and Virtual Sports business segments for the nine-month period ended June 30,
2018, compared to the same period in 2017, including KPI analysis.

The three-month financial periods presented consist of a 91-day period for 2018 and 2017. The balance sheet date of each fiscal period is June 30. Each of the
foregoing periods is herein referred to as a “three-month period.”
The nine-month financial periods presented consist of a 273-day period for 2018 and a 279-day period for 2017. The balance sheet date of each fiscal period
is June 30. Each of the foregoing periods is herein referred to as a “nine-month period.”
Our results are affected by changes in foreign currency exchange rates, primarily between our functional currency (GBP) and our reporting currency (USD). In
the three-month periods ended June 30, 2018 and 2017, the average USD: GBP rate was 1.36 and 1.28, respectively. In the nine-month periods ended June
30, 2018 and 2017, the average USD: GBP rate was 1.37 and 1.26, respectively.
In the tables below, the “Days Movement” column represents values relating to the additional six days in the 2017 “nine-month period” as compared to the
2018 “nine-month period”. The “Days Movement” column allows for the comparisons shown in the additional “Like-for-Like Variance” columns. Such
columns are not presented for the three months periods, as such periods in both years were 91 days. For line items in respect of which daily information was
available for the additional days in 2017, specific adjustments were made. For line items in respect of which no such information was available, a straight-line
method was used to provide pro-rated values. For certain line items, such as Stock-based compensation and Change in fair value of earnout liability, there
were no values relating to the additional days in 2017.
In the discussion and analysis below, certain data may vary from the amounts presented in our consolidated financial statements due to rounding.
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Results of Operations –
Three Months ended June 30, 2018 compared to Three Months ended June 30, 2017

(In thousands)

For the Three-Month Period ended
Unaudited
Unaudited
June 30,
June 30,
2018
2017

Revenue:
Service
$
Hardware
Total revenue
Cost of sales, excluding depreciation and
amortization:
Cost of service
Cost of hardware
Selling, general and administrative expenses
Stock-based compensation
Acquisition related transaction expenses
Depreciation and amortization
Net operating Income (Loss)
Other income (expense)
Interest income
Interest expense
Change in fair value of earnout liability
Change in fair value of derivative liability
Other finance income (costs)
Total other income (expense), net
Net loss from continuing operations
before income taxes
Income tax expense
Net loss
Exchange Rate - $ to £

$

34,536
2,390
36,926

$

26,838
5,473
32,311

Variance
2018 vs 2017
$

Variance
Constant Currency
Currency Movement

7,698
(3,083 )
4,615

28.7% $
(56.3 %)
14.3%

5,758
(3,217 )
2,540

21.5% $
(58.8 %)
7.9%

1,941
134
2,075

(5,862)
(2,085)
(15,245)
(1,485)
(14)
(10,616 )
1,619

(4,166)
(4,908)
(13,786)
(1,377)
(74)
(8,705 )
(705)

(1,696)
2,823
(1,459)
(108)
60
(1,911 )
2,324

40.7%
(57.5)%
10.6%
7.8%
(81.1)%
22.0 %
329.6%

(1,363)
2,939
(588)
(22)
61
(1,300 )
2,268

32.7%
(59.9)%
4.3%
1.6%
(82.8)%
14.9 %
321.6%

(333)
(117)
(871)
(86)
(1)
(611 )
56

36
(5,185)
(644)
0
194
(5,599 )

8
(5,013)
(2,384)
(270)
(55 )
(7,714 )

28
(172)
1,740
270
248
2,114

346.6%
3.4%
(73.0)%
(100.0)%
(453.1 )%
27.4 %

26
125
1,751
270
237
2,409

321.1%
(2.5)%
(73.4)%
(100.0)%
(432.8 )%
31.2 %

2
(297)
(11)
0
11
(294 )

(3,980)
(39)

(8,419)
86

4,438
(125)

(52.7)%
(145.6)%

4,676
(123)

(55.5)%
(143.1)%

(238)
(2)

(4,019 )
1.36

$

(8,333 )

$

4,314

51.8 % $

4,554

54.6 % $

(240 )

1.28

Revenue
Total revenue for the quarter ended June 30, 2018 increased by $4.6 million, or 14.3%, from the quarter ended June 30, 2017, to $36.9 million, on a reported
basis. Favorable currency movements accounted for $2.1 million of the increase, with constant currency revenue increasing by $2.5 million, or 7.9%.
SBG revenue, which is included in total revenue above, increased by $2.1 million on a constant currency basis, or 9.2%, comprised of growth in service
revenue of $5.4 million, partly offset by lower hardware sales of $3.2 million.
SBG service revenue increased by $5.4 million on a constant currency basis, or 30.0%, as a result of the continued rollout of terminals in Greece driving a
$1.9 million increase and software license sales of $3.4 million into the Greek market.
Hardware revenue decrease was driven by lower hardware sales in the Greek and the Electronic Table Gaming (“ETG”) markets of $2.8 million and $0.3
million, respectively. The hardware sales in Greece were nil margin sales.
Virtual Sports revenue increased by $0.4 million on a constant currency basis, or 4.5%, driven by new customer revenue from our mobile remote game server
(“Mobile RGS”) product and continued growth in Greece, Finland and Poland. Growth was negatively affected by $0.6 million due to a reduction in revenue
from long-term Virtual Sports licenses that have now come to an end. Underlying Virtual Sports revenue increased by $1.0 million, or 12.8%. Of which $0.6
million came from Virtual Sports land-based and online customers and $0.4 million from Mobile RGS.
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Cost of sales, excluding depreciation and amortization
Cost of sales, excluding depreciation and amortization, which includes machine cost of sales, consumables, content royalties and connectivity costs,
decreased from the period ended June 30, 2017 by $1.1 million, or 12.4%, on a reported basis, to $7.9 million. Of this decrease, $0.5 million arose from
adverse currency movements. On a constant currency basis, cost of sales decreased by $1.6 million, or 17.4%.
Cost of service increased by $1.4 million, or 32.7%, on a constant currency basis due to an increase in Greece SBG service costs of $1.1 million, driven by the
continued terminal rollout, and $0.1 million from additional costs to service UK SBG terminals. $0.2 million of the increase was due to the additional cost of
supporting new recurring contracts for Virtual Sports.
Cost of hardware decreased by $2.9 million, or 59.9%, on a constant currency basis due to lower nil margin hardware sales in Greece. Hardware sales are made
at nil margin in certain circumstances to secure long-term revenue share contracts.
Selling, general and administrative expenses
Selling, general, and administrative (“SG&A”) expenses include staff compensation costs (including outsourced costs), travel, professional services fees and
technology expenses (including hosting fees, data centers and similar charges).
SG&A expenses increased by $1.5 million, or 10.6%, on a reported basis, to $15.2 million. Of this increase, $0.9 million arose from adverse currency
movements. On a constant currency basis, SG&A expenses increased by $0.6 million, or 4.3%. $1.5 million of this adverse variance was due to restructuring
costs relating to the senior management changes announced in May (which amount has been excluded from our Adjusted EBITDA calculations set forth
elsewhere in this Item 2). This was partly offset by $0.9 million of staff-related cost savings.
Stock-based compensation
We have two stock-based compensation plans pursuant to which we issue awards of restricted stock units, stock options and other equity awards: the 2016
Long-Term Incentive Plan, which was approved by stockholders in December 2016 (the “First Incentive Plan”), and the Second Long-Term Incentive Plan,
which was approved by stockholders in March 2018 (the “Second Incentive Plan”).
The aggregate number of shares authorized for issuance under these plans is 4,078,818 and, as of June 30, 2018, there were 2,383,280 shares subject to
outstanding awards and 1,133,207 shares remaining available for future awards. A total of 562,331 shares have been settled (either issued in settlement of
vested awards or surrendered to pay for taxes due on settlement of vested awards). Awards are fair-valued at the time of issuance, with the value being spread
over the vesting period. During the 2018 period, the Company recorded an expense of $1.5 million in respect of outstanding awards, which was $0.1 million
higher than the prior year charge for stock-based compensation due to additional awards being made.
Depreciation and amortization
Depreciation and amortization increased by $1.9 million, or 22.0%, to $10.6 million, on a reported basis. Of this increase, $0.6 million arose from adverse
currency movements.
On a constant currency basis, depreciation and amortization increased by $1.3 million, or 14.9%. This increase was driven by additional amortization in
connection with new platforms and games going live on SBG ($0.6 million) and an increase of $0.4 million due to machine and machine related
depreciation, comprised of a $0.5 million increase from the continued roll out of machines in Greece, partly offset by a $0.1 million decrease from the sale of
machines in Colombia.
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Net operating income (loss)
On a reported basis, net operating profit (loss) improved from a loss of $0.7 million in the 2017 period to a profit of $1.6 million in the 2018 period, of which
$0.1 million arose from favorable currency movements. On a constant currency basis, net operating income (loss) improved by $2.3 million, due to an
increase in revenue and a decrease in cost of sales. This was partly offset by an increase in depreciation and amortization and SG&A.
Interest expense
Interest expense increased by $0.1 million, or 2.9%, in the quarter ended June 30, 2018, to $5.1 million, on a reported basis. This variance arose from adverse
currency movements of $0.3 million. On a constant currency basis, interest expense decreased by $0.2 million from the quarter ended June 30, 2017. There
were higher cash and PIK charges on the existing senior debt due to continued compounding of the PIK interest charge of $0.4 million which was largely
offset due to no amortization of debt fees in the current year ($0.3 million in the corresponding quarter of the prior year). These fees had been fully amortized
by the end of September 2017.
Change in fair value of earnout liability
Change in fair value of earnout liability relates to the potential earnout payment that may be made to the former owners of DMWSL 633 Limited, the amount
of which is dependent upon the financial performance of Inspired’s businesses in six specific countries (China, Colombia, Greece, Norway, Spain and
Ukraine) (collectively, the “Earnout Jurisdictions”), as measured by earnings before interest, taxes, depreciation and amortization for the twelve months
ending September 30, 2018 (the “Earnout Period”). As a result of changes in expectations relating to the Earnout Jurisdictions, and share-price movements
($6.25 at June 30, 2018 and $5.50 at March 31, 2018), the charge that accrued in the current quarter resulting from a change in fair value of earnout liability
was $0.6 million. In the corresponding quarter in the prior year, the corresponding figure was a charge of $2.4 million.
Change in fair value of derivative liability
Change in fair value of derivative liability decreased by $0.3 million to $0 on a reported basis as a result of the approval of the Second Incentive Plan in
March 2018, which resulted in awards granted thereunder being charged as stock-based compensation rather than as a derivative liability.
Net loss
On a reported basis, net loss improved from a loss of $8.3 million to a loss of $4.0 million. This was affected by a $0.2 million adverse currency movement.
On a constant currency basis, net loss improved by $4.6 million due to an increase in revenue, a decrease in cost of sales and the change in fair value
liabilities, partly offset by an increase in depreciation and amortization and SG&A.
30

Results of Operations –
Three Months ended June 30, 2018 compared to Three Months ended June 30, 2017 –
Server Based Gaming Segment
We generate revenue from our SBG business segment through product sales (both hardware and software) and long-term participation agreements, which
include access to our SBG platform and the selection of game titles, usually over a term of between three and five years but longer in certain territories. Our
participation contracts are typically structured to pay us a percentage of net win (defined as net revenue to our operator customers, after deducting player
winnings, free bets or plays and any relevant regulatory levies) from SBG terminals placed in our customers’ facilities, which include retail outlets, casinos
and other gaming operations, or from SBG gaming software used by customers’ players through mobile or online devices. Typically, we recognize revenue
from these arrangements on a daily basis over the term of the contract.
Revenue growth for our SBG business is principally driven by the number of operator customers we have, the number of SBG machines in operation, the net
win performance of the machines and the net win percentage that we receive pursuant to our contracts with our customers.
SBG segment, Key Performance Indicators
For the Three-Month Period ended
Unaudited
Unaudited
June 30,
June 30,
2018
2017

SBG
End of period installed base (# of terminals)
Average installed base (# of terminals)
Customer Gross Win per unit per day (1)
Customer Net Win per unit per day (1)
Inspired Blended Participation Rate

32,579
32,107
112.07
79.97
6.0%

£
£

£
£

28,011
27,569
118.13
£
85.13
£
6.0%

Variance
2018 vs 2017
%
4,568
4,538
(6.05)
(5.15)
(0.0)%

16.3%
16.5%
(5.1)%
(6.1)%

(1) Includes all SBG terminals in which the company takes a participation revenue share across all territories.

In the table above:
“End of Period Installed Base” is equal to the number of deployed SBG terminals at the end of each period that have been placed on a participation basis.
SBG participation revenue, which comprises the majority of SBG service revenue, is directly related to the terminal installed base. This is the medium by
which customers generate revenue and distribute a revenue share to the Company. To the extent all other KPIs remain constant, the larger the installed base,
the higher the Company’s revenue will be for that period. Management gives careful consideration to this KPI in terms of driving growth across the segment.
Revenues are derived from the performance of the installed base as described by the Gross and Net Win KPIs.
If the End of Period Installed Base is materially different from the Average Installed Base (described below), we believe this gives an indication as to
potential future performance. The End of Period Installed Base is particularly useful for assessing new customers or markets, to indicate the progress being
made with respect to entering new territories or jurisdictions.
“Average Installed Base” is the average number of deployed SBG terminals during the period. Therefore, it is more closely aligned to revenue in the period.
This measure is particularly useful for assessing existing customers or markets to provide comparisons of historical size and performance.
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Customer Gross Win (defined as stake less amounts returned to player in prize, less free bets or plays, before gaming tax deductions) per unit per day is a KPI
used by our internal decision makers to (i) assess impact on the Company’s revenue, (ii) determine changes in the strength of the overall market and (iii)
evaluate the impacts of regulatory change and our new content releases on our customers. Customer Gross Win per unit per day is the average per unit cash
generated across all SBG terminals in which the Company takes a participation revenue share across all territories in the period, defined as the difference
between the amounts staked less winnings to players divided by the Average Installed Base in the period, then divided by the number of days in the period.
SBG revenue share income accrued in the period is derived from Customer Gross Win accrued in the period after deducting gaming taxes (defined as a
regulatory levy paid by the Customer to government bodies) and applying the Company’s contractual revenue share percentage.
Our internal decision makers believe Customer Gross Win measures are meaningful because they represent a view of customer operating performance that is
unaffected by our revenue share percentage and allow management to (1) readily view operating trends, (2) perform analytical comparisons and
benchmarking between customers and (3) identify strategies to improve operating performance in the different markets in which we operate.
“Customer Net Win per unit per day” is Customer Gross Win per unit per day after giving effect to the deduction of gaming taxes.
“Inspired Blended Participation Rate” is the Company’s average revenue share percentage across all terminals where revenue is earned on a participation
basis, weighted by Customer Net Win per unit per day.
Our overall SBG revenue from terminals placed on a participation basis can therefore be described as the product of the Average Installed Base, the Customer
Net Win per unit per day, the number of days in the period, and the Inspired Blended Participation Rate, to give “participation revenue”.
SBG segment, key events that affected results for the Three Months ended June 30, 2018
Our SBG rollout into the Greek market continued, with approximately 4,800 terminals installed as of June 30, 2018. During the period a further 965 terminals
were contracted, which form part of our phase two rollout plan to be delivered across calendar year 2018. The performance of our Greek terminals continues
to be strong compared to other suppliers during the period.
In the Italian market, a contract extension was agreed for a further four years with our largest customer. The contract included continuing hardware, platform
and games supply. The contract also included an increased revenue share due to the Company. Customer Gross Win per unit per day (in EUR) in the Italian
market increased by 21.9%, due to new content releases and improved account management.
During the period, another of our major UK LBO customers contracted with us for a further two and a half years. The contract extension includes the
redeployment of 120 “Eclipse” terminals during July and October 2018. This extended supplier agreement also comes with no further capital expenditure.
Overall, the size of our Average Installed Base increased 16.5%, to 32,107, due to our continued terminal rollout in Greece and growth from new contracts in
the UK LBO estate. Customer Gross Win per unit per day (in our functional currency, GBP) decreased by 5.1% across the entire estate, driven by the impact of
our SBG installations in Greece, as our Greek machines return a lower daily Customer Gross Win compared to our UK machines, partly offset by the increase
in the Italian market Customer Gross Win per unit per day. Our blended participation rate remained at 6.0%.
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SBG segment, Three Months ended June 30, 2018 compared to Three Months ended June 30, 2017
Server Based Gaming
(In thousands)
Revenue:
Service
Hardware
Total revenue

For the Three-Month Period ended
Unaudited
Unaudited
June 30,
June 30,
2018
2017
$

24,549
2,390
26,939

$

17,834
5,473
23,307

Variance
2018 vs 2017
$

6,715
(3,083 )
3,632

37.7% $
(56.3 )%
15.6%

5,351
(3,217 )
2,134

30.0% $
(58.8 )%
9.2%

(1,463)
2,823
1,360

46.9%
(57.5 )%
(16.9)%

(1,202)
2,939
1,737

38.5%
(59.9 )%
21.6%

(261)
(117 )
(378)

329

(8.4)%

(219)

4

(5.8)%

(4)

Cost of sales, excluding depreciation and
amortization:
Cost of service
Cost of hardware
Total cost of sales

(4,582)
(2,085 )
(6,667)

(3,119)
(4,908 )
(8,027)

Selling, general and administrative expenses

(3,802)

(3,912)

110

(65)

(65)

-

(8,829)

(6,622)

Stock-based compensation
Depreciation and amortization
Net operating profit
Exchange Rate - $ to £

$

7,576
1.36

$

4,681

$

Variance
Constant Currency
Currency Movement

(2.8)%
0.0%

(2,207)

33.3%

2,895

61.8 %

(1,698)
$

2,507

25.6%
53.5 % $

1,364
134
1,498

(509)
388

1.28

SBG segment revenue. In the period ended June 30, 2018, SBG revenue increased $3.6 million, to $26.9 million, on a reported basis. Of this increase, $1.5
million arose from favorable currency movements. On a constant currency basis, SBG revenue increased by $2.1 million, or 9.2%.
SBG service revenue increased by $6.7 million, or 37.7%, on a reported basis. Of this increase, $1.4 million arose from favorable currency movements. On a
constant currency basis, SBG service revenue increased by $5.4 million, or 30.0%, to $24.5 million, primarily due to the continued rollout of terminals into
Greece. This rollout drove additional participation revenue of $1.8 million and other recurring revenue of $0.2 million. In addition, during the quarter we
completed a software license sale into the Greek market, generating revenue of $3.4 million. SBG service revenue increased on a constant currency basis in
the Greek and Italian markets by $5.3 million and $0.2 million, respectively, due to the continued rollout in Greece and growth in Italy. This was partly offset
by a decrease in service revenue in other jurisdictions by $0.2 million, due to the revised terms in Colombia following the sale of machines in 2017.
UK LBO Customer Gross Win per unit per day declined by 0.6%. These decreases were offset by an increase in average live terminals of 988, resulting in UK
LBO service revenue in line with the prior period.
SBG hardware revenue decreased by $3.1 million to $2.4 million, on a reported basis, including favorable currency movements of $0.1 million. On a constant
currency basis, SBG hardware revenue decreased by $3.2 million, principally due to lower hardware sales in the Greek (nil margin), ETG and Colombian
markets of $2.8 million, $0.3 million and $0.1 million, respectively.
SBG segment operating profit. In the 2018 period, SBG operating profit increased by $2.9 million to $7.6 million, on a reported basis, $0.4 million of which
arose from favorable currency movements. On a constant currency basis, SBG operating profit increased by $2.5 million.
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SBG cost of sales (excluding depreciation and amortization) decreased by $1.4 million to $6.7 million, on a reported basis, $0.4 million of which arose from
adverse currency movements. On a constant currency basis, cost of sales decreased by $1.7 million. This was principally due to a decrease in hardware costs
of $2.9 million due to lower hardware sales in the Greek, ETG and Colombian markets. This was partly offset by an increase in service costs of $1.2 million
due to Greek SBG service costs of $1.1 million and additional UK machine consumable costs of $0.1 million.
SBG SG&A expenses decreased by $0.1 million to $3.8 million, on a reported basis. $0.2 million arose from adverse currency movements, which resulted in a
constant currency decrease of $0.3 million.
SBG depreciation and amortization increased by $2.2 million to $8.8 million on a reported basis. Of this amount, $0.5 million arose from adverse currency
movements. On a constant currency basis, the increase was $1.7 million, driven by a $0.6 million increase in intangible amortization due to new projects
going live in the UK and new international markets. There was also an increase in machine and machine related depreciation of $0.4 million driven by the
continued terminal rollout in the Greek market.
SBG segment, Service Revenue by Region
Set forth below is a breakdown of our SBG service revenue by geographic region. SBG service revenue consists principally of SBG participation revenue.
Server Based Gaming Service Revenue by Region

For the Three-Month Period ended
Unaudited
Unaudited
June 30,
June 30,

(In thousands)
Service Revenue:
UK LBO
UK Other
Italy
Greece
Rest of the World
Total service revenue
Exchange Rate - $ to £

2018

Variance

2017

2018 vs 2017

$

14,635
1,373
2,252
6,021
267

$

13,712
1,374
1,869
439
439

$

924
(1)
383
5,581
(172)

$

24,549

$

17,834

$

6,715

1.36

Variance
Constant
Currency
6.7% $
(0.1)%
20.5%
1,270.0%
(39.1)%
37.7 % $

68
(81)
252
5,299
(186)
5,351

Currency
Movement

0.5% $
(5.9)%
13.5%
1,205.6%
(42.4)%

855
80
130
283
15

30.0 % $

1,364

1.28

Results of Operations –
Three Months ended June 30, 2018 compared to Three Months ended June 30, 2017 –
Virtual Sports Segment
Our Virtual Sports products create a form of simulated sports betting in both a streaming and on-demand environment, overcoming the relative infrequency of
live sporting events on which players can wager. We generate revenue from our Virtual Sports segment by licensing to our operator customers the software
related to our Virtual Sports products, which consists of a complex graphics and networking software package that provides fixed-odds wagering on an ultrahigh definition computer rendering of a virtual sporting event, such as soccer or boxing. Our customers pay us for the use of this software through either a
fixed license fee per period, or on a participation basis based on the volume of customer net win. We also generate revenue by providing upfront services to
our customers. Revenue growth for our Virtual Sports segment is driven by the number of customers, the number of player end-points and the customer net
win attributable to our products.
Our customers for Virtual Sports include regulated betting operators, lotteries, casinos, online operators and other gaming and lottery operators in the UK,
continental Europe, Asia, Africa and North America. Virtual Sports can be adapted to function in a sports betting, lottery, or gaming environment and is
therefore available to a wide range of customers in both public and private implementations.
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Virtual Sports segment, Key Performance Indicators
For the Three-Month Period ended
Unaudited
Unaudited
June 30,
June 30,
2018
2017

Virtuals
No. of Live Customers at the end of the period
Average No. of Live Customers
Total Revenue (£'000)
Total Revenue £'000 - Retail
Total Revenue £'000 - Interactive
Average Revenue Per Customer per day (£)

95
93
7,339
4,596
2,743
870

£
£
£
£

£
£
£
£

82
83
7,022
4,555
2,467
930

Variance
2018 vs 2017
%

£
£
£
£

13
10
317
41
276
(59)

15.9%
11.6%
4.5%
0.9%
11.2%
(6.4)%

In the table above:
“No. of Live Customers at the end of the period” and “Average No. of Live Customers” represent the number of customers from which there is Virtual Sports
revenue at the end of the period and the average number of customers from which there is Virtual Sports revenue during the period, respectively.
“Total Revenue (£000)” represents total revenue for the Virtual Sports segment, including recurring and upfront service revenue. Total revenue is also
divided between “Total Revenue (£000) – Retail,” which consists of revenue earned through players wagering at Virtual Sports venues, and “Total Revenue
(£000) – Interactive,” which consists of revenue earned through players wagering online, including through our Mobile RGS product.
“Average Revenue per Customer per day” represents total revenue for the Virtual Sports segment in the period, divided by the Average No. of Live
Customers, divided by the number of days in the period.
Virtual Sports segment, key events that affected results for the Three Months ended June 30, 2018
As of June, 2018, OPAP offered and took bets on our Virtual Sports product in over 3,400 retail venues following the launch in April 2017.
In the UK, our Virtual Sports products continued to drive incremental growth with Betfred with the network solution deployed in over 1,600 retail venues.
Our Virtual Sports products in Poland deployed in over 400 retail venues with Fortuna have driven growth in the quarter.
During the period, our Virtual Sports revenue grew in Finland from to the annualization of Veikkaus, Finland’s national lottery.
In April 2018, we launched our Virgo™ RGS and premium omni-channel casino content in Italy with SNAI, and will soon launch with Sisal, Eurobet and
Betsson’s StarCasino.
During the period, we celebrated the success of our Virtual Grand National 2018, which saw the predicted winner, Tiger Roll, finish in first place in the live
event at Aintree Racecourse. The Grand National is an annual steeplechase horse race that attracts both serious and casual sports fans, and is seen by over 500
million television viewers.
We won the tender to provide our Virtual Sports products to one of the two Moroccan state lotteries deploying in 200 retail venues.
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By the end of the period, our Mobile RGS business was live with twenty-five customers, having launched sixteen new customers since June 30, 2017,
including Bet Victor, Aspire Global, White Hat Gaming, Casino Land, Casino777 and Netbet.
The Average Number of Live Customers increased by ten, from 83 to 93, including new Mobile RGS customers.
Virtual Sports segment, Three Months ended June 30, 2018 compared to Three Months ended June 30, 2017
Virtual Sports
(In thousands)
Service Revenue

For the Three-Month Period ended
Unaudited
Unaudited
June 30,
June 30,
2018
2017
$

9,987

$

9,004

Variance
2018 vs 2017
$

983

Variance
Constant Currency
10.9% $

406

4.5%

Currency Movement
$

577

Cost of Service

(1,280)

(1,047)

(233)

22.2%

(161)

15.3%

(72)

Selling, general and administrative expenses

(1,784)

(1,222)

(562)

46.0%

(459)

37.6%

(103)

(72)

(79)

7

(8.9)%

11

(14.1)%

(4)

(1,456 )

(1,570 )

114

(7.3 )%

198

(12.6 )%

(84 )

Stock-based compensation
Depreciation and amortization
Net operating profit
Exchange Rate - $ to £

$

5,395
1.36

$

5,086

$

309

6.1 % $

(4 )

(0.1 )% $

313

1.28

Virtual Sports segment revenue. During the period, revenue increased $1.0 million or 10.9% to $10.0 million on a reported basis. Of this increase, $0.6
million arose from favorable currency movements. On a constant currency basis, Virtual Sports revenue increased by $0.4 million, or 4.5%.
Growth was negatively affected by $0.6 million due to a reduction in revenue from long-term Virtual Sports licenses that have now come to an end.
Excluding this reduction, underlying Virtual Sports revenue increased by $1.0 million, or 12.8%, of which $0.6 million came from Virtual Sports land-based
and online customers, driven by increases in Greece, the UK, Finland and Poland of $0.2 million, $0.2 million, $0.2 million and $0.1 million, respectively.
The remaining $0.4 million was driven by Mobile RGS, due to further penetration into that market, where the number of our customers increased from nine to
twenty-five.
Virtual Sports segment operating profit. During the period, Virtual Sports operating profit increased by $0.3 million, on a reported basis, $0.3 million of
which is from favorable currency movements. On a constant currency basis, net operating profit was in line with the prior period.
Virtual Sports cost of service increased by $0.2 million to $1.3 million, on a reported basis. Of this increase, $0.1 million arose from adverse currency
movements. On a constant currency basis, cost of service increased by $0.2 million, due to additional costs of supplying new recurring contracts.
Virtual Sports SG&A expenses increased by $0.6 million, on a reported basis. Of this increase, $0.1 million arose from adverse currency movement, resulting
in a constant currency increase of $0.5 million. This was due to an increase in staff related costs and technology costs due to increasing Virtual Sports
deployments.
Virtual Sports depreciation and amortization decreased by $0.1 million to $1.5 million, on a reported basis. This decrease was offset by a $0.1 million adverse
currency movement, resulting in a constant currency decrease of $0.2 million.
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Results of Operations –
Nine Months ended June 30, 2018 compared to Nine Months ended June 30, 2017
For the Nine-Month Period ended
Unaudited
Unaudited
June 30,
June 30,
(In thousands)
Revenue:
Service
Hardware
Total revenue
Cost of sales, excluding depreciation and
amortization:
Cost of service
Cost of hardware
Selling, general and administrative expenses
Stock-based compensation
Acquisition related transaction expenses
Depreciation and amortization
Net operating Loss
Other income (expense)
Interest income
Interest expense
Change in fair value of earnout liability
Change in fair value of derivative liability
Other finance income (costs)
Total other income (expense), net
Net loss from continuing operations before
income taxes
Income tax expense
Net loss
Exchange Rate - $ to £

2018
$

$

2017

98,136
7,630
105,766

$

Variance
2018 vs 2017

77,478
9,930
87,408

$ 20,658
(2,300 )
18,358

Currency
Movement

26.7% $
(23.2 )%
21.0%

7,999
671
8,670

Variance
Days
Movement
Like-for-Like Variance
($

1,562)
(1,562)

$

14,220
(2,971 )
11,249

18.7%
(29.9 )%
13.1%

(17,075)
(7,058)
(47,241)
(5,934)
(816)
(31,296 )
(3,654)

(11,146)
(8,520)
(41,922)
(2,703)
(11,346)
(23,877 )
(12,106)

(5,929)
1,462
(5,319)
(3,231)
10,530
(7,419 )
8,452

53.2%
(17.2)%
12.7%
119.5%
(92.8)%
31.1 %
(69.8)%

(1,405)
(630)
(3,830)
(457)
(65)
(2,578 )
(295)

256
841
498
33

(4,780)
2,092
(2,329)
(2,774)
10,596
(5,340 )
8,714

43.9%
(24.6)%
5.7%
102.6%
(93.4)%
22.8 %
(72.2)%

167
(15,253)
7,767
1,872
584
(4,863 )

20
(23,978)
(3,262)
(349)
(162 )
(27,731 )

147
8,725
11,029
2,221
745
22,868

732.6%
(36.4)%
(338.1)%
(636.1)%
(460.8 )%
(82.5 )%

15
(1,250)
679
179
48
(329 )

(1)
883
3
886

133
9,092
10,351
2,041
694
22,311

686.6%
(39.4)%
(317.3)%
(584.8)%
(438.2 )%
(83.1 )%

(8,517)
(155)

(39,837)
3

31,320
(158)

(78.6)%
(5717.1)%

(624)
(13)

918
(0)

31,025
(144)

(8,672 )
1.37

$

(39,834 )

$ 31,162

(78.2 )% $

(637 )

$

918

$

(79.7)%
(5234.4)%

30,881

(79.4 )%

1.26

Revenue
Total revenue for the nine-month period ended June 30, 2018 increased by $18.4 million, or 21.0%, to $105.8 million, on a reported basis. Favorable
currency movements accounted for $8.7 million of the increase, which was partly offset by a $1.6 million decrease due to there being fewer days in the 2018
period than in the 2017 period. On a constant currency basis, revenue increased by $11.2 million, or 13.1%.
SBG revenue, which is included in total revenue, above, increased by $9.4 million on a constant currency basis, or 15.3%, comprised of growth in service
revenue of $12.4 million offset by a reduction in hardware sales of $3.0 million.
The increase in SBG service revenue of $12.4 million on a constant currency basis, or 23.9%, is primarily as a result of the continued rollout of terminals in
Greece driving $6.7 million of incremental revenue and software license sales of $5.6 million into the Greek market.
The decrease in hardware revenue was driven by a decrease in the Greek, ETG and Colombian markets of $3.9 million, $0.9 million and $0.7 million,
respectively. This was partly offset by SBG terminal sales in the UK market of $2.7 million.
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Virtual Sports revenue increased by $1.8 million on a constant currency basis, or 7.5%, driven by new customer revenue in Mobile RGS and new Virtual
Sports customers in Greece, Ireland, Finland and Poland, as well as an increase in revenue from existing customers, due in part to additional channels offered.
Growth was negatively affected by $1.5 million due to a reduction in revenue from long-term Virtual Sports licenses that have now come to an end, $0.7
million due to a timing difference in the 2018 contract renewal of a major customer and $0.5 million due to the recognition of revenues previously
unreported to us in 2017. Excluding these items, underlying Virtual Sports revenue increased by $4.5 million on a constant currency basis, or 24.3%, of
which $3.5 million came from Virtual Sports land-based and online customers and $1.0 million from Mobile RGS.
Cost of sales, excluding depreciation and amortization
Cost of sales, excluding depreciation and amortization, increased year-over-year by $4.5 million, or 22.7%, on a reported basis, to $24.1 million. Of this
increase, $2.0 million arose from adverse currency movements, offset by a reduction of $0.3 million due to there being fewer days in the 2018 period. On a
constant currency basis, cost of sales increased by $2.7 million, or 13.9%.
Cost of service increased by $4.8 million, or 43.9%, on a constant currency basis, due to an increase in Greece SBG service costs of $2.5 million, $1.0 million
from additional machine consumable costs to service UK SBG terminals and $1.0 million due to additional costs supporting new recurring contracts for
Virtual Sports.
Cost of hardware decreased by $2.1 million, or 24.6%, on a constant currency basis, due to lower nil margin hardware sales in Greece and lower hardware
sales in the ETG and Colombian markets. This was partly offset by higher nil margin sales of the “Flex 4k” product terminal and other hardware sales in the
UK market.
Selling, general and administrative expenses
SG&A expenses increased year-over-year by $5.3 million, or 12.7%, on a reported basis, to $47.2 million. Of this increase, $3.8 million arose from adverse
currency movements, offset by a reduction of $0.8 million due to there being fewer days in the current year period. On a constant currency basis, SG&A
expenses increased by $2.3 million, or 5.7%. This increase was driven by incremental group restructuring costs of $2.0 million and additional public
company costs of $0.7 million due to the prior period containing only six months of post-Business Combination transaction expenses. This was offset by
staff related cost savings of $0.4 million.
Stock-based compensation
During the 2018 nine-month period, the Company recorded an expense of $5.9 million in respect of outstanding awards. This included a $2.1 million charge
relating to the cancellation of awards under the First Incentive Plan covering 1,076,272 shares, the granting of awards under the Second Incentive Plan
(which at that time was not yet stockholder-approved) covering an equal number of shares, and the differences in accounting treatment applied to both plan
awards prior to the stockholder approval of the Second Incentive Plan. In the corresponding nine-month period in 2017, there was a $2.7 million charge for
stock-based compensation.
Acquisition related transaction expenses
Acquisition related transaction expenses decreased by $10.5 million in the nine-month period ended June 30, 2018 to $0.8 million, on a reported basis. All of
the 2018 period expenses were related to work in respect of potential acquisitions. All of the prior period expenses were related to the Business Combination.
Depreciation and amortization
Depreciation and amortization increased by $7.4 million, or 31.1%, in the nine-month period ended June 30, 2018, to $31.3 million, on a reported basis. Of
this increase, $2.6 million arose from adverse currency movements, partly offset by $0.5 million due to there being fewer days in the 2018 period.
On a constant currency basis, depreciation and amortization increased by $5.3 million, or 22.8%. This increase was driven by a $4.6 million increase due to
additional amortization in connection with new platforms and games going live across SBG ($3.6 million) and Virtual Sports ($0.6 million) and a $0.6
million increase due to additional machine and machine related depreciation.
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Net operating loss
On a reported basis, net operating loss improved from a loss of $12.1 million in the nine-month period ended June 30, 2017 to a loss of $3.7 million in the
nine-month period ended June 30, 2018. This improvement was partly offset by a $0.3 million adverse currency movement. On a constant currency basis, net
operating loss decreased by $8.7 million, mainly due to an increase in revenue and a reduction in transaction expenses, partly offset by higher cost of sales,
depreciation and amortization and stock-based compensation.
Interest expense
Interest expense decreased by $8.9 million, or 37.0%, in the nine-month period ended June 30, 2018, to $15.1 million, on a reported basis. Of this variance,
$1.2 million arose from adverse currency movements. On a constant currency basis, interest expense decreased by $9.2 million. This decrease was principally
due to a $9.5 million reduction in PIK loan note interest and a $0.9 million reduction in debt fee amortization. All PIK loan notes were external to the group
prior to the Business Combination, at which point they became internal before subsequently being waived on May 31, 2017. This reduction was partly offset
by a $0.5 million increase in PIK interest charged on our senior debt, as a result of the quarterly compounding of the debt increasing the effective daily
charge.
Change in fair value of earnout liability
As a result of changes in expectations relating to of the Earnout Jurisdictions, and share-price movements ($6.25 at June 30, 2018 and $5.50 at March 31,
2018), the credit that accrued in the 2018 nine-month period resulting from a change in fair value of earnout liability was $7.8 million. In the prior ninemonth period, the corresponding figure was a $3.3 million charge.
Change in fair value of derivative liability
Change in fair value of derivative liability decreased by $2.2 million, to a $1.9 million credit on a reported basis, between 2017 and 2018. This was
predominantly due to the reduction in share price and the conversion of the awards in March 2018 to Stock based compensation.
Net loss
On a reported basis, net loss improved from a loss of $39.8 million in the nine-month period ended June 30, 2017 to a loss of $8.7 million in the nine-month
period ended June 30, 2018. Of this variance, $0.6 million arose from adverse currency movements. This resulted in a constant currency improvement of
$30.9 million, mainly due to a reduction in transaction expenses, a reduction in interest expense, an increase in revenue and the change in fair value of
liabilities. This was partly offset by higher cost of sales, depreciation and amortization and stock-based compensation.
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Results of Operations –
Nine Months ended June 30, 2018 compared to Nine Months ended June 30, 2017 –
Server Based Gaming Segment
SBG segment, Key Performance Indicators
For the Nine-Month Period ended
June 30,
June 30,
2018
2017

SBG
End of period installed base (# of terminals)
Average installed base (# of terminals)
Customer Gross Win per unit per day (1)
Customer Net Win per unit per day (1)
Inspired Blended Participation Rate

£
£

32,579
30,606
114.19
81.52
6.1%

£
£

28,011
27,264
118.04 £
85.12 £
6.0%

Variance
2018 vs 2017
%
4,568
3,342
(3.85)
(3.60)
0.1%

16.3%
12.3%
(3.3)%
(4.2)%

(1) Includes all SBG terminals in which the company takes a participation revenue share across all territories.

For definitions of the terms used in the table above, see the definitions provided under the corresponding “SBG segment, Key Performance Indicators” table
for the three-month periods ended June 30, 2017 and 2018, set forth earlier in this Management’s Discussion and Analysis section.
SBG segment, key events that affected results for the Nine Months ended June 30, 2018
Our SBG rollout into the Greek market continued during the period, with approximately 4,800 terminals installed as of June 30, 2018. During the period a
further 3,000 terminals were awarded, which form part of our phase two rollout plan to be delivered across 2018 and also carry a software license sale award.
The performance of our Greek terminals continues to be strong compared to other suppliers during the period.
During the period, we launched our new SBG cabinet, the “Flex 4K” product with trials with two of our major UK LBO customers, and we sold 600 Flex
terminals to our second largest UK LBO customer, all of which were installed before the end of the period. We deployed a further 600 of our “Eclipse”
terminals with the same UK customer, resulting in a total machine growth of 23% with this customer.
Two of our major UK LBO customers agreed contract extensions which included additional deployment of terminals, further increasing our UK LBO estate.
In the Italian market, a contract extension was agreed for a further four years with our largest customer. The contract included a continuation of hardware,
platform and games supply, but in addition to this we will provide up to 2,024 SBG VLT terminals with both remote and field services. The contract also
included an increased revenue share due to the Company. Customer Gross Win per unit per day (in EUR) in the Italian market increased by 11.7% due to new
content releases.
Overall, the size of our Average Installed Base increased 12.3%, to 30,606, due to our continued terminal rollout in Greece and growth from new contract
awards in the UK LBO estate. Customer Gross Win per unit per day (in our functional currency, GBP) decreased by 3.3% across the entire estate, driven by the
impact of our SBG installations in Greece, as our Greek machines return a lower daily Customer Gross Win compared to our UK machines. Our blended
participation rate increased 0.1% to 6.1% due to an increased proportion of Greece installed base.
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SBG segment, Nine Months ended June 30, 2018 compared to Nine Months ended June 30, 2017
Server Based Gaming

For the Nine-Month Period ended
Unaudited
Unaudited
June 30,
June 30,

(In thousands)
Revenue:
Service
Hardware
Total revenue

2018
$ '000
$

Variance

2017
$ '000

69,931
7,630
77,561

$

2018 vs 2017
$ '000
%

52,988
9,930
62,918

$ 16,943
(2,300 )
14,643

Cost of sales, excluding depreciation and
amortization:
Cost of service
Cost of hardware
Total cost of sales

(13,333)
(7,058 )
(20,391)

(8,610)
(8,520 )
(17,130)

(4,723)
1,462
(3,261)

Selling, general and administrative expenses

(11,789)

(11,562)

(227)

(202)

(129)

(25,165)

(18,215)

Stock-based compensation
Depreciation and amortization
Net operating profit
Exchange Rate - $ to £

$

20,014
1.37

$

Currency
Movement

15,882

$

32.0% $
(23.2 )%
23.3%

$

(1,138)
(1,138)

(1,095)
(630 )
(1,725)

195
195

2.0%

(964)

234

(73)

56.6%

(17)

(6,950)

38.2%

(2,058)

4,132

54.9%
(17.2 )%
19.0%

5,675
671
6,346

Variance
Days
Movement
Like-for-Like Variance

26.0 % $

1,582

$

$

12,406
(2,971 )
9,435

23.9%
(29.9 )%
15.3%

(3,823)
2,092
(1,731)

45.4%
(24.6 )%
10.2%

503

(4.4)%

-

(56)

43.8%

346

(5,238)

29.3%

2,912

18.8 %

(362 )

$

1.26

SBG segment revenue. In the nine-month period ended June 30, 2018, SBG revenue increased $14.6 million, to $77.6 million, on a reported basis. Of this
increase, $6.3 million arose from favorable currency movements, partly offset by $1.1 million due to fewer days in the 2018 period. On a constant currency
basis, SBG revenue increased by $9.4 million, or 15.3%.
SBG service revenue increased by $16.9 million, or 32.0%, on a reported basis. Of this increase, $5.7 million arose from favorable currency movements, partly
offset by $1.1 million due to there being fewer days in the 2018 period. On a constant currency basis, SBG service revenue increased by $12.4 million, or
23.9%, to $69.9 million, primarily due to the continued rollout of terminals into Greece. This rollout drove additional participation revenue of $5.2 million
and other recurring revenue of $1.6 million. In addition, during the 2018 period we completed a software license sale into the Greek market, generating
revenue of $5.6 million.
SBG service revenue increased on a constant currency basis in the Greek, UK Other, Italian and UK LBO markets by $12.3 million, $0.3 million, $0.3 million
and $0.2 million, respectively, due to the continued rollout in Greece and growth in the UK and Italy markets. This was partly offset by a decrease in service
revenue in other jurisdictions by $0.7 million due to the revised terms in Colombia following the sale of machines in 2017.
UK LBO Customer Gross Win per unit per day grew by 1.8%. These gains were offset by revised terms agreed in a SBG contract extension and a SBG contract
renewal with two major customers in our UK LBO market, respectively. The contract extension and renewal allowed us to continue to generate revenue
without the obligation to make further capital investment.
SBG hardware revenue decreased by $2.3 million to $7.6 million, on a reported basis, including favorable currency movements of $0.7 million. On a constant
currency basis, SBG hardware revenue decreased by $3.0 million, principally due to higher terminal sales in 2017 in the Greek, ETG and Colombian markets,
totaling $3.9 million, $0.9 million and $0.7 million, respectively. This is partly offset by higher sales in 2018 in the UK market of $2.6 million
SBG segment operating profit. In the nine-month period ended June 30, 2018, SBG operating profit increased by $4.1 million to $20.0 million, on a reported
basis. Of this variance, $1.6 million arose from favorable currency movements, offset by a decrease of $0.4 million due to there being fewer days in the period.
On a constant currency basis, SBG operating profit increased by $2.9 million, or 18.8%.
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SBG cost of sales (excluding depreciation and amortization) increased by $3.3 million to $20.4 million, on a reported basis. Of this variance, $1.7 million
arose from adverse currency movements, partly offset by $0.2 million due to there being fewer days in the period. On a constant currency basis, cost of sales
increased by $1.7 million. This was principally due to an increase in service costs of $3.8 million (due to Greek SBG service costs of $2.5 million), and
additional machine consumable costs of $1.0 million offset by lower hardware costs of $2.1 million due to lower hardware sales in the Greek market.
SBG SG&A expenses increased by $0.2 million to $11.8 million, on a reported basis. Of this variance, $1.0 million arose from adverse currency movements,
partly offset by $0.2 million due to there being fewer days in the period. This resulted in a constant currency decrease of $0.5 million.
SBG depreciation and amortization increased by $7.0 million to $25.2 million on a reported basis. Of this amount, $2.1 million arose from adverse currency
movement, partially offset by $0.3 million due to there being fewer days in the period. On a constant currency basis, the increase was $5.2 million, driven by
a $3.6 million increase in intangible amortization due to new projects going live in the Greek and UK markets plus an increase in machine and machine
related depreciation of $0.6 million, driven by the continued terminal rollout in the Greek and UK markets. This was partially offset by savings from fully
depreciated terminals in the Italian market and the sale of assets in the Colombian market.
SBG segment, Revenue by Region
Set forth below is a breakdown of our SBG service revenue by geographic region. SBG service revenue consists principally of SBG participation revenue.
Server Based Gaming Service Revenue by Region

For the Nine-Month Period ended
Unaudited
Unaudited
June 30,
June 30,

(In thousands)
Service Revenue:
UK LBO
UK Other
Italy
Greece
Rest of the World
Total service revenue

2018

Variance

2017

2018 vs 2017

$

43,683
4,755
6,797
13,860
837

$

40,824
4,135
6,044
531
1,454

$

$

69,931

$

52,988

$ 16,944

Exchange Rate - $ to £

1.37

Currency
Movement

2,859
620
753
13,330
(618)

Variance
Days
Movement
Like-for-Like Variance

7.0% $
15.0%
12.5%
2,511.3%
(42.5)%

3,582
392
563
1,069
69

$

(886) $
(97)
(122)
(33)

32.0 % $

5,675

$

(1,138 ) $

1.26

Results of Operations –
Nine Months ended June 30, 2018 compared to Nine Months ended June 30, 2017 –
Virtual Sports Segment
Virtual Sports segment, Key Performance Indicators

Virtual Sports
No. of Live Customers at the end of the period
Average No. of Live Customers
Total Revenue (£'000)
Total Revenue £'000 - Retail
Total Revenue £'000 - Interactive
Average Revenue Per Customer per day (£)

For the Nine-Month Period ended
June 30,
June 30,
2018
2017

£
£
£
£

95
89
20,608
12,683
7,926
847

82
79
19,488
12,221
7,267
884

£
£
£
£
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Variance
2018 vs 2017
%

£
£
£
£

13
10
1,120
462
659
(37)

15.9%
12.8%
5.7%
3.8%
9.1%
(4.2)%

163
326
312
12,260
(653)
12,407

0.4%
8.1%
5.3%
2,309.8%
(46.0)%
23.9 %

For definitions of the terms used in the table above, see the definitions provided under the corresponding “Virtual Sports segment, Key Performance
Indicators” table for the three-month periods ended June 30, 2017 and 2018, set forth earlier in this Management’s Discussion and Analysis section.
Virtual Sports segment, key events that affected results for the Nine Months ended June 30, 2018
As of June 30, 2018, OPAP offered our Virtual Sports product in over 3,400 retail venues following the launch in April 2017.
In the UK our Virtual Sports products continued to drive incremental growth with Betfred with the network solution deployed in over 1,600 retail venues.
During the nine-month period, our Virtual Sports revenue grew in Poland through the retail venues and online channels of Fortuna (now deployed in over
400 retail venues), Central Europe’s largest betting operator. Under an agreement that extends to 2019, Fortuna customers in Poland are able to play Virtual
Football (soccer), Virtual Horses, Virtual Greyhounds, Virtual Speedway and Virtual Motor Racing. We also launched Virtual Sports in Finland through the
retail venues and online channels of Veikkaus, Finland’s national lottery.
In April 2018 we launched our Virgo™ RGS and premium omni-channel casino content in Italy with SNAI, and soon to launch with Sisal, Eurobet and
Betsson’s StarCasino.
Inspired won the tender to provide our Virtual Sports products to one of the two Moroccan state lotteries deploying in 200 retail venues.
During the period we celebrated the success of our Virtual Grand National 2018, which saw the predicted winner, Tiger Roll, finish in first place in the live
event at Aintree Racecourse. The Grand National is an annual steeplechase horse race that attracts both serious and casual sports fans, and is seen by over 500
million television viewers.
By the end of the nine-month period, our Mobile RGS business was live with twenty-five customers having launched sixteen new customers since June 30,
2017, including Bet Victor, Aspire Global, White Hat Gaming, Casino Land, Casino777 and Netbet.
The Average Number of Live Customers increased by ten, from 79 to 89, including new Mobile RGS customers.
Virtual Sports segment, Nine Months ended June 30, 2018 compared to Nine Months ended June 30, 2017
Virtual Sports
(In thousands)
Service Revenue

For the Nine-Month Period ended
Unaudited
Unaudited
June 30,
June 30,
2018
2017
$

28,205

$

24,490

Variance
Currency
Movement

2018 vs 2017
$

3,715

15.2% $

2,325

Variance
Days
Movement
Like-for-Like Variance
$

(424)

$

1,815

7.5%

Cost of Service

(3,742)

(2,536)

(1,206)

47.6%

(307)

60

(959)

38.7%

Selling, general and administrative expenses

(5,668)

(4,472)

(1,196)

26.7%

(464)

110

(842)

19.3%

(238)

(157)

(81)

51.6%

(19)

-

(62)

39.2%

(5,104 )

(4,193 )

(911 )

21.7 %

(417 )

65

(559 )

13.5 %

(607 )

(4.7 )%

Stock-based compensation
Depreciation and amortization
Net operating profit
Exchange Rate - $ to £

$

13,453
1.37

$

13,132
1.26

43

$

321

2.4 % $

1,117

$

(188 )

$

Virtual Sports segment revenue. In the period ended June 30, 2018, Virtual Sports revenue increased $3.7 million on a reported basis. Of this increase, $2.3
million arose from favorable currency movements, partly offset by $0.4 million due to there being fewer days in the period. On a constant currency basis,
Virtual Sports revenue increased by $1.8 million, or 7.5%, to $28.2 million.
Growth was negatively affected by $1.5 million due to a reduction in revenue from long-term Virtual Sports licenses that have now come to an end, $0.7
million due to a timing difference in the 2018 contract renewal of a major customer and $0.5 million due to the recognition of revenues previously
unreported to us in 2017. Excluding these items, underlying Virtual Sports revenue increased by $4.5 million on a constant currency basis, or 24.3%. Of this
$3.5 million was driven by Virtual Sports land-based and online, driven by new customer revenue in Finland of $0.3 million as well as continued growth in
Greece, UK, Ireland and Poland of $2.0 million $0.6 million, $0.4 million and $0.3 million, respectively. The remaining $1.0 million increase arose from
further Mobile RGS penetration into the mobile market, where the number of our customers increased from nine to twenty-five.
Virtual Sports segment operating profit. In the period ended June 30, 2018, Virtual Sports operating profit increased by $0.3 million on a reported basis to
$13.5 million. Of this increase, $1.1 million arose from favorable currency movements, partly offset by $0.2 million due to there being fewer days in the
period. On a constant currency basis, this represented a decrease of $0.6 million.
Virtual Sports cost of service increased by $1.2 million to $3.7 million, on a reported basis. Of this increase, $0.3 million arose from adverse currency
movements, offset by $0.1 million due to there being fewer days in the period. On a constant currency basis, cost of service increased by $1.0 million, due to
additional third-party costs payable on new recurring contracts.
Virtual Sports SG&A expenses increased by $1.2 million, on a reported basis. Of this increase, $0.5 million arose from adverse currency movements, offset by
$0.1 million due to there being fewer days in the period. This resulted in a constant currency increase of $0.8 million.
Virtual Sports depreciation and amortization increased by $0.9 million to $5.1 million, on a reported basis. Of this increase, $0.4 million arose from adverse
currency movement, offset by $0.1 million due to there being fewer days in the period. This resulted in a constant currency increase of $0.6 million, due to
additional depreciation of platforms and games going live.
Non-GAAP Financial Measures
We use certain non-GAAP financial measures, including EBITDA and Adjusted EBITDA, to analyze our operating performance. We use these financial
measures to manage our business on a day-to-day basis. We believe that these measures are also commonly used in our industry to measure performance. For
these reasons, we believe that these non-GAAP financial measures provide expanded insight into our business, in addition to standard U.S. GAAP financial
measures. There are no specific rules or regulations for defining and using non-GAAP financial measures, and as a result the measures we use may not be
comparable to measures used by other companies, even if they have similar labels. The presentation of non-GAAP financial information should not be
considered in isolation from, or as a substitute for, or superior to, financial information prepared and presented in accordance with U.S. GAAP. You should
consider our non-GAAP financial measures in conjunction with our U.S. GAAP financial measures.
We define our non-GAAP financial measures as follows:
EBITDA is defined as net loss excluding depreciation and amortization, interest expense, interest income and income tax expense.
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Adjusted EBITDA is defined as net loss excluding depreciation and amortization, interest expense, interest income and income tax expense, and other
additional exclusions and adjustments. Such additional excluded amounts include stock-based compensation U.S. GAAP charges where the associated
liability is expected to be settled in stock, and changes in the value of earnout liabilities and income and expenditure in relation to legacy portions of the
business (being those portions where trading no longer occurs) including closed defined benefit pension schemes. Additional adjustments are made for items
considered outside the normal course of business, including (1) restructuring costs, which include charges attributable to employee severance, management
changes, restructuring and integration (2) merger and acquisition costs and (3) gains or losses not in the ordinary course of business.
We believe Adjusted EBITDA, when considered along with other performance measures, is a particularly useful performance measure, because it focuses on
certain operating drivers of the business, including sales growth, operating costs, selling and administrative expense and other operating income and
expense. We believe Adjusted EBITDA can provide a more complete understanding of our operating results and the trends to which we are subject, and an
enhanced overall understanding of our financial performance and prospects for the future. Adjusted EBITDA is not intended to be a measure of liquidity or
cash flows from operations or a measure comparable to net income or loss, because it does not take into account certain aspects of our operating performance
(for example, it excludes non-recurring gains and losses which are not deemed to be a normal part of underlying business activities). Our use of Adjusted
EBITDA may not be comparable to the use by other companies of similarly termed measures. Management compensates for these limitations by using
Adjusted EBITDA as only one of several measures for evaluating our operating performance. In addition, capital expenditures, which affect depreciation and
amortization, interest expense, and income tax benefit (expense), are evaluated separately by management.
Adjusted Revenue (Revenue Excluding Nil Margin Hardware Sales) is defined as revenue excluding hardware sales that are sold at nil margin with the
intention of securing longer term recurring revenue streams.
Incremental Costs since Closing of the Business Combination is defined as the incremental costs incurred as a result of becoming a public company, shown
to allow comparability to the prior periods when we were not a public company. These costs include costs associated with the public company’s Board of
Directors and its committees and advisors, the remuneration of those who became employed or received increases as a result of the Business Combination,
SEC counsel costs and costs associated with PCAOB audit compliance.
Constant Currency. Currency impacts shown have been calculated as the current-period average GBP: USD rate less the equivalent average rate in the prior
period, multiplied by the current period amount in our functional currency (GBP). The remaining difference, referred to as constant currency, is calculated as
the difference in our functional currency, multiplied by the prior-period average GBP: USD rate, as a proxy for constant currency movement.
Currency Movement represents the difference between the results in our reporting currency (USD) and the results on a Constant Currency basis.
Days Movement represents values relating to the additional six days in the 2017 half year as compared to the 2018 half year using specific information where
available and otherwise applying a straight-line method that reflects pro-rated values.
Like-for-Like Variance represents the difference between the results in our reporting currency calculated under GAAP and the results after adjusting for
Currency Movement and Days Movement impacts.
Reconciliations from net loss, as shown in our Consolidated Statements of Operations and Comprehensive Loss, to Adjusted EBITDA are shown below.
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Reconciliation to Adjusted EBITDA
For the Three-Month Period ended
Unaudited
Unaudited
June 30,
June 30,
2018
2017

(In thousands)
Net loss

$

Items Relating to Legacy Activities:
Pension charges
Costs relating to former operations

(4,019) $

(8,333)

135
3

177
-

Items outside the normal course of business:
Costs of group restructure
Transaction fees

1,655
14

29
73

Stock-based compensation expense

1,485

1,377

$

8,705
7,714
(86 )
9,656

£

7,531

Depreciation and amortization
Total other expense, net
Income tax
Adjusted EBITDA

$

10,616
5,599
39
15,526

Adjusted EBITDA

£

11,411

Exchange Rate - $ to £

1.36

1.28

Notes to table:
(1) “Pension charges” are profit and loss charges included within selling, general and admin expenses, relating to a defined benefit scheme which was closed
to new entrants in 1999 and to future accrual in 2010. As well as the amortization of net loss, the figure also includes charges relating to the Pension
Protection Fund (which were historically borne by the pension scheme) and a small amount of associated professional services expenses. These costs are
included within Central Functions.
(2) “Costs relating to former operations” refers to gains and losses from our Mexican SBG division, which ceased trading prior to the years shown in the
consolidated financial statements included in this report. This affects Server Based Gaming results.
(3) “Costs of group restructure” include redundancy costs, Payments In Lieu of Notice Costs and any associated employer taxes. To qualify as being an
adjusting item, costs must be part of a large restructuring project, which will net save future costs.
(4) Transaction fees, Stock-based compensation expense, Depreciation and amortization, Total other expense, net and Income tax are as described above in
the Results of Operations line item discussions.
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For the Nine-Month Period ended
Unaudited
Unaudited
Adjusted
June 30,
June 30,
June 30,
2018
2017
2017

(In thousands)
Net loss

$

(8,672) $

(39,834) $

(38,916)

Items Relating to Legacy Activities:
Pension charges
(Credit)/Costs relating to former operations
Litigation settlement

414
8
260

Items outside the normal course of business:
Costs of group restructure
Transaction fees

2,691
816

497
11,346

497
11,346

Stock-based compensation expense

5,934

2,703

2,703

Depreciation and amortization
Total other expense, net
Income tax
Adjusted EBITDA
Adjusted EBITDA

Exchange Rate - $ to £

$

31,296
4,863
155
37,765

£

27,612

1.37

522
(70)
-

511
(62)
-

$

23,877
27,731
(3 )
26,769 $

23,379
26,931
(3 )
26,387

£

21,316

21,011

1.26

£

1.26

Notes to table:
(1) The adjusted column restates the prior year figures based on a 273-day period rather than the actual 279-day period so as to show a constant currency
comparison.
(2) “Litigation settlement” refers to settlement of an employment related litigation with the former general counsel of Hydra Industries Acquisition Corp.
(3) For definitions of the terms used in the table, see notes 1-4 to the prior table showing the reconciliation of Adjusted EBITDA for the three-month periods
ended June 30, 2017 and 2018.
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Reconciliation to Adjusted Revenue
We believe that accounting for nil margin hardware sales in conformance with U.S. GAAP can result in a distorted presentation of our revenue and growth.
Therefore, we use Revenue Excluding Nil Margin Sales, or Adjusted Revenue, to internally analyze our operating performance. A reconciliation from
revenue, as shown in our Consolidated Statements of Operations and Comprehensive Loss included elsewhere in this report, to Adjusted Revenue is shown
below.
For the Three-Month Period ended
Unaudited
Unaudited
June 30,
June 30,
2018
2017

(In thousands)
Net revenues
Less Nil Margin Sales
Adjusted Revenue

$

$

$

36,926
(412 )
36,514

$

32,311
(2,934 )
29,377

Adjusted Revenue

£

26,835

£

22,911

Exchange Rate - $ to £

$

1.36

$

1.28

For the Nine-Month Period ended
Unaudited
Unaudited
Adjusted
June 30,
June 30,
June 30,
2018
2017
2017

(In thousands)
Net revenues
Less Nil Margin Sales
Adjusted Revenue

$

$

$

105,766
(4,021 )
101,745

Adjusted Revenue

£

74,392

Exchange Rate - $ to £

1.37
48

$

$

87,408
(4,319 )
83,089

$

85,845
(4,319 )
81,526

£

66,163

£

64,918

1.26

1.26

Liquidity and Capital Resources
Nine Months ended June 30, 2018 compared to Nine Months ended June 30, 2017

(in thousands)
Net loss
Non-cash interest expense
Change in fair value of derivative and earnout liabilities and stock based compensation
expense
Other net cash provided by operating activities
Net cash provided by operating activities
Net cash used in investing activities
Net cash provided by financing activities
Effect of exchange rates on cash
Net (decrease)/increase in cash and cash equivalents

$

Period Ended
Variance
June 30,
June 30,
2018
2017
2018 to 2017
(8,672) $
(39,834) $
31,162
5,824
9,762
(3,938)
(4,014)
24,631
17,769

$

(28,142)
1,139
(618 )
(9,852 ) $

6,314
27,957
4,199
(29,065)
43,950
2,130
21,214 $

(10,328)
(3,326 )
13,570
923
(42,811)
(2,748 )
(31,066 )

Net cash provided by operating activities. In the 2018 nine-month period, net cash inflow generated by operating activities was $17.8 million, compared to a
$4.2 million inflow in the prior nine-month period, representing an $13.6 million improvement in cash generation.
Non-cash interest expense decreased by $3.9 million, to $5.8 million, as a consequence of the Business Combination in the prior nine-month period. As part
of that transaction, outstanding PIK loan notes became internal and were subsequently waived on May 31, 2017. The related non-cash interest expense
ceased to be an external charge to the Company from the date of the Business Combination.
Change in fair value of derivative and earnout liabilities and stock based compensation expense decreased by $10.3 million from an inflow of $6.3 million to
an outflow of $4.0 million. Movements in the market value of the stock price resulted in a $13.2 million higher outflow in the 2018 nine-month period which
was partly offset by a $2.9 million movement in stock based compensation expense.
Other net cash provided by operating activities decreased by $3.3 million, to $24.6 million. This decrease is largely explained by the relative movements in
the level of capital creditors (included within supplier payables) of $7.1 million and movements in inventory holding levels $4.7 million, both as a result of
timing of relative levels of activity in machine build. These were offset by a higher current year depreciation charge $7.4 million.
Net cash used in investing activities. In the 2018 nine-month period, net cash used in investing activities decreased by approximately $0.9 million, to $28.1
million. The decrease was attributable to $3.1 million lower spending on capital software compared to the prior nine-month period due to the relative project
and staff resource mix. This was partly offset by higher levels of spend relating to plant, property and equipment due to the continued rollout of machines
into Greece.
Net cash provided by financing activities. In the 2018 nine-month period, net cash from financing activities decreased by $42.8 million, to a $1.1 million
inflow. This was due to the prior period benefitting from a cash injection of $16.7 million received following the Business Combination, and $21.6 million of
proceeds received from a private placement of common stock. In addition, during the 2018 nine-month period, we paid $7.7 million to reduce the
outstanding balance under our then-existing senior debt facility. This was partly offset by a $3.6 million increase in proceeds from greater utilization of our
then-existing revolver facility in the 2018 nine-month period.
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Funding Needs and Sources
To fund our obligations, we have historically relied on a combination of cash flows provided by operations and the incurrence of additional debt or the
refinancing of existing debt. As of June 30, 2018, we had liquidity of $10.2 million in cash and cash equivalents. This compares to $22.7 million at the end
of the prior nine-month period. We had a working capital outflow of $6.7 million in the 2018 nine-month period, compared to a $4.1 million inflow in the
prior nine-month period. The level of our working capital surplus or deficit varies with the level of machine production we are undertaking and our
capitalization. In periods where significant levels of machines are being produced, the levels of inventory and creditors are higher than average and there is a
natural timing difference between converting the stock into sellable or capitalized plant and settling payments to suppliers. These factors, along with
movements in trading activity levels, can result in significant working capital volatility. In periods of low activity, our working capital volatility is reduced.
Working capital is reviewed and managed with the aim of ensuring that current liabilities are covered by the level of cash held and the expected level of
short-term receipts.
Significant portions of our cash flows from operations arise in Greece, from our operations in that country. As of June 30, 2018, $2.6 million of our $10.2
million of cash and cash equivalents had arisen in Greece and was being held there in our Greek accounts. In the ordinary course of business, we seek from
time to time to transfer funds earned in Greece to accounts of ours outside Greece. However, Greece imposes capital controls that complicate, and can delay or
prevent, the flow of capital out of that country. Historically, we have always been able to complete such transfers. Nevertheless, if approvals of our transfers of
funds out of Greece are ever materially delayed or prevented, our cash planning and our ability to deploy cash across our operations could be adversely
affected. See “Risk Factors – The capital controls imposed by Greece as a consequence of its financial crisis can cause problems for the transfer of our
earnings out of Greece.”
Management currently believes that the Company’s cash balances on hand, cash flows expected to be generated from operations, ability to control and defer
capital projects and amounts available from the Company’s external borrowings will be sufficient to fund the Company’s net cash requirements through
August 2019. If the Company were to undertake any acquisitions, it might be required to finance them, in whole or in part, by issuing additional equity or
debt securities or increasing its borrowing levels.
After the quarter end, we refinanced our external borrowings. Unless otherwise indicated, the discussion below, from “—Long Term and Other Debt” through
“—Contractual Obligations”, addresses our financial position, including our then-existing external borrowings, as of June 30, 2018, prior to the refinancing.
For information regarding our refinanced external borrowings, see “—Refinancing of External Borrowings”, below.
Long Term and Other Debt
(In thousands)
Cash held
Revolver drawn
Original principal senior debt
Compounded PIK interest
PIK interest accrued
Cash interest accrued
Finance lease creditors
Total

£

£

June 30, 2018
7,707 $
10,176 £
(12,320)
(16,266)
(72,500)
(95,722)
(12,070)
(15,936)
(487)
(643)
(612)
(808)
(497 )
(656 )
(90,779 ) $
(119,856 ) £

As of June 30, 2018, our long-term debt consisted of senior bank debt and a revolving credit facility.
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June 30, 2017
17,468 $
22,700
(12,320) $
(16,010)
(72,500) $
(94,214)
(12,130) $
(15,763)
(487) $
(633)
(885) $
(1,150)
(942 ) $
(1,224 )
(81,796 ) $
(106,294 )

As of June 30, 2018, the Company had bank facilities of £90.0 million (equivalent to approximately $118.8 million), consisting of a senior term loan facility
of £72.5 million (equivalent to approximately $95.7 million) and a revolving credit facility of £17.5 million (equivalent to approximately $23.1 million). As
of June 30, 2018 and June 30, 2017, the Company had aggregate borrowings under the term loan facility of £72.5 million (equivalent to $95.7 million) and
£72.5 million (equivalent to $94.2 million), respectively. As of June 30, 2018, the term loan facility imposed a cash interest rate on outstanding borrowings
equal to the base rate margin of 7.00% per annum, plus the higher of 3.00% and LIBOR, and the current rate at which cash interest accrued was 10.00% per
annum. The Company had interest accruals of £0.6 million (equivalent to $0.8 million) and £0.9 million (equivalent to $1.2 million) at June 30, 2018 and
June 30, 2017, respectively. In addition, as of June 30, 2018, the term loan facility imposed PIK interest at a rate of 7.00% per annum on the outstanding
borrowings, which amount is added to the total principal outstanding. The Company had PIK interest accruals of £0.5 million (equivalent to $0.6 million)
and £0.5 million (equivalent to $0.6 million) at June 30, 2018 and June 30, 2017, respectively. The term loan facility was scheduled to mature on September
30, 2019.
As of June 30, 2018 and June 30, 2017, the Company had aggregate borrowings under the revolving credit facility of £12.3 million (equivalent to $16.3
million) and £12.3 million (equivalent to $16.0 million), respectively. As of June 30, 2018, the revolving credit facility imposed a cash interest rate on
outstanding borrowings equal to the base rate margin of 5.00% per annum, plus LIBOR, and the current rate at which cash interest accrued was 5.50% per
annum. In addition, a commitment fee was payable with respect to unutilized borrowing capacity at a rate of 2.00% per annum. The revolving credit facility
was scheduled to mature on August 17, 2019. In addition to the revolving credit facility borrowings described above, further amounts under the facility have
been used for the Company’s VAT Duty Deferment guarantee and the Company’s credit card program. The amounts so used as of June 30, 2018 and June 30,
2017 were $0.2 million and $0.2 million, respectively.
Debt issuance fees were capitalized at the time the debt was issued. As at June 30, 2018 and June 30, 2017, the amount of debt issuance fees capitalized was
$0 and $0.3 million, respectively.
Debt Covenants
Under our debt facilities in place as of June 30, 2018, we were subject to covenant testing at quarterly intervals. The covenant testing was set at the level of
DMWSL 631 Limited, an intermediate holding company above all trading companies, and consisted of tests on Leverage (Net Debt/EBITDA), Interest Cover
(EBITDA/Interest Costs) and Super Senior Leverage (Net Debt + Revolver/EBITDA). These were measured under UK generally accepted accounting
principles. In addition to the quarterly tests, there was an annual requirement that no more than £3 million be spent on non-machine capital additions,
excluding labor capitalization.
All of our operations are included within the DMWSL 631 Limited group, except for certain overhead and director fees and expenses, non-recurring costs
relating to the Business Combination and the movement in stock-based compensation expense and fair values on earnout and derivative liabilities. The costs
of these items in the nine months ended June 30, 2018 were $4.8 million, $0.6 million and -$5.7 million, respectively, and in the nine months ended June 30,
2017 were $2.3 million, $4.6 million and $4.9 million, respectively.
There were no breaches of the debt covenants in the periods ended June 30, 2018 and June 30, 2017.
Liens and Encumbrances
As of June 30, 2018, our senior bank debt was secured by the imposition of a fixed and floating charge in favor of the lender over all the assets of the
Company and certain of the Company’s subsidiaries.
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Contractual Obligations
As of June 30, 2018, our contractual obligations, adjusted to reflect the refinancing of external borrowings effected on August 13, 2018, were as follows:
Contractual Obligations (in thousands)
Operating activities
Interest on long term debt
Financing activities
Revolver repayment
Senior bank debt - principal repayment
Senior bank debt - compounded PIK debt interest
Finance lease payments
Interest on non-utilization fees
Total

Less than
1 year

Total
$

78,577

$

16,266
95,722
26,772
656
565
218,558

$

13,634

$

0
0
0
523
450
14,608

1-3 years
$

31,525

$

0
0
0
133
115
31,773

More than
5 years

3-5 years
$

31,525

$

16,266
0
0
0
0
47,791

$

1,892

$

0
95,722
26,772
0
0
124,386

Refinancing of External Borrowings
After the quarter end, on August 13, 2018, the Company and certain of its subsidiaries entered into a series of transactions that effected the refinancing of the
group’s external borrowings, replacing the group’s senior term and revolving facilities, originally entered into in 2014, with senior notes of $140.0 million
and a revolving credit facility of £7.5 million (equivalent to approximately $9.9 million). The senior notes have a 5-year duration and carry a cash interest
rate of 9% plus 3-month LIBOR, and the revolving credit facility has a 3-year duration and carries a cash interest rate on any utilization at 4% plus 3-month
LIBOR, with any unutilized amount carrying a 1.4% cash interest cost. In connection with the refinancing, the Company also entered into a three-year, fixedrate, cross-currency swap. For further information regarding the new external borrowings and the swap, see Note 23 to the Interim Condensed Consolidated
Financial Statements, “Subsequent Events”.
Off-Balance Sheet Arrangements
As of June 30, 2018, there were no off-balance sheet arrangements, as defined in Item 303(a)(4)(ii) of Regulation S-K.
Critical Accounting Policies
The preparation of our unaudited condensed consolidated financial statements in conformity with accounting principles generally accepted in the United
States (“U.S. GAAP”) requires management to exercise its judgment. We exercise considerable judgment with respect to establishing sound accounting
policies and in making estimates and assumptions that affect the reported amounts of our assets and liabilities, our recognition of revenues and expenses, and
our disclosure of commitments and contingencies at the date of the consolidated financial statements. On an on-going basis, we evaluate our estimates and
judgments. We base our estimates and judgments on a variety of factors, including our historical experience, knowledge of our business and industry and
current and expected economic conditions, that are believed to be reasonable under the circumstances, the results of which form the basis for making
judgments about the carrying values of assets and liabilities that are not readily apparent from other sources. We periodically re-evaluate our estimates and
assumptions with respect to these judgments and modify our approach when circumstances indicate that modifications are necessary. While we believe that
the factors we evaluate provide us with a meaningful basis for establishing and applying sound accounting policies, we cannot guarantee that the results will
always be accurate. Since the determination of these estimates requires the exercise of judgment, actual results could differ from such estimates.
Please refer to our Annual Report on Form 10-K filed with the SEC on December 4, 2017, for a further discussion of our critical accounting policies. During
the nine months ended June 30, 2018, there were no material changes to these policies.
ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK
Our principal market risks are our exposure to changes in interest rates and foreign currency exchange rates.
Interest Rate Risk
We have external borrowings that are subject to the risk of higher interest charges associated with increases in interest rates. As of June 30, 2018, we had
£72.5 million ($95.7 million) of senior bank debt and £12.1 million ($15.9 million) of capitalized PIK debt interest that is subject to a floating interest rate
charge that can vary with the LIBOR rate if this rate increases over a level of 3%. Due to the current rates of LIBOR, if floating interest rates increased by 1%,
there would be no impact on the interest expense. If the floating interest rates increased by 5%, the additional interest charge would be approximately $2.1
million.
After the quarter end, we refinanced our external borrowings, and in connection therewith entered into a three-year, fixed-rate, cross-currency swap. For
further information regarding the swap, see Note 23 to the Interim Condensed Consolidated Financial Statements, “Subsequent Events”.

52

Foreign Currency Exchange Rate Risk
Our operations are conducted in various countries around the world and we receive revenue and pay expenses from these operations in a number of different
currencies. As such, our earnings are subject to movements in foreign currency exchange rates when transactions are denominated in (i) currencies other than
GBP, which is our functional currency, or (ii) the functional currency of our subsidiaries, which is not necessarily GBP. Excluding intercompany balances,
our Euro functional currency net assets total approximately $8.5 million and our US Dollar functional currency net liabilities total approximately $14.2
million. We use a sensitivity analysis model to measure the impact of a 10% adverse movement of foreign currency exchange rates against the US Dollar. A
hypothetical 10% adverse change in the value of the Euro and the US Dollar relative to GBP as of June 30, 2018 would result in translation adjustments of
approximately $1.0 million and $1.9 million, respectively, recorded in other comprehensive loss.
Included within our trading results are earnings outside of our functional currency. Retained earnings earned in Euros and in US Dollars in the nine months
ended June 30, 2018 were €1.2 million and $0.1 million, respectively. A hypothetical 10% adverse change in the value of the Euro and the US Dollar relative
to GBP as of June 30, 2018 would result in translation adjustments of approximately $0.1 million and $0.0 million, respectively, recorded in trading
operations.
The majority of the group’s trading is in GBP, the functional currency, although the reporting currency of the group is the US Dollar. As such, changes in the
GBP: USD exchange rate have an effect on the group’s results. A 10% weakening of GBP against the US Dollar would change the trading operational results
by approximately $0.9 million and would result in translation adjustments of approximately $0.5 million, recorded in other comprehensive loss.
After the quarter end, we refinanced our external borrowings, and in connection therewith entered into a three-year, fixed-rate, cross-currency swap. For
further information regarding the swap, see Note 23 to the Interim Condensed Consolidated Financial Statements, “Subsequent Events”.
ITEM 4. CONTROLS AND PROCEDURES
Evaluation of Disclosure Controls and Procedures
Disclosure controls and procedures are controls and other procedures designed to ensure that information required to be disclosed in our reports filed or
submitted under the Exchange Act is recorded, processed, summarized and reported within the time periods specified in the SEC’s rules and forms. Disclosure
controls and procedures include, without limitation, controls and procedures designed to ensure that information required to be disclosed in our reports filed
or submitted under the Exchange Act is accumulated and communicated to management, including our Certifying Officers, or persons performing similar
functions, as appropriate, to allow timely decisions regarding required disclosure.
Under the supervision and with the participation of our management, including our principal executive officer and our principal financial officer (together,
the “Certifying Officers”), we carried out an evaluation of the effectiveness of the design and operation of our disclosure controls and procedures as defined
in Rules 13a-15(e) and 15d-15(e) under the Exchange Act. Based on the foregoing, our Certifying Officers concluded that our disclosure controls and
procedures were effective as of June 30, 2018, the end of the period covered by this Report.
Changes in Internal Control over Financial Reporting
There were no changes in our internal control over financial reporting (as such term is defined in Rules 13a-15(f) and 15d-15(f) of the Exchange Act) during
the most recent fiscal quarter that have materially affected, or are reasonably likely to materially affect, our internal control over financial reporting.
53

PART II - OTHER INFORMATION
ITEM 1. LEGAL PROCEEDINGS
From time to time, we may become involved in lawsuits and legal proceedings arising in the ordinary course of business. While we believe that, currently, we
have no such matters that are material, there can be no assurance that existing or new matters arising in the ordinary course of business will not have a
material adverse effect on our business, financial condition or results of operations.
ITEM 1A. RISK FACTORS
Our business is subject to a high degree of risk. You should carefully read and assess our discussion of the risk factors facing our business, below. Any of
these risks could materially and adversely affect our business, operating results, financial condition and prospects, and cause the value of our common
stock to decline, which could cause investors in our common stock to lose all or part of their investments.
Risks Relating to Our Business and Industry
We operate in a highly competitive industry and our success depends upon our ability to effectively compete with numerous worldwide businesses.
We face competition from a number of businesses, including worldwide businesses, many of which have substantially greater financial resources and
operating scale than we do. Such competition could adversely affect our ability to win new contracts and sales and renew existing contracts. We operate in a
period of intense price-based competition in some key markets, which could affect the profitability of the contracts and sales we do win.
In certain markets, our businesses also face competition from suppliers, operators or licensees who offer products for internet gaming in illegal or unregulated
markets, but are still able or permitted to supply products and compete with us in regulated markets. These competitors often have substantially greater
financial resources and operating scale than we do.
If we cannot successfully compete in our industry and business segments, our business, results, financial condition and prospects could suffer.
We are heavily dependent on our ability to renew our long-term contracts with our customers and we could lose substantial revenue if we are unable to
renew certain of these contracts.
Generally, our Virtual Sports contracts are for initial terms of three to five years, with renewals at the customer’s option. Generally, our SBG terminal contracts
are for terms of four to six years (although in certain cases they are longer), but certain customers have options for early termination under certain
circumstances, and we may face pressure to renew or upgrade terminals during the lives of these contracts, which could adversely affect revenues or our return
on capital and leave us with surplus terminals. At any given time, we have multiple substantial customer contracts that have years to run and others that may
be nearing expiration or renewal, which we may lose if we cannot compete effectively to retain their business.
There can be no assurance that our current contracts will be extended or that we will be awarded contract extensions or new contracts as a result of
competitive bidding processes or otherwise. The termination, expiration or failure to renew one or more of our contracts could cause us to lose substantial
revenue.
Changes in applicable gambling regulations or taxation regimes may affect the revenues or profits generated by the contracts we enter into with our
customers. Many of the contracts have with our customers are on revenue-sharing terms, and therefore changes which adversely affect our customers may also
adversely affect us. In addition, such changes may cause our customers to seek to renegotiate their contracts, may alter the terms on which such customers are
prepared to renew their contracts and may affect their ability or willingness to renew their contracts.
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We rely on a relatively small number of customers for a significant portion of our sales, and the loss of, or material reduction in, sales to any of our top
customers could have an adverse effect on our business, results of operations, financial condition and prospects.
Certain key customers, including certain UK, Italian and Greek SBG terminal customers and certain Virtual Sports customers, make a significant contribution
to our revenues and profitability. Our top ten customers generated 70% of total revenues in the three and nine months ended June 30, 2018. During the three
months ended June 30, 2018, there were three customers that represented at least 10% of our revenues, accounting for 22%, 22% and 11% of the Company’s
revenues, respectively. During the nine months ended June 30, 2018, there were three customers that represented at least 10% of our revenues, accounting for
24%, 17% and 14% of the Company’s revenues, respectively. We expect that these customers will continue to represent a significant portion of our sales in
the future. However, the loss of any of our top customers, whether through contract expiry and non-renewal, breach of contract or other adverse factors could
materially adversely affect our revenues or return on capital and leave us with surplus terminals. Moreover, if any of these customers experience reduced
revenue, such reduction could adversely affect any revenue-sharing arrangements we have with those customers, reduce our own revenues and adversely
affect our financial results.
We are dependent on our relationships with key suppliers to obtain equipment and other supplies for our business on acceptable terms.
We have achieved significant cost savings through our centralization of equipment and non-equipment purchases. However, as a result, we are exposed to the
credit and other risks of a group of key suppliers. While we make every effort to evaluate our counterparties prior to entering into long-term and other
significant procurement contracts, we cannot predict the impact on our suppliers of the current economic environment and other developments in their
respective businesses. Insolvency, financial difficulties or other factors may result in our suppliers not being able to fulfill the terms of their agreements with
us. Further, such factors may render suppliers unwilling to extend contracts that provide favorable terms to us, or may force them to seek to renegotiate
existing contracts with us. In addition, our business has signed a number of significant contracts whose performance depends upon third party suppliers
delivering equipment on schedule for us to meet its contract commitments. Failure of the suppliers to meet their delivery commitments could result in us
being in breach of and subsequently losing those contracts. Although we believe we have alternative sources of supply for the equipment and other supplies
used in our business, concentration in the number of our suppliers could lead to delays in the delivery of products or components, and possible resultant
breaches of contracts that we have entered into with our customers, increases in the prices we must pay for products or components, problems with product
quality and other concerns.
Our ability to bid on new contracts is dependent upon our ability to fund any required up-front capital expenditures through our cash from operations,
the incurrence of indebtedness or the raising of additional equity capital.
Our SBG terminal contracts in the UK, Italy and Greece often require significant up-front capital expenditures for terminal assembly, software customization
and implementation, systems and equipment installation and telecommunications configuration. Historically, we have funded these up-front costs through
cash flows generated from operations and external borrowings. Our ability to continue to procure new contracts, including in new jurisdictions, will depend
upon, among other things, our liquidity levels at the time or our ability to obtain additional debt or equity funding at commercially acceptable terms to
finance the initial up-front costs. If we do not have adequate liquidity or are unable to obtain other funding for these up-front costs on favorable terms or at
all, we may not be able to bid on certain contracts, which could restrict our ability to grow and have an adverse effect on our ability to retain existing
contracts and therefore on future profitability.
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Our business depends upon the protection of our intellectual property and proprietary information.
We believe that our success depends, in part, on protecting our intellectual property in the UK and in other countries. Our intellectual property includes
certain trademarks relating to our systems, as well as certain patents and proprietary or confidential information that is not subject to patent or similar
protection. Our intellectual property protects the integrity of our games, systems, products and services, which is a core value of the industries in which we
operate. Protecting our intellectual property can be expensive and time-consuming, may not always be successful depending on local laws or other
circumstances, and we also may choose not to pursue registrations in certain countries. Competitors may independently develop similar or superior products,
software, systems or business models. In cases where our intellectual property is not protected by an enforceable patent, or other intellectual property
protection, such independent development may result in a significant diminution in the value of its intellectual property.
There can be no assurance that we will be able to protect our intellectual property. We enter into confidentiality or license agreements with our employees,
vendors, consultants and, to the extent legally permissible, our customers, and generally control access to, and the distribution of, our game designs, systems
and other software documentation and other proprietary information, as well as the designs, systems and other software documentation and other information
we license from others. Despite our effort to protect these proprietary rights, parties may try to copy our gaming products, business models or systems, use
certain of our confidential information to develop competing products, or independently develop or otherwise obtain and use our gaming products or
technology, any of which could have an adverse effect on our business. Policing unauthorized use of our technology is difficult and expensive, particularly
because of the global nature of our operations. The laws of some countries may not adequately protect our intellectual property.
There can be no assurance that our business activities, games, products and systems will not infringe upon, misappropriate of otherwise violate the
proprietary rights of others, or that other parties will not assert infringement or misappropriation claims against us. Any such claim and any resulting
litigation, should it occur, could subject us to significant liability for costs and damages and could result in invalidation of our proprietary rights, distract
management, and/or require us to enter into costly and burdensome royalty and licensing agreements. Such royalty and licensing agreements, if required,
may not be available on terms acceptable to us, or may not be available at all. In the future, we may also need to file lawsuits to defend the validity of our
intellectual property rights and trade secrets, or to determine the validity and scope of the proprietary rights of others. Such litigation, whether successful or
unsuccessful, could result in substantial costs and diversion of resources.
We also rely on certain products and technologies that we license from third parties. Proprietary licenses typically limit our use of intellectual property to
specific uses and for specific time periods. There can be no assurance that these third-party licenses, or the support for such licenses, will continue to be
available to us on commercially reasonable terms. In the event that we cannot renew and/or expand existing licenses, we may be required to discontinue or
limit our use of the products that include, incorporate, or rely on licensed intellectual property.
Our industry is subject to strict government regulations that could limit our existing operations and have a negative impact on our ability to grow.
In certain jurisdictions, forms of wagering, betting and lottery may be expressly authorized and governed by law and in other jurisdictions forms of wagering,
betting and lottery may be expressly prohibited by law. If expressly authorized, such activities are typically subject to extensive and evolving governmental
regulation. Gaming regulatory requirements vary from jurisdiction to jurisdiction. Therefore, we are subject to a wide range of complex gaming laws, rules
and regulations in the jurisdictions in which we are licensed or may seek to be licensed. Most jurisdictions require that we are licensed or authorized, that our
key personnel and certain of our security holders are found to be suitable or are licensed, and that our products are reviewed, tested and certified or approved
before placement. If a license, approval, certification or finding of suitability is required by a regulatory or national authority and we fail to seek or do not
receive the necessary approval, license, certification or finding of suitability, or if it is revoked, then we may be prohibited from distributing our products for
use in the respective jurisdiction. Additionally, such prohibition could trigger reviews of our Company by regulatory bodies in other jurisdictions and
adversely affect our ability to obtain or retain the required licenses and approvals in those jurisdictions.
56

The regulatory environment in any particular jurisdiction may change in the future, and any such change could have an adverse effect on our results of
operations or business in general. Moreover, there can be no assurance that the operation of Server Based Gaming terminals, Video Lottery Terminals, Virtual
Sports betting, lottery or other forms of wagering systems will be approved, certified or found suitable by additional jurisdictions or that those jurisdictions in
which these activities are currently permitted will continue to permit such activities in their existing forms or at all. While we believe that we have the means
to continue to develop procedures and policies designed to comply with and monitor the requirements of evolving laws, there can be no assurance that law
enforcement agencies, governmental agencies or gaming regulatory authorities, whether in existing or new jurisdictions, will not seek to restrict our business
or otherwise institute enforcement proceedings or other legal claims against the Company. Moreover, in addition to the risk of such enforcement actions or
claims, we are also at risk from loss of business reputation in the event of any potential legal or regulatory investigation whether or not we are ultimately
accused of or found to have committed any violations.
We supply our products to operators of gaming venues, platforms and websites who typically must themselves be licensed by gaming regulators. If any one of
these operators fails to maintain its gaming licenses, or violates gaming laws or regulations, our business may suffer, due to our loss of a viable customer and,
in instances where we have a revenue-sharing arrangement with the operator, due to our loss of our shares of the revenue generated by that operator’s
business.
We supply certain of our products to operators who operate gaming websites. Some of those operators may take bets from customers in markets where no
gaming laws or regulations exist and where the provision of online gaming is effectively unregulated. Although the Company seeks to ensure that its
customers only take bets in markets where online gaming is legal, if any of those operators is subjected to investigatory or enforcement action for acting
otherwise, this could result in the operator suffering interventions ranging from special conditions being applied to its licenses, license suspension or license
loss, or the operator otherwise withdrawing from or curtailing its activities in its market. Any such developments could adversely affect such operator’s
revenues and in turn adversely affect our earnings from such operator. The Company may itself be subject to investigatory or enforcement action (if and to
the extent that local laws or the laws of other jurisdictions in which the Company operates impose liability on suppliers for the activities of the customers that
they supply or for receiving funds that are deemed to be illegal because of such activities). We seek to protect ourselves against any such liability for the
activities of the operators that we supply, including by contractually requiring those operators not to operate in certain territories and only supplying
operators who we have reviewed to determine whether they uphold the requisite standards of regulatory and legal compliance. Nonetheless, there is a risk that
we may fail to undertake sufficient due diligence, fail to receive accurate information on which to conduct due diligence, or become subject to investigatory
or enforcement action should we or any of our customers be accused of breaching any regulations or laws. Any such action may adversely affect our standing
with gaming regulators and our ability to obtain and retain required licenses and other approvals in other jurisdictions.
We may be required to obtain and maintain licenses and certifications from various state and local jurisdictions in order to operate certain aspects of our
business and we and our key personnel and certain security holders may be subject to extensive background investigations and suitability standards. We may
also become subject to regulation in any other jurisdiction where our customers are permitted to operate in the future. Licenses and ongoing regulatory
compliance can be costly. There can be no assurance that we will be able to obtain new licenses or renew any of our existing licenses, and the loss, denial or
non-renewal of any of our licenses could have an adverse effect on our business. Generally, regulatory authorities have broad discretion when granting,
renewing or revoking approvals and licenses. Our failure, or the failure of any of our key personnel, systems or machines, in obtaining or retaining a required
license or approval in one jurisdiction could have a negative impact on our ability (or the ability of any of our key personnel, systems or gaming machines)
to obtain or retain required licenses and approvals in other jurisdictions. The failure to obtain or retain a required license or approval in any jurisdiction
would decrease the geographic area where we may operate and generate revenues, decrease our share in the gaming marketplace and put us at a disadvantage
compared with our competitors. In addition, the levy of substantial fines or forfeiture of assets could significantly harm our business, financial condition and
results of operations.
Some jurisdictions also require extensive personal and financial disclosure and background checks from persons and entities beneficially owning a specified
percentage of equity securities of licensed or regulated businesses. The failure of beneficial owners of our common stock to submit to such background
checks and provide required disclosure could jeopardize our business. In light of these regulations and the potential impact on our business, our second
amended and restated certificate of incorporation provides for the prohibition of stock ownership by persons or entities who fail to comply with informational
or other regulatory requirements under applicable gaming law, who are found unsuitable to hold our stock by gaming authorities or whose stock ownership
adversely affects our ability to obtain, maintain, renew or qualify for a license, contract, franchise or other regulatory approval from a gaming authority. The
licensing procedures and background investigations of the authorities that regulate our businesses and the proposed amendment may inhibit potential
investors from becoming significant stockholders or inhibit existing stockholders from retaining or increasing their ownership.
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Our businesses are subject to a number of federal, state, local and foreign laws and regulations governing data privacy and security, including with respect to
the collection, storage, use, transmission and protection of personal information and other consumer data. In particular, the EU has adopted strict data privacy
regulations. Following recent developments such as the European Court of Justice’s 2015 ruling that the transfer of personal data from the EU to the U.S.
under the EU/U.S. Safe Harbor was an invalid mechanism of personal data transfer, the adoption of the EU-U.S. Privacy Shield as a replacement for the Safe
Harbor, and the upcoming effective date of the EU’s General Data Protection Regulation, data privacy and security compliance in the EU are increasingly
complex and challenging. The scope of data privacy and security regulations continues to evolve, and we believe that the adoption of increasingly restrictive
regulations in this area is likely within the U.S. and other jurisdictions. Compliance with data privacy and security restrictions could increase the cost of our
operations and failure to comply with such restrictions could subject us to criminal and civil sanctions as well as other penalties.
We are subject to the provisions of the UK Bribery Act 2010, the U.S. Foreign Corrupt Practices Act and other anti-corruption laws. The UK Bribery Act
generally prohibits giving a financial or other advantage to another person with the intention of inducing that person to improperly perform a relevant
function or activity. The U.S. Foreign Corrupt Practices Act generally prohibits U.S. persons and companies and their agents from offering, promising,
authorizing or making improper payments to foreign government officials for the purpose of obtaining or retaining business. Certain of these anti-corruption
laws also contain provisions that require accurate record keeping and further require companies to devise and maintain an adequate system of internal
accounting controls. Although we have policies and controls in place that are designed to ensure compliance with these laws, if those controls are ineffective
or an employee or intermediary fails to comply with the applicable regulations, we may be subject to criminal and civil sanctions as well as other penalties.
Any such violation could disrupt our business and adversely affect our reputation, results of operations, cash flows and financial condition.
We review and develop our internal compliance programs in an effort to ensure that we comply with legal requirements imposed in connection with our
business activities. The compliance program is run on a day-to-day basis by our in-house legal department with compliance and technical advice provided by
our compliance manager and outside professionals. There can be no assurance that such steps will prevent the violation of one or more laws or regulations, or
that a violation by us or an employee will not result in the imposition of administrative, civil and even criminal sanctions, monetary fines or suspension or
revocation of one or more of our licenses.
Our industry is subject to regulations that set parameters for levels of gaming or wagering duty, tax, stake, prize and return to player.
In most jurisdictions in which we operate or expect to seek to operate, the level of duty or taxation, the stake, prize and return to player of wagering, betting
and lottery games and the speed at which players can participate in gaming are defined in government regulations which are subject to change. Those
regulations may also affect the premises in which gaming activities may take place (i.e., by limiting the number of gaming machines which may be housed in
a licensed gaming location, or by restricting the locations in which licensed gaming premises may be situated). Once authorized, such parameters are subject
to extensive and evolving governmental regulation. Moreover, such gaming regulatory requirements vary from jurisdiction to jurisdiction. Therefore, we are
subject to a wide range of complex gaming parameters in the jurisdictions in which we are licensed. If a key parameter is changed, such as the level of
taxation or duty or the maximum stake or prize or return to player of a game, then it may be to the detriment of our business, financial condition, results and
prospects or we may be unable to distribute our products profitably.
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The determination by the UK Government to substantially reduce maximum permitted bets on certain gaming machines in the UK could have a
material negative impact on our business.
On May 17, 2018, the UK Government’s Department for Digital, Culture, Media and Sport announced its principal regulatory intentions arising out of the
triennial review of gaming regulation commenced by the government in October 2016. The government intends to reduce the maximum permitted betting
stake for players of B2 gaming machines (also known as Fixed-Odd Betting Terminals, or FOBTs) from the current £100 to £2. This betting limit reduction is
expected to adversely affect players’ interest in and use of B2 gaming machines; the total stakes wagered on such machines; the earnings made by operators
who offer such machines at their betting locations; the portion of operators’ revenues that we receive under the total revenue-sharing contracts and SBG
revenue-sharing contracts that we have with such operators; and demand for the supply of such machines in the future. A significant portion of our SBG
revenue is derived from our revenue-sharing arrangements with customers who operate our SBG terminals as B2 gaming machines. Therefore, we expect that
the reduction will have a material adverse effect on our SBG revenues and may have such an effect our overall business.
We have sought to estimate the size of the impact that the betting limit reduction may have on our business, guided by statements made by operators
regarding the impacts they expect on their business and by our own analysis. On May 21, 2018, we announced our expectation that the initial, annualized
Adjusted EBITDA reduction we will experience from the betting limit reduction will be on the order of £7-8 million, or $10-11 million at then-current
exchange rates. This estimate is subject to further refinement and could change.
The government’s proposed changes must be approved by a vote of the UK Parliament. That approval is expected, but not until later in 2018, possibly in the
autumn. As a result, we currently expect that there will likely be no impact to our Adjusted EBITDA during our 2018 fiscal year, which ends on September
30, 2018, and, because the implementation date or dates are still unknown, it is possible there may be little or no material impact to our Adjusted EBITDA
during our 2019 fiscal year. Moreover, because of the contraction of the number of UK FOBT terminals expected to result from the betting limit reduction,
the capital requirements of our business may diminish, with the result that our cash flows may be less adversely affected that our Adjusted EBITDA.
Nevertheless, there can be no assurance as to when, how and to what extent the betting limit reduction will adversely affect our results of operations, cash
flows and financial condition. In particular, our foregoing estimate of the effect of the reduction on our business is based on a number of assumptions,
including in regard to when the regulatory changes will be implemented; future gross win amounts on B2 gaming machines; the number and timing of
betting shop closures; and cost mitigation actions we expect to be able to undertake in our SBG business. Should any of these assumptions prove to be
inaccurate, our estimates as to the adverse effect on our business of the government’s regulatory changes may prove to be inaccurate.
Our business is subject to evolving technology.
The markets for our products are affected by changing technology, new regulations and evolving industry standards. Our ability to anticipate or respond to
such changes and to develop and introduce new and enhanced products and services on a timely basis will be a significant factor in our ability to expand,
remain competitive, attract new customers and retain existing contracts. For example, some of our contracts with customers require that the technology being
licensed by the customer remain compliant with applicable regulations. Because regulatory changes cannot always be foreseen, such contractual
requirements can from time-to-time result in us having to incur unforeseen costs to adapt our technology to changes in regulation.
Generally, there can be no assurance that we will achieve the necessary technological advances, have the financial resources, introduce new products or
services on a timely basis or otherwise have the ability to compete effectively on a technological basis in the markets we serve.
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Our business competes on the basis of the stability, security and integrity of our software, networks, systems, games and products.
We believe that our success depends, in significant part, on providing secure products and systems to our vendors and customers with high levels of uptime,
quality and availability. Attempts to penetrate security measures may come from various combinations of customers, retailers, vendors, players, employees
and others. Our ability to monitor and ensure quality of our products is periodically reviewed and enhanced. There can be no assurance that our business
might not be affected by a security breach, virus, Denial of Service attack, or technical error, failure or lapse which could have an adverse impact on our
business.
Additionally, we maintain a large number of games and terminals and jackpot systems, which rely on algorithms and software designed to pay out winnings
to players at certain ratios. Our systems, testing and processes to monitor and ensure the payout of games are periodically reviewed and enhanced, and are
additionally reviewed and tested by third-party expert test houses. There can be no assurance that our business might not be affected by a malicious or
unintentional breach or technical error, failure or lapse which could have an adverse impact on payout ratios which would consequently have an adverse
effect on our business in the form of lost revenues or penalty payments to players or customers. Gaming regulators may take enforcement action against us
(including the imposition of significant fines) where the payout ratios fall below the ratios advertised to customers, or our software, networks, systems, games
and/or products otherwise suffer from technical error, failure or lapse.
We may be adversely affected by disruptions to our transaction gaming and lottery systems, as well as disruptions to our internal enterprise and
information technology systems.
Our operations are dependent upon our transactional gaming, lottery and information technology systems. We rely upon such systems to manage customer
systems on a timely basis, to coordinate our sales and installation activities across all of our locations and to manage invoicing. A substantial disruption in
our transactional gaming, lottery and information technology systems for any prolonged time period (arising from, for example, system capacity limits from
unexpected increases in our volume of business, outages, computer viruses, unauthorized access or delays in its service) could result in delays in serving our
customers, which could adversely affect our reputation and customer relationships and could result in monetary penalties pursuant to the terms of customer
contracts. Our systems might be damaged or interrupted by natural or man-made events or by computer viruses, physical or electronic break-ins, or similar
disruptions affecting the Internet and our disaster recovery plan may be ineffective at mitigating the effects of these risks. Such delays, problems or costs
could have an adverse effect on our financial condition, results of operations and cash flows.
Gaming opponents persist in their efforts to curtail legalized gaming, which, if successful, could limit our existing operations.
Legalized gaming is subject to opposition from gaming opponents, including in the UK, Italy, Greece and other markets where we are active. There can be no
assurance that this opposition will not succeed in preventing the legalization of gaming in jurisdictions where these activities are presently prohibited or
prohibiting or limiting the expansion or continuance of gaming where it is currently permitted, in either case to the detriment of our business, financial
condition, results and prospects.
Our directors and key personnel are subject to the approval of certain regulatory authorities, which, if withheld, will require us to sever our
relationship with non-approved individuals, which could adversely impact our operations.
Our members, managers, directors, officers and key employees must also be approved by certain government and state regulatory authorities. If such
regulatory authorities were to find a person occupying any such position unsuitable, we would be required to sever our relationship with that person. We may
thereby lose key personnel which would have a negative effect on our operations. Certain public and private issuances of securities and certain other
transactions by us also require the approval of certain state regulatory authorities. Further, our gaming regulators can require us to disassociate ourselves from
suppliers or business partners found unsuitable by the regulators. The regulatory environment in any particular jurisdiction may change in the future and any
such change could have an adverse effect on our results of operations. In addition, we are subject to various gaming taxes, which are subject to increase at any
time.
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Licensing and gaming authorities have significant control over our operations and ownership, and could cause us to redeem certain stockholders on
potentially disadvantageous terms.
Regulatory authorities have broad powers to request detailed financial and other information, to limit, condition, suspend or revoke a registration, gaming
license or related approval and to approve changes in our operations. Some jurisdictions also require extensive personal and financial disclosure and
background checks from persons and entities beneficially owning a specified percentage of equity securities of licensed or regulated businesses. For example,
in the UK, an entity holding a gambling license must notify the Gambling Commission of the identity of any stockholder holding, directly or indirectly, 3%
or more of its equity or voting rights, and must apply for permission to continue to rely on its operating license whenever a new person acquires, directly or
indirectly, 10% or more of its equity or voting rights. The failure of beneficial owners of our common stock to submit to such background checks and provide
required disclosure could jeopardize our business. Our second amended and restated certificate of incorporation provides that, to the extent required by the
gaming authority making the determination of unsuitability or to the extent the board of directors determines, in its sole discretion, that a person is likely to
jeopardize the Company’s or any affiliate’s application for, receipt of, approval for, right to the use of, or entitlement to, any gaming license, shares of our
capital stock that are owned or controlled by an unsuitable person or its affiliates are subject to mandatory redemption by us. The redemption price may be
paid in cash, by promissory note, or both, as required, and pursuant to the terms established by, the applicable gaming authority and, if not, as we elect. Such
a redemption could occur on terms or at a time that a stockholder believes to be disadvantageous.
Changes in laws or regulations, or a failure to comply with, or liabilities under, any laws and regulations, may adversely affect our business,
investments and results of operations.
We are subject to laws and regulations enacted by national, regional, state and local governments, including non-U.S. governments. Compliance with, and
monitoring of, applicable laws and regulations may be difficult, time consuming and costly. Those laws and regulations and their interpretation and
application may also change from time to time and those changes could have an adverse effect on our business, investments and results of operations. In
addition, a failure to comply with applicable laws or regulations, as interpreted and applied, or liabilities thereunder, could have an adverse effect on our
business and results of operations.
Certain of our executive officers and directors are affiliated with entities engaged in business activities similar to those conducted by us and,
accordingly, may have conflicts of interest in determining whether a particular business opportunity should be presented to us or to another entity.
Certain of our executive officers and directors are affiliated with entities that are engaged in businesses similar to the ones we operate. As a result, any of them
may become aware of business opportunities which may be appropriate for presentation to us and to other entities to which they owe certain fiduciary or
contractual duties. Accordingly, they may have conflicts of interest in determining to which entity a particular business opportunity should be presented —
to us or to another entity. These conflicts may not be resolved in our favor and a potential business opportunity may be presented to another entity prior to its
presentation to us. Our second amended and restated certificate of incorporation provides that we renounce our interest in any corporate opportunity offered
to any director or officer unless such opportunity is expressly offered to such person solely in his or her capacity as a director or officer of our Company and
such opportunity is one that we are legally and contractually permitted to undertake and would otherwise be reasonable for us to pursue.
We are a holding company and conduct all of our operations through our subsidiaries.
We are a holding company and derive all of our operating income from our subsidiaries. Other than any cash we retain, all of our assets are held by our direct
and indirect subsidiaries. We rely on the earnings and cash flows of our subsidiaries, which are paid to us by our subsidiaries, if and only to the extent
available, in the form of dividends and other payments or distributions, to meet our debt service obligations. The ability of our subsidiaries to pay dividends
or make other payments or distributions to us will depend upon their respective operating results and may be restricted by, among other things, the laws of
their jurisdiction of organization (which may limit the amount of funds available for the payment of dividends and other distributions to us), the terms of
existing and future indebtedness and other agreements of our subsidiaries and the covenants of any future outstanding indebtedness we or our subsidiaries
incur.
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Our inability to complete future acquisitions of gaming and related businesses and integrate those businesses successfully could limit our future growth,
if any.
We continue to pursue expansion and acquisition opportunities in gaming and related businesses and we could face significant challenges in managing and
integrating the expanded or combined operations including acquired assets, operations and personnel. There can be no assurance that acquisition
opportunities will be available on acceptable terms or at all or that we will be able to obtain necessary financing or regulatory approvals to complete
potential acquisitions. Our ability to succeed in implementing our strategy will depend upon the ability of our management to identify, complete and
successfully integrate commercially viable acquisitions. Acquisition transactions may disrupt our ongoing business and distract management from other
responsibilities. Any future acquisition transactions involving the use of company stock would dilute our existing stockholders and earnings per share.
Our business may be affected by changes in general and local economic and political conditions.
The demand for our services is sensitive to general and local economic conditions over which we have no control, including changes in the levels of
consumer disposable income and geographic exposure to macro-economic trends and taxation. In addition, the economic stability of certain Eurozone
countries where we conduct or intend to conduct business may become affected by sovereign debt crises or other general and local economic and political
conditions. Adverse changes in economic conditions may affect our business generally or may be more prevalent or concentrated in particular markets in
which we operate. Any deterioration in economic conditions or the continuation of uncertain economic conditions could have an adverse effect on our
business, financial condition, results of operations and prospects. Other economic risks which may adversely affect our performance include high interest
rates, inflation and volatile foreign exchange markets, and effects arising from Great Britain’s exit from the European Union (“Brexit”).
The performance of our business may also be subject to political risks in certain jurisdictions where we operate, including change of government, political
unrest, war or terrorism.
Our revenues can vary substantially from period to period and you should not rely upon our periodic operating results as indications of future
performance.
Our revenues are subject to variations. Wagering equipment sales and software license revenues usually reflect a limited number of large transactions, which
may not recur on an annual basis. Consequently, revenues and operating results can vary substantially from period to period as a result of the timing of major
equipment sales and software license revenue. In addition, revenues may vary depending on the timing of contract awards and renewals, changes in customer
budgets and general economic conditions. Revenues may also vary based on adverse sequences of payouts of prizes, unusual jackpot wins, and other
variations in game margin.
Our business could also be affected by natural or man-made disasters such as floods, storms or terrorist attacks. We have taken steps to have disaster recovery
plans in place but there can be no assurance that such an event would not have a significant adverse impact on our business.
We have operations in a variety of countries, which subjects us to additional risks.
We are a global business and derive substantially all of our revenue outside the United States. For the nine months ended June 30, 2018, we earned
approximately 63.7% of our revenue in the UK, 17.0% in Greece, 12.5% in Italy and the remaining 6.9% across the rest of the world. Our business in foreign
markets subject us to risks customarily associated with such operations, including:
●foreign withholding taxes on, or bank regulatory restrictions on expatriating, our subsidiaries’ earnings that could reduce cash flow available to meet our
required debt service and other obligations;
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●

the complexity of foreign laws, regulations and markets;

●

the impact of foreign labor laws and disputes;

●

potential risks relating to our ability to manage our foreign operations, monitor our customers’ activities or our partners’ activities which may
subject us to risks involving such other entities’ financial condition or to inconsistent interests or goals;

●

the impact of price controls, capital controls and any local difficulties in collecting accounts receivable and transferring earnings to other
jurisdictions, including, without limitation, the impact of the capital controls imposed in Greece in 2015 as a consequence of its financial crisis,
which can complicate and delay our transfer of earnings out of Greece;

●

recent unexpected gaming tax increases in Italy;

●

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

●

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

Our consolidated financial results are significantly affected by foreign currency exchange rate fluctuations. Foreign currency exchange rate exposures arise
from current transactions and anticipated transactions denominated in currencies other than USD, and from the translation of foreign currency balance sheet
accounts into GBP-denominated or USD-denominated balance sheet accounts. Exposure to currency exchange rate fluctuations exists and will continue
because a significant portion of our revenues are denominated in currencies other than the USD, particularly GBP and the Euro. Exchange rate fluctuations
have in the past adversely affected operating results and cash flows and may continue to adversely affect results of operations and cash flows and the value of
assets.
As a result of the geographic concentration of our operations in the UK, Italy and Greece, our operating results and cash flow depend significantly on
economic conditions and the other factors listed above in these market areas. There can be no assurance that we will be able to operate on a continuing
successful basis in these markets or in any combination of different geographical markets.
The capital controls imposed by Greece as a consequence of its financial crisis can cause problems for the transfer of our earnings out of Greece.
Since 2015, Greece has imposed capital controls that complicate, and can delay or prevent, the flow of capital out of that country. Because we have
significant revenue-generating operations in Greece, but also have our operational and decision-making centers outside Greece and incur costs and arrange
financing in multiple jurisdictions outside Greece, in the ordinary course of our business we seek from time to time to transfer funds earned in Greece to
accounts of ours outside Greece. Historically, we have always been able to complete such transfers. However, from transfer to transfer, the approval procedures
for making such transfers can vary in terms of duration, complication and general difficulty. If approvals of our transfers of funds out of Greece are ever
materially delayed or prevented, by Greek regulations, Greek regulatory procedures or otherwise, our cash planning and our ability to deploy cash across our
operations could be adversely affected, and our results of operations could suffer. See “Management’s Discussion and Analysis of Financial Condition and
Results of Operations – Liquidity and Capital Resources – Funding Needs and Sources”.
Our business could be negatively affected by ownership changes and consolidation in the gaming industry.
Because a substantial part of our revenue is recurring in nature, our medium to long term results of operations, cash flows and financial condition could be
negatively affected if any of our customers were sold to or merged with other customers, or if consolidation in the gaming industry were otherwise effected.
Consolidation among gaming operators could result in our customers using more products and services of our competitors or reducing their spending on our
products, or could otherwise cause downward pricing pressures, any of which outcomes could negatively affect our business.
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We may not be able to capitalize on the expansion of interactive gaming or other trends and changes in the gaming and lottery industries, including due
to laws and regulations governing these industries, and other factors.
We participate in new and evolving aspects of the interactive gaming and lottery industries. Part of our strategy is to take advantage of the liberalization of
regulations covering these industries on a global basis. These industries involve significant risks and uncertainties, including legal, business and financial
risks. The fast-changing environment in these industries can make it difficult to plan strategically and can provide opportunities for competitors to grow their
businesses at our expense. Consequently, our future results of operations, cash flows and financial condition are difficult to predict and may not grow at the
rates we expect.
Laws relating to internet gaming are evolving. To varying degrees, governments have taken steps to change the regulation of internet wagering through the
implementation of new or revised licensing and taxation regimes, including the possible imposition of sanctions on unlicensed providers. We cannot predict
the timing, scope or terms of the implementation or revision of any such state, federal or foreign laws or regulations, or the extent to which any such laws and
regulations may facilitate or hinder our strategy.
In jurisdictions that authorize internet gaming, we cannot assure that we will be successful in offering our technology, content and services to internet
gaming operators, because we expect to face intense competition from our traditional competitors in the gaming and lottery industries as well as a number of
other domestic and foreign competitors (and, in some cases, the operators themselves), many of which have substantially greater financial resources or
experience in this area than we do.
Know-your-customer and geo-location programs and technologies supplied by third parties are an important aspect of certain internet and mobile gaming
products and services, because they can confirm certain information with respect to players and prospective players, such as age, identity and location.
Payment processing programs and technologies, typically provided by third parties, are also a necessary feature of interactive wagering products and services.
These programs and technologies are costly, and our use of them may have an adverse impact on our results of operations, cash flows and financial condition.
Additionally, we cannot assure that products or services containing these programs and technologies will be available to us on commercially reasonable
terms, if at all, or that they will perform accurately or otherwise in accordance with required specifications.
Our business is capital intensive and our ability to retain customers may be influenced by our ability to deploy additional capital.
Customers of our server based gaming products frequently request us to incur capital expenditures to provide gaming terminals to support their land-based
operations. While we seek to obtain what we believe to be satisfactory rates of return on such investments, these capital expenditures can be meaningful and
may be concentrated within short periods of time. To the extent that we have insufficient access to capital or liquidity at the time that a customer, or
prospective customer, makes such a request, we may be at a competitive disadvantage in retaining or attracting such customer. Such a circumstance could
have an adverse effect on our business, financial condition, results of operations or prospects.
We may be subject to claims arising from the operations of our various businesses for periods prior to the dates we acquired them.
On December 23, 2016, the Business Combination that created the current Inspired Entertainment, Inc. was consummated. Since 2010 and prior to the
Business Combination, we have consummated two acquisitions. We may be subject to claims or liabilities arising from the ownership or operation of
acquired businesses for the periods prior to our acquisition of them, including environmental, employee-related and other liabilities and claims not covered
by insurance.
Our success depends upon our key personnel.
Our business results depend largely upon the continued contributions of our various members of our management team, as well as certain key technical
specialists, game designers, operational experts and other developers and operators of key intellectual property and processes. If we lose the services of one or
more members of our management team or key employees, our business, financial condition and results of operations, as well as the market price of our
securities, could be adversely affected.
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The long-term performance of our business relies on our ability to attract, develop and retain talented personnel and our labor force while controlling
our labor costs.
To be successful, we must attract, develop and retain highly qualified and talented personnel who have the experience, knowledge and expertise to
successfully implement our key business strategies. We also must attract, develop and retain our labor force while maintaining labor costs. We compete for
employees, including sales people, regional management, executive officers and others, with a broad range of employers in many different industries,
including large multinational firms, and we invest significant resources in recruiting, developing, motivating and retaining them. The failure to attract and
retain key employees, or to develop effective succession planning to assure smooth transitions of those employees and the knowledge, customer relationships
and expertise they possess, could negatively affect our competitive position and our operating results. Further, if we are unable to cost-effectively recruit,
train and retain sufficient skilled personnel, we may not be able to adequately satisfy increased demand for our products and services, which could adversely
affect our operating results.
Restrictions in our existing borrowings, or any other indebtedness we may incur in the future, could adversely affect our business, financial condition,
or results of operations, and our ability to make distributions to stockholders and the value of our common stock.
Our existing borrowings, and any other indebtedness we may enter into, may limit our ability to, among other things:
●

incur or guarantee additional debt;

●

make distributions or dividends on or redeem or repurchase shares of common stock;

●

make certain investments and acquisitions;

●

make capital expenditures;

●

incur certain liens or permit them to exist;

●

enter into certain types of transactions with affiliates;

●

acquire, merge or consolidate with another company; and

●

transfer, sell or otherwise dispose of all or substantially all of our assets.

The provisions of our existing borrowings may affect our ability to obtain future financing and pursue attractive business opportunities and our flexibility in
planning for, and reacting to, changes in business conditions. In addition, a failure to comply with the provisions of our existing borrowings or any other
indebtedness we may enter into could result in a default or an event of default that could enable our lenders or other debt holders to declare the outstanding
principal of that debt, together with accrued and unpaid interest, to be immediately due and payable. In addition, some of our debt could be subject to crossacceleration terms, pursuant to which repayment of that debt would be accelerated if the repayment of other debt we owe is accelerated. If the payment of
some or all of our debt is accelerated, our assets may be insufficient to repay such debt in full.
We may have future capital needs and may not be able to obtain additional financing on acceptable terms.
Economic and credit market conditions, the performance of the gaming industry and our financial performance, as well as other factors, may constrain our
financing abilities. Our ability to secure additional financing, if available, and to satisfy our financial obligations under indebtedness outstanding from time
to time will depend upon our future operating performance, the availability of credit, economic conditions and financial, business and other factors, many of
which are beyond our control.
We may require additional financing to fund our operations and growth. The failure to secure additional financing could have an adverse effect on our
continued development or growth. None of our officers, directors or stockholders is required to provide any financing to us.
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We may be unable to develop sufficient new products and product lines and integrate them into our existing business, which may adversely affect our
ability to compete; our expansion into new markets may present competitive and regulatory challenges that differ from current ones.
Our business depends in part on our ability to identify future products and product lines that complement existing products and product lines and that
respond to our customers’ needs. We may not be able to compete effectively unless our product selection keeps up with trends in the markets in which it
competes or trends in new products. In addition, our ability to integrate new products and product lines into our existing business could affect our ability to
compete. Furthermore, the success of new products and product lines will depend upon market demand and there is a risk that new products and product lines
will not deliver expected results, which could adversely affect our future sales and results of operations. Our expansion into new markets may present
competitive, distribution and regulatory challenges that differ from current ones. We may be less familiar with new product categories and may face different
or additional risks, as well as increased or unexpected costs, compared to existing operations.
Risks Relating to Our Status as a Public Company and Ownership of Our Common Stock
The obligations associated with being a public company require significant resources and management attention.
We currently face legal, accounting, administrative and other costs and expenses applicable to a U.S. public company that Inspired Gaming Group did not
incur as a private company. In addition, Inspired Gaming Group had been a private company with limited accounting personnel and other related resources
and will need to add personnel in areas such as accounting, financial reporting, investor relations and legal that are needed in connection with our operations
as a public company. We incurred incremental costs related to operations as a public company of approximately $4.4 million for the nine months ended June
30, 2018 (excluding stock-based compensation). We expect to incur incremental costs related to operating as a public company of approximately $5.0
million annually, excluding stock based compensation cost, although there can be no assurance that these costs will not be higher, particularly when we no
longer qualify as an emerging growth company. Our company is subject to the reporting requirements of the Exchange Act, which requires us to file annual,
quarterly and current reports with respect to our business and financial condition and proxy and other information statements, and the rules and regulations
implemented by the SEC, the Sarbanes-Oxley Act of 2002, the Dodd-Frank Act, the Public Company Accounting Oversight Board (the “PCAOB”) and
Nasdaq, each of which imposes additional reporting and other obligations on public companies. Our senior management may not be able to maintain
programs and policies in an effective and timely manner that adequately respond to such increased legal, regulatory compliance and reporting requirements,
including maintaining effective internal controls over financial reporting. Our compliance with existing and evolving regulatory requirements results in
increased administrative expenses and a diversion of management’s time and attention from revenue-generating activities to compliance activities, which
could have an adverse effect on our business, financial condition, results of operations and cash flows.
Material weaknesses in our internal control over financial reporting could result in a failure to prevent, or to detect or correct on a timely basis,
material misstatements in the financial statements of the Company, and could have an adverse effect on the price of our common stock.
Certain material weaknesses in our internal control over financial reporting were identified in connection with the preparation of the audits of the
consolidated financial statements of our non-U.S. subsidiaries in accordance with accounting principles generally accepted in the United States of America
(“U.S. GAAP”), for the periods ended September 24, 2016, September 26, 2015 and September 27, 2014. These weaknesses have been remediated.
Nevertheless, we enter into transactions that are complex and whose accounting treatment under U.S. GAAP requires extensive knowledge of U.S. GAAP and
financial reporting disclosure requirements. No assurance can be given that our internal control over financial reporting will be sufficient to prevent recurring
or additional material weaknesses in future periods. If material weaknesses are discovered in the future, we may fail to meet our future reporting obligations in
a timely and reliable manner and our financial statements could contain material misstatements. Any such failure could adversely affect business and the
price of our common stock.
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We may be required to recognize impairment charges related to goodwill, identified intangible assets and property and equipment or to take writedowns or write-offs, restructuring or other charges that could have a significant negative effect on our financial condition, results of operations and
stock price.
We are required to test goodwill and any other intangible asset with an indefinite life for possible impairment on the same date each year and on an interim
basis if there are indicators of a possible impairment. We are also required to evaluate amortizable intangible assets and property and equipment for
impairment if there are indicators of a possible impairment. There is significant judgment required in the analysis of a potential impairment of goodwill,
identified intangible assets and property and equipment. If, as a result of a general economic slowdown, deterioration in one or more of the markets in which
we operate or impairment in our financial performance and/or future outlook, the estimated fair value of our long-lived assets decreases, we may determine
that one or more of our long-lived assets is impaired. An impairment charge would be determined based on the estimated fair value of the assets and any such
impairment charge could have an adverse effect on our financial condition and results of operations.
Even though these charges may be non-cash items and would not have an immediate impact on our liquidity, the fact that we report charges of this nature
could contribute to negative market perceptions about the Company or our securities. In addition, charges of this nature may cause us to be unable to obtain
future financing on favorable terms or at all.
An active trading market for our securities may not continue, which would adversely affect the liquidity and price of our securities.
An active trading market for our securities may not be sustained. In addition, the price of our securities can vary due to general economic conditions and
forecasts, our general business condition and the release of our financial reports. Depending on the number of shares you hold and other factors, you may not
be able to sell your shares at the times you prefer at desirable market prices.
Our warrants transitioned from NASDAQ to the over-the-counter markets operated by OTC Markets Group in April 2017, as a result of the Company having
less than 400 round-lot warrant holders. The lack of a stock exchange listing may limit investors’ ability to effect transactions in our publicly traded warrants.
In September 2017, we received confirmation from NASDAQ that we were in compliance as to the minimum 300 round-lot shareholder requirement for our
common stock. However, there can be no assurance that we will be able to maintain compliance with this or any other listing qualifications in the future.
Our publicly traded warrants could expire worthless, the terms could be amended and we may redeem our warrants at a time that is disadvantageous to
you.
The exercise price for our publicly traded warrants is $5.75 per one-half of one share ($11.50 per whole share), subject to adjustment. Warrants may be
exercised only for a whole number of shares of our common stock. No fractional shares will be issued upon exercise of the warrants. There is no guarantee that
the warrants will be in the money when warrant holders choose to exercise their warrants and they may expire worthless.
In addition, the warrant agreement between Continental Stock Transfer & Trust Company, as warrant agent, and us provides that the terms of the warrants may
be amended without the consent of any holder to cure any ambiguity or correct any defective provision, but requires the approval by the holders of at least
65% of the then outstanding warrants to make any change that adversely affects the interests of the registered holders. Accordingly, we may amend the terms
of the warrants in a manner adverse to a holder if holders of at least 65% of the then outstanding warrants approve of such amendment. Examples of such
amendments could be amendments to, among other things, increase the exercise price of the warrants, shorten the exercise period or decrease the number of
shares of our common stock purchasable upon exercise of a warrant.
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We have the ability to redeem the warrants any time prior to their expiration at a price of $0.01 per warrant, provided that (i) the last reported sale price of our
common stock equals or exceeds $24.00 per share for any 20 trading days within the 30 trading-day period ending on the third business day before we send
the notice of such redemption and (ii) on the date we give notice of redemption and during the entire period thereafter until the time the warrants are
redeemed, there is an effective registration statement under the Securities Act covering the shares of our common stock issuable upon exercise of the publicly
traded warrants and a current prospectus relating to them is available unless warrants are exercised on a cashless basis. Redemption of the outstanding
warrants could force holders:
●

to exercise their warrants and pay the exercise price therefor at a time when it may be disadvantageous for them to do so;

●

to sell their warrants at the then-current market price when they might otherwise wish to hold their warrants; or

●

to accept the nominal redemption price which, at the time the outstanding warrants are called for redemption, is likely to be substantially less than
the market value of their warrants.

Certain private warrants are redeemable by us if they are no longer held by their initial purchasers or their permitted transferees.
Concentration of ownership of the Company may have the effect of delaying or preventing a change in control.
Our largest stockholder, Landgame S.à.r.l, holds approximately 28% of the outstanding common stock of the Company, and as a result has the ability to
strongly influence the outcome of corporate actions of the Company requiring stockholder approval. In addition, Landgame S.à.r.l. is party to a stockholders
agreement that provides it with the right to nominate two of the seven members of our board of directors. As a result, this stockholder has the ability to exert
influence over our business and may make decisions with which other stockholders may disagree. In addition, under the same stockholders agreement,
another one of our stockholders, Hydra Industries Sponsor LLC (the “Hydra Sponsor”), has the right to nominate one director, and affiliates of Macquarie
Group Limited have the right, jointly with the Hydra Sponsor, to nominate two directors. Each of the foregoing stockholders also have rights to appoint more
directors if the size of our board of directors is increased. As a result, each of these stockholders has the ability to exert influence over our business and may
support or make decisions with which other stockholders may disagree. Moreover, the concentrations of ownership described above may have the effect of
delaying or preventing a change of control and might adversely affect the market price of our common stock.
Pursuant to the Jumpstart Our Business Startups Act of 2012 (the “JOBS Act”), our independent registered public accounting firm will not be required
to attest to the effectiveness of our internal control over financial reporting pursuant to Section 404 of the Sarbanes-Oxley Act of 2002 for so long as we
are an “emerging growth company.”
Section 404 of the Sarbanes-Oxley Act of 2002 requires annual management assessments of the effectiveness of our internal control over financial reporting,
and generally requires in the same report a report by our independent registered public accounting firm on the effectiveness of our internal control over
financial reporting. The Company was required to provide management’s attestation on internal controls effectiveness with respect to the year ended
September 30, 2017. However, under the JOBS Act, our independent registered public accounting firm will not be required to attest to the effectiveness of our
internal control over financial reporting pursuant to Section 404(b) of the Sarbanes-Oxley Act of 2002 until we are no longer an “emerging growth
company.” We could be an “emerging growth company” until the earlier of (1) the last day of the fiscal year (a) following October 29, 2019, the fifth
anniversary of our initial public offering (“IPO”), (b) in which we have total annual gross revenue of at least $1.07 billion or (c) in which we are deemed to be
a large accelerated filer, which means the market value of our common stock that is held by non-affiliates exceeds $700 million as of the last business day of
our prior second fiscal quarter, and (2) the date on which we have issued more than $1.0 billion in non-convertible debt during the prior three-year period.
In addition, Section 107 of the JOBS Act also provides that an “emerging growth company” can take advantage of the extended transition period provided in
Section 7(a)(2)(B) of the Securities Act for complying with new or revised accounting standards. An “emerging growth company” can therefore delay the
adoption of certain accounting standards until those standards would otherwise apply to private companies. We have chosen not to “opt out” of such
extended transition period, which means that when a standard is issued or revised and it has different application dates for public or private companies, we, as
an emerging growth company, can adopt the new or revised standard at the time private companies adopt the new or revised standard. This may make
comparison of our financial statements with another public company which is neither an emerging growth company nor an emerging growth company which
has opted out of using the extended transition period difficult or impossible because of the potential differences in accounting standards used.
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We cannot predict if investors will find our common stock less attractive as a result of our reliance on these exemptions. If some investors find our common
stock less attractive as a result, there may be a less active trading market for our common stock and our stock price may be more volatile.
We do not currently intend to pay dividends on our common stock.
We do not currently expect to pay cash dividends on our common stock. Any future dividend payments are within the absolute discretion of our board of
directors and will depend upon, among other things, our results of operations, working capital requirements, capital expenditure requirements, financial
condition, level of indebtedness, contractual restrictions with respect to payment of dividends, business opportunities, anticipated cash needs, provisions of
applicable law and other factors that our board of directors may deem relevant. Consequently, your ability to achieve a return on your investment will depend
upon appreciation in the price of our common stock.
The price of our common stock may fluctuate significantly, and you could lose part or all of your investment.
The price of our securities may fluctuate significantly due to general market and economic conditions. In addition, the price of our securities can vary due to
general economic conditions and forecasts, our general business condition and the release of our financial reports. If our results do not meet the expectations
of investors or securities analysts, the market price of our securities may decline. In addition, fluctuations in the price of our securities could contribute to the
loss of all or part of your investment. Any of the factors listed below could have an adverse effect on the price of our securities, and our securities may trade at
prices significantly below the price you paid for them. In such circumstances, the trading price of our securities may not recover and may experience a further
decline.
Factors affecting the trading price of the Company’s securities may include:
●
●
●
●
●
●
●
●
●
●
●
●
●

market conditions affecting the gaming industry;
quarterly variations in our results of operations;
changes in government regulations;
the announcement of acquisitions by us or our competitors;
changes in general economic and political conditions;
volatility in the financial markets;
results of our operations and the operations of others in our industry;
changes in interest rates;
threatened or actual litigation and government investigations;
the determination by the UK Government, announced in May 2018, to substantially reduce maximum permitted bets on B2 gaming machines in the
UK;
the addition or departure of key personnel;
actions taken by our stockholders, including the sale or disposition of their shares of our common stock; and
differences between our actual financial and operating results and those expected by investors and analysts and changes in analysts’
recommendations or projections.

Broad market and industry factors may materially harm the market price of our securities irrespective of our operating performance. The stock market in
general, and NASDAQ in particular, have experienced price and volume fluctuations that have often been unrelated or disproportionate to the operating
performance of the particular companies affected. The trading prices and valuations of these stocks, and of our securities, may not be predictable. A loss of
investor confidence in the market for retail stocks or the stocks of other companies which investors perceive to be similar to the Company could depress our
stock price regardless of our business, prospects, financial condition or results of operations. A decline in the market price of our securities also could
adversely affect our ability to issue additional securities and our ability to obtain additional financing in the future.
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Our business and stock price may suffer as a result of our lack of public company operating experience and if securities or industry analysts do not
publish or cease publishing research or reports about the Company, our business, or our market, or if they change their recommendations regarding
our common stock adversely, the price and trading volume of our common stock could decline.
The Company’s lack of public company operating experience may make it difficult to forecast and evaluate our future prospects. If the Company is unable to
execute its business strategy, either as a result of its inability to manage effectively its business in a public company environment or for any other reason, the
Company’s business, prospects, financial condition and operating results may be harmed.
The trading market for our common stock will be influenced by the research and reports that industry or securities analysts may publish about us, our
business, our market, or our competitors. If no securities or industry analysts commence coverage of the Company, our stock price and trading volume would
likely be negatively affected. If any of the analysts who may cover the Company change their recommendation regarding our stock adversely, or provide
more favorable relative recommendations about our competitors, the price of our common stock would likely decline. If any analyst who may cover the
Company were to cease coverage of the Company or fail to regularly publish reports on the Company, we could lose visibility in the financial markets, which
could cause our stock price or trading volume to decline.
If substantial numbers of shares of our common stock are sold by our stockholders in a short period of time, the market price of our common stock may
decline.
If our stockholders sell substantial amounts of their shares of our common stock in the public market, the market price of our common stock could decrease
significantly. The perception in the public market that our stockholders might sell shares of common stock could also depress our market price. We filed a
registration statement that became effective in July 2017 and that currently covers the resale of approximately 11,000,000 shares of our outstanding common
stock held by certain stockholders that may be sold in the public market, subject to applicable securities laws.
In addition, up to 2,500,000 additional shares of our common stock may be issued as earnout consideration pursuant to the terms of the Business
Combination, and we have approximately 9,500,000 shares underlying outstanding warrants and approximately 1,800,000 shares underlying outstanding
awards of restricted stock units. The issuance and subsequent sale of such shares may cause the market price of our stock to decline.
A decline in the price of the shares of our common stock could impede our ability to raise capital through the issuance of additional shares or other equity
securities. Moreover, any such decline could result in our common stock trading at prices significantly below the price you paid.
We may issue a significant number of shares of our common stock or other securities from time to time.
We may issue shares of our common stock or other securities from time to time as consideration for, or to finance, future acquisitions and investments or for
other capital needs. We cannot predict the size of future issuances of our shares or the effect, if any, that future sales and issuances of shares would have on the
market price of our common stock.
If any such acquisition or investment is significant, the number of shares of common stock or the number or aggregate principal amount, as the case may be,
of other securities that we may issue may in turn be substantial and may result in additional dilution to our stockholders. We may also grant registration
rights covering shares of our common stock or other securities that we may issue in connection with any such acquisitions and investments. Any such
dilution could cause a decline in the trading price of our common stock.
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Anti-takeover provisions contained in our second amended and restated certificate of incorporation and bylaws, as well as provisions of Delaware law,
could impair a takeover attempt.
Our second amended and restated certificate of incorporation and bylaws contain provisions that could have the effect of delaying or preventing changes in
control or changes in our management without the consent of our board of directors. These provisions include:
●

no cumulative voting in the election of directors, which limits the ability of minority stockholders to elect director candidates;

●

the exclusive right of our board of directors to elect a director to fill a vacancy created by the expansion of the board of directors or the resignation,
death, or removal of a director with or without cause by stockholders, which prevents stockholders from being able to fill vacancies on our board of
directors;

●

the ability of our board of directors to determine whether to issue shares of our preferred stock and to determine the price and other terms of those
shares, including preferences and voting rights, without stockholder approval, which could be used to significantly dilute the ownership of a hostile
acquirer;

●

limiting the liability of, and providing indemnification to, our directors and officers;

●

the Court of Chancery of the State of Delaware as the exclusive forum for adjudication of disputes;

●

controlling the procedures for the conduct and scheduling of stockholder meetings; and

●

advance notice procedures that stockholders must comply with in order to nominate candidates to our board of directors or to propose matters to be
acted upon at a stockholders’ meeting, which may discourage or deter a potential acquirer from conducting a solicitation of proxies to elect the
acquirer’s own slate of directors or otherwise attempting to obtain control of the Company.

These provisions, alone or together, could delay hostile takeovers and changes in control of the Company or changes in our board of directors and
management.
As a Delaware corporation, we are also subject to provisions of Delaware law, including Section 203 of the Delaware General Corporation Law, which
prevents some stockholders holding more than 15% of our outstanding common stock from engaging in certain business combinations without approval of
the holders of substantially all of our outstanding common stock. In addition, effective August 13, 2017, we have adopted a stockholder rights plan in the
form of a Rights Agreement, which could have the effect of making it uneconomical for a third party to acquire us on a hostile basis. Any provision of our
second amended and restated certificate of incorporation or bylaws, the Stockholders’ Rights Agreement or Delaware law that has the effect of delaying or
deterring a change in control could limit the opportunity for our stockholders to receive a premium for their shares of our common stock and could also affect
the price that some investors are willing to pay for our common stock.
Risks Relating to Economic and Political Conditions
Volatility or disruption in the financial markets could materially adversely affect our business and the trading price of our common stock.
Our business relies on stable and efficient financial markets. Any disruption in the credit and capital markets could adversely impact our ability to obtain
financing on acceptable terms. Volatility in the financial markets could also result in difficulties for financial institutions and other parties that we do
business with, which could potentially affect the ability to access financing under existing arrangements. We are exposed to the impact of any global or
domestic economic disruption, including any potential impact of the decision by the United Kingdom to exit the European Union and the sovereign debt
crises in certain Eurozone countries where we do business. Our ability to continue to fund operating expenses, capital expenditures and other cash
requirements over the long term may require access to additional sources of funds, including equity and debt capital markets, and market volatility and
general economic conditions may adversely affect our ability to access capital markets. In addition, the inability of our vendors to access capital and
liquidity with which to maintain their inventory, production levels and product quality and to operate their businesses, or the insolvency of our vendors,
could lead to their failure to deliver merchandise. If we are unable to purchase products when needed, our sales could be materially adversely affected.
Accordingly, volatility or disruption in the financial markets could impair our ability to execute our growth strategy and could have an adverse effect on the
trading price of our common stock.
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Currency exchange rate fluctuations could result in lower revenues, higher costs and decreased margins and earnings.
We conduct purchase and sale transactions in various currencies, which increases our exposure to fluctuations in foreign currency exchange rates globally.
Additionally, there has been, and may continue to be, volatility in currency exchange rates as a result of the United Kingdom’s June 23, 2016 referendum in
which voters approved Brexit. It is possible that sovereign debt crises in certain Eurozone countries could lead to the abandonment of the Euro and the
reintroduction of national currencies in those countries. International revenues and expenses generally are derived from sales and operations in various
foreign currencies, and these revenues and expenses could be affected by currency fluctuations, specifically amounts recorded in foreign currencies and
translated into USD for consolidated financial reporting, as weakening of foreign currencies relative to the USD will adversely affect the USD value of the
Company’s foreign currency-denominated sales and earnings. Currency exchange rate fluctuations could also disrupt the business of the independent
manufacturers that produce our products by making their purchases of raw materials more expensive and more difficult to finance. Foreign currency
fluctuations could have an adverse effect on our results of operations and financial condition.
We may hedge certain foreign currency exposures to lessen and delay, but not to completely eliminate, the effects of foreign currency fluctuations on our
financial results. Since the hedging activities are designed to lessen volatility, they not only reduce the negative impact of a stronger USD or other trading
currency, but they also reduce the positive impact of a weaker USD or other trading currency. Our future financial results could be significantly affected by
the value of the USD in relation to the foreign currencies in which we conduct business. The degree to which our financial results are affected for any given
time period will depend in part upon our hedging activities, and there can be no assurance that our hedging activities will be effective.
Global economic conditions could have an adverse effect on our business, operating results and financial condition.
The uncertain state of the global economy continues to affect businesses around the world, most acutely in emerging markets and developing economies. If
global economic and financial market conditions do not improve or deteriorate, the following factors could have an adverse effect on our business, operating
results and financial condition:
●

Slower consumer spending may result in reduced demand for our products, reduced orders from retailers for our products, order cancellations, lower
revenues, higher discounts, increased inventories and lower gross margins;

●

In the future, we may be unable to access financing in the credit and capital markets at reasonable rates in the event we find it desirable to do so;

●

We conduct transactions in various currencies, which increases our exposure to fluctuations in foreign currency exchange rates relative to the USD.
Continued volatility in the markets and exchange rates for foreign currencies and contracts in foreign currencies could have a significant impact on
our reported operating results and financial condition;

●

Continued volatility in the availability and prices for commodities and raw materials we use in our products and in our supply chain could have an
adverse effect on our costs, gross margins and profitability;

●

If operators or distributors of our products experience declining revenues or experience difficulty obtaining financing in the capital and credit
markets to purchase our products, this could result in reduced orders for our products, order cancellations, late retailer payments, extended payment
terms, higher accounts receivable, reduced cash flows, greater expense associated with collection efforts and increased bad debt expense;

●

If operators or distributors of our products experience severe financial difficulty, some may become insolvent and cease business operations, which
could negatively affect the sale of our products to consumers; and

●

If contract manufacturers of our products or other participants in our supply chain experience difficulty obtaining financing in the capital and credit
markets to purchase raw materials or to finance capital equipment and other general working capital needs, it may result in delays or non-delivery of
shipments of our products.
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International hostilities, terrorist or cyber-terrorist activities, natural disasters, pandemics, and infrastructure disruptions could prevent us from
effectively serving our customers and thus adversely affect our results of operations.
Acts of terrorist violence, cyber-terrorism, political unrest, armed regional and international hostilities and international responses to these hostilities, natural
disasters, including hurricanes or floods, global health risks or pandemics or the threat of or perceived potential for these events could have a negative impact
on us. These events could adversely affect our customers’ levels of business activity and precipitate sudden significant changes in regional and global
economic conditions and cycles. These events also pose significant risks to our employees and our physical facilities and operations around the world,
whether the facilities are ours or those of our third-party service providers or customers. By disrupting communications and travel and increasing the
difficulty of obtaining and retaining highly skilled and qualified personnel, these events could make it difficult or impossible for us to deliver products and
services to our customers. Extended disruptions of electricity, other public utilities or network services at our facilities, as well as system failures at our
facilities or otherwise, could also adversely affect our ability to serve our customers. We may be unable to protect our employees, facilities and systems
against all such occurrences. We generally do not have insurance for losses and interruptions caused by terrorist attacks, conflicts and wars. If these
disruptions prevent us from effectively serving our customers, our results of operations could be adversely affected.
We face risks arising from the results of the public referendum held in United Kingdom and its membership in the European Union.
The ongoing developments following from the United Kingdom’s public referendum vote to exit from the European Union could cause disruptions to and
create uncertainty surrounding our business, including affecting our relationships with existing and potential customers, suppliers and employees.
Negotiations have commenced to determine the terms of the United Kingdom’s future relationship with the European Union, including the terms of trade
between the United Kingdom and the European Union. The effects of Brexit will depend upon any agreements the United Kingdom makes to retain access to
European Union markets either during a transitional period or more permanently. The measures could potentially disrupt some of our markets and
jurisdictions in which we operate, and adversely change tax benefits or liabilities in these or other jurisdictions. In addition, Brexit could lead to legal
uncertainty and potentially divergent national laws and regulations as the United Kingdom determines which European Union laws to replace or replicate. In
addition, the announcement of Brexit has caused significant volatility in global stock markets and currency exchange rate fluctuations, including the
strengthening of the USD against some foreign currencies, and the Brexit negotiations may continue to cause significant volatility. The progress and
outcomes of Brexit negotiations also may create global economic uncertainty, which may cause customers and potential customers to monitor their costs and
reduce their budgets for products and services. Any of these effects of Brexit, among others, could materially adversely affect the business, business
opportunities, results of operations, financial condition and cash flows of our Company.
ITEM 2. UNREGISTERED SALES OF EQUITY SECURITIES AND USE OF PROCEEDS
On May 1, 2018, we granted an award of 100,000 restricted stock units to Brooks H. Pierce, our Chief Operating Officer, under the Second Incentive Plan,
which is not covered by a registration statement. The issuance did not involve a public offering of securities and, accordingly, the Company believes that the
transaction was exempt from the registration requirements of the Securities Act pursuant to Section 4(a)(2) thereof and Rule 506 of Regulation D promulgated
thereunder.
ITEM 3. DEFAULTS UPON SENIOR SECURITIES
None.
ITEM 4. MINE SAFETY DISCLOSURES
Not applicable.
ITEM 5. OTHER INFORMATION
None.
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ITEM 6. EXHIBITS
The following exhibits are filed as part of, or incorporated by reference into, this Quarterly Report on Form 10-Q.
Exhibit
Number
10.1#*
10.2#*
31.1*
31.2*
32.1**
32.2**
101.INS*
101.SCH*
101.CAL*
101.DEF*
101.LAB*
101.PRE*

Description
Settlement Agreement, dated May 16, 2018, among Inspired Gaming (Gibraltar) Limited, DMWSL 633 Limited, Inspired Entertainment, Inc.
and Luke L. Alvarez.
Employment Agreement, dated May 1, 2018, between Inspired Entertainment, Inc. and Brooks H. Pierce.
Certification of Principal Executive Officer required by Rule 13a-14(a) or Rule 15d-14(a).
Certification of Principal Financial Officer required by Rule 13a-14(a) or Rule 15d-14(a).
Certification of Principal Executive Officer required by Rule 13a-14(b) or Rule 15d-14(b) and 18 U.S.C. 1350.
Certification of Principal Financial Officer required by Rule 13a-14(b) or Rule 15d-14(b) and 18 U.S.C. 1350.
XBRL Instance Document
XBRL Taxonomy Extension Schema
XBRL Taxonomy Extension Calculation Linkbase
XBRL Taxonomy Extension Definition Linkbase
XBRL Taxonomy Extension Label Linkbase
XBRL Taxonomy Extension Presentation Linkbase

# Indicates management contract or compensatory plan.
* Filed herewith.
** Furnished herewith.
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SIGNATURES
Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf by the
undersigned, thereunto duly authorized.
INSPIRED ENTERTAINMENT, INC.
Date: August 14, 2018

/s/ A. Lorne Weil
Name: A. Lorne Weil
Title: Executive Chairman
(Principal Executive Officer)

Date: August 14, 2018

/s/ Stewart F.B. Baker
Name: Stewart F.B. Baker
Title: Executive Vice President and
Chief Financial Officer
(Principal Financial and Accounting Officer)
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Exhibit 10.1
DATED
16 May 2018
SETTLEMENT AGREEMENT
AMONG
INSPIRED GAMING (GIBRALTAR) LIMITED
AND
DMWSL 633 LIMITED
AND
INSPIRED ENTERTAINMENT, INC.
AND
LUKE L. ALVAREZ

This AGREEMENT is made on 16 May 2018
AMONG
(1)

Inspired Gaming (Gibraltar) Limited with a company registered number of 112428, and whose registered office is at 57/63 Line Wall Road,
Gibraltar (the “Employer”);

(2)

DMWSL 633 Limited with a company registered number of 07176544, and whose registered office is at 3 The Maltings, Wetmore Road, BurtonOn-Trent, Staffordshire, DE14 1SE (the “UK Company”);

(3)

Inspired Entertainment, Inc., a Delaware corporation, with its principal executive offices at 250 West 57th Street, Suite 2223, New York, NY 10107
(“Inspired US”), (together the “Inspired Parties”); and

(4)

Luke L. Alvarez (the “Executive”);
(together the “Parties”).

BACKGROUND
A.

The Executive has served as President and CEO of the Employer under a service agreement with the Employer dated 1 April 2015 as amended by a
letter of amendment dated 23 March 2017 (together the “Service Agreement”) and as President and CEO of Inspired US as an employee at will.

B.

The Executive has also served as a director of the UK Company under a letter of appointment dated 23 March 2017 (“Letter of Appointment”) and
was separately designated to serve on various other Inspired affiliated Boards including Inspired US.

C.

On 16 May 2018 (the “Separation Date”) the Parties agreed to separate on an amicable basis, by means of the resignation with immediate effect by
the Executive, from all directorships and employee and other positions he holds with any and all of the entities in the Inspired Entertainment, Inc.
consolidated group of companies (each a “Group Company”) and pursuant to the other terms set out in this agreement (the “Agreement”).

IT IS AGREED THAT
1.

Save as set out specifically in this Agreement, all defined terms shall have the same meaning as under the Service Agreement.

2.

In this Agreement, “Claim” or “Claims” includes (without limitation) any and all actions, claims, rights, demands, and set-offs, including all causes of
action and rights to bring any civil, criminal or regulatory complaint (whether before any court, tribunal, regulatory or other authority) arising or made
(or to be made) in any jurisdiction whether in contract, tort or equity or under or in relation to any statute, regulation, rule or guidance. A Claim or
Claims includes, but is not limited to, any action or proceedings of any kind for any relief including by way of equitable relief, damages, injunctions,
declarations, costs and expenses (including, without limitation, the causes of action, suits or proceedings listed in Schedules 3, 4 and 5).
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3.

In consideration of the Executive’s agreements, covenants, representations and warranties herein, the Employer will pay to the Executive the following
sums at the following times:
3.1. The sum of £200,000, to be paid to you within seven days of the execution of this Agreement and the letters set forth in Schedules 1, 2 and 6
hereof;
3.2. The sum of £325,000, to be paid to you in nine substantially equal monthly installments on or before the last business day of each such month,
commencing on or before the last business day of June 2018 and ending on or before the last business day of February 2019 (which, in addition to
the £200,000 amount to be paid to you earlier pursuant to clause 3.1, above, is equivalent to 12 months of salary under the Service Agreement and
UK director fees);
3.3. A sum equal to the value of 12 months of the Executive’s current health and life insurance premiums, to be paid to you in nine substantially equal
monthly installments on or before the last business day of each such month, commencing on or before the last business day of June 2018 and
ending on or before the last business day of February 2019; and
3.4. The sum of £306,250, to be paid to you on or before 1 April 2019.
3.5. Amounts paid shall be subject to all applicable income tax, social insurance and other lawful deductions as set out in Schedule 7.
3.6. For convenience, a schedule of such payments is set forth in Schedule 7 hereof.

4.

In consideration of the above, the Executive agrees that he:
4.1. shall resign with immediate effect from all directorships and employments referred to in the resignation letters set out in Schedule 6, and shall
execute and deliver such letters, and shall resign with immediate effect from any and all other directorships and employee and other positions he
may hold in or on behalf of any Group Company, and shall carry out any other act required or requested by the Employer to effect his resignation
from any and all such positions. The Employer shall, without undue delay, take such steps as are necessary to give effect to the Executive’s
resignation from any directorships or other office, trusteeship or position that he holds;
4.2. shall not at any time after the Separation Date represent himself as connected with the Employer or any Group Company in any capacity other than
as a former director and employee or as a shareholder; and
4.3. irrevocably appoints Inspired US to be his attorney in his name and on his behalf to sign, execute or do any instrument or thing and generally to
use his name in order to give the Inspired Parties (or their nominee) the full benefit of the provisions of this clause.

5.

In consideration of the above, the Executive agrees that he:
5.1. has been paid his salary up to April 2018 and will be paid until 10 May 2018 and will be paid his accrued but unused holiday time in accordance
with Schedule 7 and that he has received all contractual benefits up to 10 May 2018; and
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5.2. has been reimbursed in respect of any properly authorised and approved expenses claims incurred up to and including 10 May 2018 in accordance
with the Employer’s policies and the Executive warrants that he has notified the Employer in writing of all unclaimed expenses incurred prior to
the date of this Agreement.
6.

The Employer shall pay direct to the Executive’s UK and Gibraltar legal advisers (“UK Adviser” and “Gibraltar Adviser” respectively), provided the
Employer receives within 14 days of the date of this Agreement an invoice from them (addressed to the Executive and marked as payable by the
Employer), their reasonable legal fees and other charges incurred solely in connection with advising the Executive on the termination of the Executive’s
employment with the Employer and related resignations from directorships, up to an aggregate maximum of £10,000 (exclusive of VAT).

7.

With respect to the 617,515 Shares of Restricted Stock that were previously awarded to the Executive under the Inspired Entertainment, Inc. 2016 LongTerm Incentive Plan and an Award Agreement between the Executive and the Employer, and which are not yet vested (the “ First Plan RSAs”), this
clause acknowledges and confirms that the First Plan RSAs will continue to remain assigned to the Executive as set forth in such plan and the Award
Agreement for a good leaver termination (i.e., termination without “cause” by service recipient) and be governed by the terms of such plan and award.
The Inspired Parties confirm that Inspired US remains bound by the Restricted Stock Agreement dated 29 December 2016 and Inspired US may not
amend the terms of the First Plan RSAs without the Executive’s prior written agreement.

8.

Set forth in Schedule 8 hereof is a jointly agreed statement of the Executive and the Executive Chairman of Inspired US, citing their mutual commitment
to the success and continued growth of the business of the Group Companies and setting forth the rationale for the Executive’s departure. The Parties
agree that any statements made concerning the Executive’s departure shall be consistent with the jointly agreed statement and otherwise in compliance
with their respective obligations under clause 11.4 hereof.

9.

In regard to the Executive’s holdings of securities of Inspired US:
9.1. The Executive holds 1,076,992 shares of Inspired US common stock at the transfer agent level in book-entry form, consisting of 926,272 shares
awarded to the Executive under the Restricted Stock Agreement dated 29 December 2016 (308,757 of which shares no longer have performance
conditions and 617,515 of which shares are the First Plan RSAs (as defined above) and still have performance conditions), and 150,720 shares
issued to the Executive under a subscription agreement with Inspired US; and, based on a Form 4 filed by the Executive with the SEC, the
Executive also holds an additional 5,000 shares, which he acquired in the open market on February 26, 2018; and as a result of the foregoing the
Executive holds a total of 1,081,992 shares, 617,515 of which shares are unvested.
9.2. Inspired US shall use its best efforts to have effected with the U.S. Securities and Exchange Commission, on or prior to December 31, 2018, the
registration for resale of the shares of Inspired US common stock held by the Executive as of the Separation Date and on the date such registration
is to be effected, and the shares of Inspired US common stock underlying the First Plan RSAs held by the Executive as of the Separation Date and
on the date such registration is to be effected; provided, that (i) the Executive shall supply such information, and at such times, as may reasonably
be requested by Inspired US in order to effect and maintain the registration for resale of any such securities, and indemnify Inspired US against any
losses arising out of any untrue statement or allegedly untrue statement of a material fact contained in such information or any omission or alleged
omission to state a material fact required to be stated therein or necessary in order to make the statements therein, in the light of the circumstances
under which they were made, not misleading; and (ii) Inspired US shall have the right to defer or suspend any such registration for so long as it
would be materially detrimental to Inspired US and its stockholders for such registration to be effected or maintained, as applicable, as determined
in the good faith judgment of the Board of Directors of Inspired US, with such determination to be evidenced to the Executive by a certificate to
such effect signed by the Executive Chairman of Inspired US, except that the fact that the Executive was formerly the Chief Executive Officer and
a director of Inspired US, or formerly held any of the other positions he held with any Group Companies, shall not be a sufficient basis for
determining that effecting or maintaining such registration would be materially detrimental to Inspired US and its stockholders.
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10. The Employer and Inspired US (i) will procure that the Executive continues to be covered by the Inspired US directors’ and officers’ insurance policy in
respect of his actions while he was a director of Inspired US and any Group Company for so long as such cover is maintained for “retired directors” under
such policy; and (ii) acknowledge that the terms of the current Inspired US certificate of incorporation (being the Second Amended and Restated
Certificate of Incorporation of Inspired US), extend indemnification “[t]o the fullest extent permitted by applicable law” to “each person who is or was
made a party or is threatened to be made a party to or is otherwise involved in any threatened pending or completed action, suit or proceeding, whether
civil, criminal, administrative or investigative (a “proceeding”) by reason of the fact that he or she is or was a director or officer of [Inspired US] or, while
a director or officer of [Inspired US], is or was serving at the request of [Inspired US] as a director, officer, general partner, manager, managing member,
employee or agent of another corporation” (emphases supplied), state that the rights to such indemnification “shall continue as to an indemnitee who has
ceased to be a director, officer, employee or agent and shall inure to the benefit of his or her heirs, executors and administrators” and state that any repeal
or amendment of the foregoing provisions “shall, unless otherwise required by law, be prospective only . . . and shall not in any way diminish or
adversely affect any right or protection existing at the time of such repeal or amendment”.
11. In consideration of the above:
11.1. the Executive accepts the terms of this Agreement in full and final settlement and release of:
11.1.1. the Claims listed at Schedule 3 (the “Gibraltar Claims”), the Claims listed at Schedule 4 (the “UK Claims”), the claims listed at Schedule
5 (the “US Claims”), and any other Claims as defined in this Agreement; and
11.1.2. any other Claims which the Executive has or may have now or in the future against the Employer or any Group Company or its or their
current or former directors, officers, employees or workers arising out of or in connection with the Executive’s directorships, employment or
other offices or positions, or their respective cessations (whether or not the Executive or the Employer or any Group Company could have
contemplated such a Claim at the date of this Agreement) but excluding any Claim in respect of any breach of this Agreement or personal
injury Claims of which the Executive is currently unaware which the Executive may have relating to his employment with the Employer.
The Inspired Parties confirm and warrant that, as at the date of this Agreement, the Group Companies and their directors and officers are not
aware of any circumstances relating to the Executive’s employment with the Employer and/or directorship(s) or otherwise howsoever that
would give rise to any Claim or the contemplation of any claim now or in future by an Inspired Party against the Executive and accordingly
they and their directors and officers have no intention as at the date of this Agreement to make any such Claim against the Executive;
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11.1.3. the release in this clause 11.1 shall not apply to:
a. any claim by the Executive to enforce this Agreement;
b. any claim by the Executive solely as a shareholder of Inspired US, which claim arises entirely in the future, and for the avoidance of
doubt is not a claim arising out of or in connection with any of his directorships, employment or other offices or positions with any
Group Company, or their respective cessations;
c. the Executive’s accrued pension rights; or
d. any personal injury claim of which the Executive is not aware and could not reasonably have been aware at the time of signing this
Agreement.
11.2. the Executive confirms that he will continue to be bound by:
11.2.1. the Executive’s obligations owed to the Employer or any Group Company relating to confidential information (clause 16 of the Service
Agreement);
11.2.2. the Executive’s obligations owed to the Employer or any Group Company under clause 17.2 of the Service Agreement, and
11.2.3. the Executive’s obligations owed to the Employer or any Group Company relating to restrictive covenants (clause 19 of the Service
Agreement);
11.3. the Executive shall not, save as required by law, at any time disclose the terms of this Agreement (other than to the Executive’s immediate family,
professional advisers or HM Revenue & Customs, or the Gibraltar Commissioner of Income Tax). The Inspired Parties shall not, and shall cause the
Group Companies not to, disclose the terms of this Agreement other than to their respective professional advisers and except as required by HM
Revenue & Customs or the Gibraltar Commissioner of Income Tax, or as otherwise required by law, regulation or necessary business practice
(including without limitation to the Gambling Commissioner or other gambling or gaming regulator or similar authority in any jurisdiction), or
under the public disclosure requirements of any jurisdiction in which that party is a public reporting or listed company;
11.4. in addition to the obligations of the Executive under clause 17.2.3 of the Service Agreement, the Executive undertakes that at any time following
the date hereof he will not make and shall use all reasonable endeavours to prevent the making of any disparaging or derogatory statements
whether or not the statement is true, whether in writing or otherwise concerning the Employer or any Group Company or its or their past or current
or future directors or officers or employees or consultants and the Inspired Parties undertake that at any time following the date hereof they will not
make, shall cause the Group Companies not to make and shall use all reasonable endeavours to prevent the making of any disparaging or
derogatory statements whether or not the statement is true, whether in writing or otherwise concerning the Executive, excluding in all events any
statements required to be made by law, regulation or necessary business practice (including without limitation to the Gambling Commissioner or
other gambling or gaming regulator or similar authority in any jurisdiction), or under the public disclosure requirements of any jurisdiction in
which that party is a public reporting or listed company;
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11.5. the Executive acknowledges that, except as provided for under this Agreement, there are no sums or securities owed to him by the Employer or any
Group Company including any payments under any bonus, incentive, commission, share option or similar scheme and that neither the Employer
nor any Group Company nor the trustees of any such scheme is or shall be liable to make any payment or provide him with shares (not including
the First Plan RSAs referred to in paragraph 7) or other benefits under any such scheme;
11.6. the Executive shall be entitled to retain his mobile phone numbers and the Employer and the Executive shall work together to ensure that this
takes place within 28 days from the Separation Date; and
11.7. the Executive agrees to make himself available to, and to co-operate with, the Employer and its advisers in respect of any current internal
investigation or administrative, regulatory, judicial or quasi-judicial proceedings in which the Executive was involved prior to the date hereof,
which the Executive acknowledges this could involve, but is not limited to, responding to or defending any regulatory or legal process, providing
information in relation to any such process, preparing witness statements and giving evidence in person on behalf of the Employer. The Employer
will reimburse any reasonable expenses incurred by the Executive as a consequence of complying with his obligations under this clause, provided
that such expenses are approved in advance by the Employer.
12. The Executive shall indemnify the Inspired Parties on a continuing basis in respect of any income tax, social insurance or National Insurance
contributions (save for employers’ National Insurance contributions), or equivalent in any other jurisdiction wheresoever and howsoever arising, due in
respect of the payments and benefits in clause 3 save insofar as a deduction in respect of income tax, social insurance or National Insurance contributions
have been made by the Employer or a Group Company from the payment and benefits (and any related interest, penalties, costs and expenses save where
caused by any act or omission of the Employer or a Group Company). The Employer shall give the Executive reasonable notice of any demand for tax
which may lead to liabilities on the Executive under this indemnity, and shall provide the Executive with reasonable access to any documentation he
may reasonably require to dispute such a claim (provided that nothing in this clause shall prevent the Employer from complying with its legal
obligations).
13. If the Executive breaches any material provision of this Agreement or pursues a Claim against any Group Company arising out of his directorships,
employment or other positions or offices, or their respective cessations, he agrees to indemnify the Inspired Parties for any losses suffered as a result
thereof, including all legal and professional fees.
If the Employer, a Group Company or an Inspired Party breaches any material provisions of this Agreement the Employer and the Inspired Parties US
agree to indemnify the Executive for any losses suffered as a result thereof, including all legal and professional fees; provided, that if any such loss arises
or allegedly arises from a failure to make a material payment hereunder, the breach shall be cured and no indemnification obligation shall arise if such
payment is made within three (3) UK business days of the Executive giving the Inspired Parties notice of his failure to receive such payment.
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14. The Executive warrants that:
14.1. to the extent he has any of the Gibraltar Claims or UK Claims these have been asserted by him or by the Gibraltar or UK Adviser (as relevant) on
his behalf to the Employer prior to the date of this Agreement;
14.2. except for those Claims asserted as indicated in clause 11.1 above, the Executive has no other Claims of any nature against the Employer or any
Group Company or its or their current or former officers, employees or workers, under any of the acts or regulations listed in Schedules 3, 4 and 5,
or any other Claim;
14.3. he has taken independent legal advice as to the full nature, terms and effect of this Agreement and in particular its effect on the Executive’s
ability to pursue rights before an employment tribunal in Gibraltar and in the UK and will forthwith provide to the Employer a confirmation in
the form set out in Schedules 1 and 2 to this Agreement from the Executive’s Gibraltar Adviser and UK Adviser and in both cases duly signed by
the Executive’s Gibraltar and UK Advisers;
14.4. he has been granted all leaves of absence to which he may have been entitled, and upon payment of the sums set forth in Paragraph 3 herein he
has been paid and/or has received all compensation, wages, bonuses, commissions, and/or benefits to which he may be entitled;
14.5. he has not been retaliated against for reporting any allegations of wrongdoing by the Inspired Parties or any Group Company or any of its or their
officers, including any allegations of corporate fraud; and
14.6. his waiver of rights and claims as herein provided is in exchange for payments and consideration under this Agreement.
15. The Gibraltar Adviser was and is Christopher Allan Esq of Peter Caruana & Co, a Solicitor of the Supreme Court of Gibraltar whose firm holds a contract
of insurance in force or an indemnity provided for members of a professional body covering the risk of a claim by the Executive in respect of loss arising
in consequence of the advice.
16. The UK Adviser was and is Mark Mansell, Esq. of Allen & Overy LLP, a Solicitor of the Supreme Court of England and Wales whose firm holds a
contract of insurance in force or an indemnity provided for members of a professional body covering the risk of a claim by the Executive in respect of
loss arising in consequence of the advice.
17. In respect of the certificate from the Gibraltar Adviser and the Claims set out in Schedule 3, the conditions regulating compromise and settlement
agreements under the provisions of section 62 of the Equal Opportunities Act 2006.
18. In respect of the certificate from the UK Adviser and the Claims set out in Schedule 4, the conditions regulating settlement agreements under the
provisions of the Equality Act 2010, the Employment Rights Act 1996 and the Working Time Regulations 1998, the Trade Union and Labour Relations
(Consolidation) Act 1992 the Sex Discrimination Act 1975, the Race Relations Act 1976, the Employment Equality (Sexual Orientation) Regulations
2003, the Employment Equality (Religion or Belief) Regulations 2003, the Employment Equality (Age) Regulations 2006, the Disability Discrimination
Act 1995, the Equal Pay Act 1970, and the National Minimum Wage Act 1998 are satisfied.
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19. The Executive accepts that the Inspired Parties (for themselves and on behalf of the Group Companies) are entering into this Agreement in reliance upon
the warranties provided by the Executive in paragraph 14 of this Agreement.
20. The Executive acknowledges that his obligations under this Agreement constitute severable undertakings given for the benefit of the Inspired Parties and
each Group Company and may be enforced by Inspired US on behalf of any of them.
21. The Executive has not been induced to enter into this Agreement in reliance on, nor has he been given, any warranty, representation, statement,
agreement or undertaking of any nature whatsoever other than as are expressly set out in this Agreement and the Inspired Parties (for themselves and on
behalf of the Group Companies) accept that the Executive is entering into this Agreement in reliance upon the warranties in this Agreement.
22. This Agreement is made without admission of wrongdoing or liability on the part of the Inspired Parties or any Group Company.
23. Any Group Company, officer, employee, worker or shareholder or consultant may enforce and take the benefit of those clauses of this Agreement in
which reference is expressly made to such Group Companies, officers, employees, workers or consultants subject to and in accordance with the
provisions of the Contracts (Rights of Third Parties) Act 1999. No consent of any such Group Company, director, officer, employee or shareholder or
consultant will be required for the variation or rescission of this Agreement. Except as provided in this clause, a person who is not a party to this
Agreement has no right under the Contracts (Rights of Third Parties) Act 1999 to enforce any term of this Agreement but this does not affect any right or
remedy of a third party which exists or is available apart from under that Act.
24. No failure or delay by the Executive, the Employer or any Group Company in exercising any remedy or right under or in relation to this Agreement shall
operate as a waiver of the same nor shall any single or partial exercise of any remedy or right preclude any further exercise of the same remedy or right or
the exercise of any other remedy or right.
25. If any provision of this Agreement shall be, or become, void or unenforceable for any reason within any jurisdiction, this shall not affect the validity of
that provision within any other jurisdiction or any of the remaining provisions of this Agreement.
26. This Agreement is governed by the laws of Gibraltar and the Courts of Gibraltar shall have exclusive jurisdiction to determine any dispute arising under
or in respect of it, SAVE THAT:
26.1. to the extent any dispute shall arise under or in respect of the releases of the Claims set out in Schedule 4 and/or 5, the laws specified in the said
Schedules shall, as appropriate, apply to that dispute and the Courts of the place specified in the said Schedules shall have jurisdiction to
determine such matters; and
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26.2. the provisions relating to the UK Adviser and the UK Adviser certificate at Schedule 2 shall be governed by the laws of England and Wales and
the Courts of England and Wales shall have jurisdiction to determine any dispute arising under or in respect thereof.
27. The Executive remains bound by all provisions of the Service Agreement which by their terms survive the termination or other cessation of his
directorships, employment or other offices or positions, including but not limited to the confidentiality terms set forth therein.
27.1. Notice of Immunity Under the US Economic Espionage Act of 1996, as amended by the Defend Trade Secrets Act of 2016: Notwithstanding any
other provision of this Agreement or the Service Agreement, (1) Executive will not be held criminally or civilly liable in the US under any federal
or state trade secret law for any disclosure of a trade secret that: (a) is made (I) in confidence to a federal, state, or local government official, either
directly or indirectly, or to an attorney; and (II) solely for the purpose of reporting or investigating a suspected violation of law; or (b) is made in a
complaint or other document filed under seal in a lawsuit or other proceeding.
27.2. If Executive files a lawsuit for retaliation by any of the Inspired Parties or any Group Company for reporting a suspected violation of law,
Executive may disclose the relevant company’s trade secrets to Executive’s attorney and use the trade secret information in the court proceeding if
Executive: (a) files any document containing trade secrets under seal; and (b) does not disclose trade secrets, except pursuant to court order.
27.3. Executive understands and acknowledges that his obligations under this Agreement and the Service Agreement with regard to any particular
confidential information shall continue until such time as such confidential information has become public knowledge other than as a result of
Executive’s breach of this Agreement or the Service Agreement, or breach by those acting in concert with Executive or on Executive’s behalf.
28. Each party to this Agreement has reviewed and revised this Agreement. Each party to this Agreement has had the opportunity to have such party’s legal
counsel review and revise this Agreement. The rule of construction that any ambiguities are to be resolved against the drafting party shall not be
employed in the interpretation of this Agreement or of any amendments or schedules to this Agreement.
29. At the time of considering or executing this Agreement, Executive was not affected or impaired by illness, use of alcohol, drugs or other substances or
otherwise impaired. Executive is competent to execute this Agreement and knowingly and voluntarily waives any and all Claims he may have against all
released parties hereunder or set forth in Schedules 3, 4 or 5. Executive certifies that he is not a party to any bankruptcy, lien, creditor-debtor or other
proceedings which would impair his right or ability to waive all claims he may have against the Inspired Parties or any Group Company.
30. Any notice to be served on the Executive shall be served on him by email at such email address as the Executive shall notify to the Inspired Parties.
31. This Agreement may be executed in any number of counterparts, each of which, when executed, shall constitute a duplicate original, but all the
counterparts shall together constitute the one agreement.
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This Agreement is marked “without prejudice” and “subject to contract” but, once signed by the parties, shall have effect as, and can be relied on as evidence
of, a binding agreement. For the avoidance of doubt, this Agreement shall not be binding unless and until it is signed by the parties.
Signed: /s/ Luke L. Alvarez
Luke L. Alvarez
Date: 16/5/18
Signed: /s/ Stewart F.B Baker
Stewart F.B. Baker on behalf of Inspired Gaming (Gibraltar) Limited
Date: May 16, 2018
Signed: /s/ Stewart F.B. Baker
Stewart F.B. Baker on behalf of DMWSL 633 Limited
Date: May 16, 2018
Signed: /s/ Stewart F.B Baker
Stewart F.B. Baker on behalf of Inspired Entertainment, Inc.
Date: May 16, 2018

Exhibit 10.2
Execution Copy

INSPIRED ENTERTAINMENT, INC.
250 West 57th Street, Suite 2223
New York, New York 10107
May 1, 2018
VIA ELECTRONIC MAIL
Brooks H. Pierce
605 Old Kennett Road
Wilmington, Delaware 19807
Re: Terms of Continued Employment
Dear Brooks:
This letter agreement (this “Agreement”) sets forth the terms and conditions of your continued employment with Inspired Entertainment, Inc., a
Delaware corporation (“Inspired” or the “Company”), as mutually agreed upon by you and the Company. For valuable consideration and intending to be
legally bound, the parties agree as follows:
1 . Prior Employment Agreements. Effective as of May 1, 2018 (the “Effective Date”), the employment agreement between the Company and you, dated as
of April 11, 2018 (the “Prior Employment Agreement ”), shall terminate and be of no further force and effect. You shall forfeit any equity award under the
Prior Employment Agreement and it will be replaced with the restricted stock unit award provided under this Agreement. As of the Effective Date, this
Agreement and your restricted stock unit award agreement referred to below will constitute the entire agreement between the Company and you with respect
to your terms and conditions of employment.
2 . Duties and Responsibilities. You shall serve in the capacity of, and have such powers, duties and responsibilities as are generally associated with the
office of President and Chief Operating Officer of the Company. In this capacity, you shall report directly to the Company’s Executive Chairman.
3 . Performance. You covenant and agree to faithfully and diligently perform all of the duties of your employment, devoting your full business and
professional time, attention, energy and ability to promote the business interests of the Company and all its properties. You further agree that during the
period of your employment with the Company, you will not engage in any other business or professional pursuit whatsoever unless the Board of Directors of
the Company (the “Board”) shall consent thereto in writing; provided, however, that the foregoing shall not preclude you from engaging in civic, charitable,
or religious activities or from devoting a reasonable amount of time to private investments that do not unreasonably interfere or conflict with the performance
of your duties under this Agreement.
4 . Term. The term of your employment under this Agreement shall commence as of the Effective Date and shall expire on May 1, 2020 (the “Initial Term”),
unless sooner terminated as provided under the terms of this Agreement. Upon the scheduled expiration of the Initial Term, your employment may thereafter
only be extended upon the express mutual written agreement of both you and the Company.

5. Base Salary and Annual Bonus.
(a) Beginning as of the Effective Date and throughout the duration of the Initial Term, you shall receive a base annual salary of $400,000 (Four Hundred
Thousand Dollars) (the “Base Salary”), payable in substantially equal installments every month or otherwise in accordance with the regular payroll practices
of the Company.
(b) You will, during your employment, be eligible to earn a target annual bonus of not less than 100% of your annual base salary (“Target Bonus”) and
a maximum annual bonus of 200% of your annual base salary. Annual performance goals, which will be the same as those that apply to the Executive
Chairman of the Company, will be established by the Compensation Committee in consultation with you, and such goals, once final, will be communicated
to you not later than 60 days after the start of the applicable fiscal year. It is understood that for the fiscal year ending September 30, 2018 the goals shall be
set and communicated to you by June 1, 2018. Any annual bonus that becomes payable hereunder shall be paid to you within two and one-half months after
the end of the applicable fiscal year. For the fiscal year in which you are hired, your bonus will be pro-rated based upon the number of weeks you are
employed in the fiscal year.
6. Equity Award. As of the Effective Date (the “Date of Grant”), you shall be granted a one-time award of 100,000 (One Hundred Thousand) restricted stock
units under the Inspired Entertainment, Inc. Second Long-Term Incentive Plan, as amended (the “Plan”), to vest in accordance with the terms of the Plan and
the form of award previously provided to you (a copy of which is attached hereto).
7 . Employee Benefit Plans. During the Initial Term and any renewal, you shall be entitled to participate in any fringe group health, medical, dental,
hospitalization, life, accident insurance or other welfare plans, and any tax-qualified pension, tax-qualified profit sharing or tax-qualified retirement plans,
which may be placed in effect or maintained by the Company for the benefit of its employees generally, or for its senior executives subject to all restrictions
and limitations contained in such plans or established by governmental regulation, provided, that no “most favored nation” clauses in other employment
agreements shall thereby be incorporated into your terms of employment.
8 . Communications Equipment and Service. During the your employment hereunder, the Company will reimburse you for expenses relating to a mobile
phone (iPhone or similar device) and any associated service contract for such mobile phone. The use of such device shall be subject to the Company’s
prevailing policies.
9 . Expense Reimbursement. You are authorized to incur such reasonable expenses as may be necessary for the performance of your duties hereunder in
accordance with the policies of the Company established and in effect from time to time and, except as may be otherwise agreed, the Company will reimburse
you for all such authorized expenses upon submission of an itemized accounting and substantiation of such expenditures adequate to secure for the
Company a tax deduction for the same, in accordance with applicable Internal Revenue Service guidelines.
10. Vacations and Holidays. You shall be entitled to vacations and holidays as provided in the Company’s vacation and leave policies as in effect from time
to time, but no less than four (4) weeks of paid vacation leave per year, at such times as may be requested by you and approved by the Company. No more
than two (2) weeks of vacation shall be taken consecutively.
1 1 . Termination by the Company; Termination by You for Good Reason . The Company may terminate your employment hereunder for Cause (as defined
below). The Company may terminate your employment without Cause (and other than due to death or Disability (as defined below)) without advance notice.
You may terminate your employment for Good Reason (as defined below).
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(a) In the event the Company terminates your employment for Cause or you resign without Good Reason, or if the Company declines to extend this
Agreement beyond the Initial Term, you shall be entitled to receive: (i) Base Salary at the rate in effect at the time of the termination through the date of
termination of employment; (ii) reimbursement for allowable business expenses incurred, but not paid prior to such termination of employment, subject to the
receipt of supporting information by the Company; and (iii) such other compensation and benefits as may be provided in applicable plans and programs of
the Company, according to the terms and conditions of such plans and programs. The restrictions set forth in Sections 17 and 18 shall continue to apply
following such termination of employment.
(b) In the event that the Company terminates your employment without Cause (and other than due to death or Disability), or you terminate your
employment for Good Reason, you shall be entitled to receive: (i) continuation of Base Salary for six (6) months following termination of employment; (ii)
reimbursement for allowable business expenses incurred, but not paid prior to such termination of employment, subject to the receipt of supporting
information by the Company; and (iii) any earned but not yet paid bonus from the prior year; (iv) a pro-rated Target Bonus for the year in which the
termination occurred (based on a fraction, the numerator of which is the number of days you were employed by the Company during the year and the
denominator of which is 365; (v) acceleration to the termination date of 100% vesting of the 100,000 restricted stock units granted under this Agreement; (vi)
provided you timely elect continuation of your health coverage under the Consolidated Omnibus Budget Reconciliation Act or applicable state law
(“COBRA”), continued participation in the health plans of the Company, with the Company paying the applicable COBRA premium for the first six months
of such coverage; and (vii) such other compensation and benefits as may be provided in applicable plans and programs of the Company, according to the
terms and conditions of such plans and programs. The restrictions set forth in Section 17 shall continue to apply following such termination of employment.
(c) “Cause,” as used above, shall mean: (i) conviction of a felony, misappropriation of any material funds or material property of the Company, its
subsidiaries or affiliates; (ii) commission of fraud or embezzlement with respect to the Company, its subsidiaries or affiliates; (iii) any material act of
dishonesty relating to your employment by the Company resulting in direct or indirect personal gain or enrichment at the expense of the Company, its
subsidiaries or affiliates; (iv) use of alcohol or drugs that renders you materially unable to perform the functions of your job or carry out your duties to the
Company; (v) a material breach of this Agreement by you; (vi) committing any act or acts of serious and willful misconduct (including disclosure of
confidential information) that is likely to cause a material adverse effect on the business of the Company, its subsidiaries or affiliates; (vii) willful violation of
the Company’s internal financial controls or anti-corruption policy or any applicable gaming or financial laws or regulations, provided, that, with respect to
(iv), and (v) above, the Company shall have first provided you with written notice stating with specificity the acts, duties or directives you have committed or
failed to observe or perform, and you shall not have corrected the acts or omissions complained of within thirty (30) days of receipt of such notice.
(d) “Good Reason,” as used above, shall mean the occurrence of any of the following without Cause or without your consent: (i) the Company’s
removal of you as an executive officer of the Company or (ii) the Company’s reduction of the Base Salary; or (iii) the Company making any other material
adverse change in your status, position, duties, or responsibilities which is not cured within thirty (30) days after written notice thereof is delivered by you to
the Company. No purported termination for Good Reason shall be effective unless you deliver a written notice of termination (specifying in reasonable detail
the facts and circumstances claimed to provide a basis for termination for Good Reason) to the Company within 90 days following your first obtaining actual
knowledge that facts or circumstances constituting Good Reason exist.
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(e) Except as otherwise provided herein, the exercise and/or termination of any equity awards under this Agreement shall be governed by the Plan and
the applicable award agreements.
12. Termination Following a Change in Control.
(a) You may voluntarily terminate this Agreement and your employment with the Company upon 30 days’ written notice to the Company without
further restrictions or liability if there is a “Change in Control” as that term is defined in the Plan; provided, that you give such notice within twelve months
after the Change in Control and further provided that the restrictions set forth in Sections 17 and 18 shall continue to apply following such termination of
employment.
(b) In the case of a termination of this Agreement and your employment with the Company by you for Good Reason, or by the Company without Cause,
within twelve months following a Change in Control, you shall be entitled to receive promptly following the date of such termination: (i) all accrued and
unpaid Base Salary and previously earned bonus(es) through the date of termination; (ii) a lump sum payment of two (2) times the Base Salary; (iii)
acceleration to the termination date of 100% vesting of the 100,000 restricted stock units granted under this Agreement; (iv) reimbursement for allowable
business expenses incurred, but not paid prior to such termination of employment, subject to the receipt of supporting information by the Company; (v) such
other compensation and benefits as may be provided in applicable plans and programs of the Company, according to the terms and conditions of such plans
and programs; and (vi) provided you timely elect continuation of your health coverage under the Consolidated Omnibus Budget Reconciliation Act or
applicable state law (“COBRA”), continued participation in the health plans of the Company, with the Company paying the applicable COBRA premium for
the first two years of such coverage and employer contributions to non-qualified retirement plans and deferred compensation plans, if any, for two years
following the date of termination; provided, that the Company’s obligation to provide such benefits shall cease at the time you and your covered dependents
become eligible for comparable benefits from another employer that do not exclude any pre-existing condition of you or any covered dependent that was not
excluded under the Company’s health and welfare plans immediately prior to the date of termination.
(c) To the extent that the health and welfare benefits provided for in Sections 11(b)(iv) and 12(b)(vi) are not permissible after termination of
employment under the terms of the benefit plans of the Company then in effect (and cannot be provided through the Company’s paying the applicable
premium for you under COBRA), the Company shall pay you such amount as is necessary to provide you, after tax, with an amount equal to the cost of
acquiring, for you and your spouse and dependents, if any, on a non-group basis, for the required period, those health and other welfare benefits that would
otherwise be lost to you and your spouse and dependents as a result of your termination. Any amount payable under this Section 12(c) shall be determined as
soon as practicable following termination of employment and shall be paid to you within 60 days following termination of employment.
(d) Except as otherwise provided herein, the exercise and/or termination of the equity awards under this Agreement shall be governed by the Plan and
the applicable award agreements.
1 3 . Termination Due to Death or Disability . Your employment hereunder shall terminate upon the occurrence of your death. The Company may terminate
your employment due to Disability. The restrictions set forth in Section 17 shall continue to apply following the termination of employment due to
Disability.
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(a) In the event of a termination of your employment due to your death or Disability, you or your estate, as the case may be, shall be entitled to receive:
(i) continuation of Base Salary for 12 months following termination of employment (or, if shorter, the remainder of the Initial Term), less any short term
disability insurance proceeds you receive during such period in the event termination of your employment is due to your Disability, and less any life
insurance proceeds you receive from any company-paid life insurance policies in the event of your death; (ii) acceleration to the termination date of 100%
vesting of the 100,000 restricted stock units granted under this Agreement; (iii) reimbursement for allowable business expenses incurred, but not paid prior to
such termination of employment, subject to the receipt of supporting information by the Company; and (iv) such other compensation and benefits as may be
provided in applicable plans and programs of the Company, according to the terms and conditions of such plans and programs.
(b) Except as otherwise provided herein, the exercise and/or termination of the equity awards under this Agreement shall be governed by the Plan and
the applicable award agreements.
(c) “Disability” as used above shall mean that, during your employment with the Company, you shall, in the opinion of an independent physician
selected by agreement between the Board and you, become so physically or mentally incapacitated that you are unable to perform the duties of your
employment for an aggregate of 180 days in any 365 day consecutive period or for a continuous period of six (6) consecutive months.
1 4 . Post-Termination Exercise Period for Equity Grants. Except as otherwise provided herein, the exercise and/or termination of any restricted stock unit
award, or any equity award, or option award under any plan the Company may create in the future, shall be governed by the applicable plans and the
applicable award agreements.
15. Timing of Certain Payments. Subject to Sections 16 and 19: (a) any amounts payable under Sections 11(a)(i), 11(b)(i), (iii) and (iv) or 12(b)(i)-(ii) shall
be paid as soon as practicable, and in any event within 30 days following termination of employment; and (b) any reimbursements for allowable business
expenses incurred under Sections 11(a)(ii), 11(b)(ii), 12(b)(iv) or 13(a)(iii) (to the extent such reimbursements are treated as deferred compensation subject to
Section 409A) shall be paid as soon as practicable following submission of the claims but in any event not later than the third calendar year following the
calendar year in which your separation from service occurs.
1 6 . Release. Notwithstanding any other provision of this Agreement to the contrary, you acknowledge and agree that any and all payments or benefits to
which you are entitled under Sections 11, 12, 13 or 14 are conditional upon and subject to your execution of the General Release and Covenant Not to Sue in
the form attached hereto as Exhibit A (which form may be reasonably modified to reflect changes in the law), of all claims you may have against the
Company and its directors, officers and affiliates, except as to matters covered by provisions of this Agreement that expressly survive the termination of this
Agreement. You shall execute and deliver such General Release and Covenant Not to Sue within 60 days following termination of employment, and, except
as otherwise provided in Section 19, any payments that are subject to the execution of such General Release and Covenant Not to Sue shall commence to be
paid on the 61st day following termination of employment (with the first such installment including any prior unpaid installments) or the 8 th day after the
effective date of the release, whichever is later.
17. Confidentiality.
(a) In addition to your common law obligations to keep confidential information secret, you must not disclose to any person, firm or company,
otherwise than in the proper course of his duties or with the written consent of the Company, any trade secret or information of a confidential nature
concerning the Company’s business, or any client of the Company including, but not limited to:
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i)

any trade secret or confidential or secret information concerning the business development, affairs, future plans, business methods,
connections, operations, accounts, finances, organization, processes, policies or practices, designs, dealings, trading, software, or know-how
relating to or belonging to the Company and/or to any affiliated company or any of its suppliers, agents, distributors, clients or customers;

ii)

confidential computer software, computer-related know-how, passwords, computer programs, specifications, object codes, source codes,
network designs, business processes, business logic, inventions, improvements and/or modifications relating to or belonging to the Company
and/or any affiliated company;

iii)

details of the Company’s or any affiliated company’s financial projections or projects, prices or pricing strategy, advertising, marketing or
development plans, product development plans or strategies, fee levels, commissions and commission structures, market share and pricing
statistics, marketing surveys and research reports and their interpretation;

iv)

any confidential research, report or development undertaken by or for the Company or any affiliated company;

v)

details of relationships or arrangements with, or knowledge of the needs or the requirements of, the Company’s or any affiliated company’s
actual or potential clients or customers;

vi)

information supplied in confidence by customers, clients or any third party to which the Company or any affiliated company owes an
obligation of confidentiality;

vii)

lists and details of contracts with the Company’s or any affiliated company’s actual or potential suppliers;

viii) information of a personal or otherwise of a confidential nature relating to fellow employees, directors or officers of and/or consultants to, the
Company and/or any affiliated company for which the you may from time to time provide services;
ix)

confidential information concerning, or details of, any competitive business pitches, and/or target details;

x)

any document or information marked as confidential on its face; or

xi)

any document or information which has been supplied to you in confidence or which he has been informed is confidential or which he might
reasonably be aware is confidential.

xii)

any information of the sort described in this Section which you obtain or becomes aware of during the course of your employment under this
Agreement or which, by virtue of the your position, it may reasonably be assumed you have obtained or become aware of during the course of
you employment under this Agreement shall be “Confidential Information” for the purposes of this Agreement.

(b) You undertake to use your best endeavors (subject to payment by the Company of any expense reasonably incurred in so doing) to prevent
unauthorized publication or disclosure to any third party of any Confidential Information (save as may be required by law or a duly authorized regulatory
body).
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(c) The provisions in this Section shall continue to apply after termination of employment, howsoever arising, without any time limit. The provisions in
this Section shall not apply to any information or knowledge which (i) is or comes into the public domain other than through unauthorized disclosure of the
Executive, (ii) is or becomes available to the Executive on a non-confidential basis from a source which is entitled to disclose it to the Executive, or (iii) was
already known to the Executive prior to the date hereof.
(d) Nothing in this Section shall be construed or interpreted as preventing the Executive from making a disclosure pursuant to any applicable legal
requirement or order of any court or other tribunal or regulatory body. In circumstances where the Executive feels it is necessary for him to make such a
disclosure, he should, to the extent practical, first raise the issue with the Board, or if the Executive’s concerns relate to certain members of the Board, to an
officer or officers of the Company whom he believes are not involved or implicated in the relevant matter.
(e) Nothing in this Agreement or otherwise shall prohibit the Executive from (i) reporting possible violations of federal or state law or regulation to any
U.S. governmental agency or entity or self-regulatory organization (including but not limited to the U.S. Department of Justice, the U.S. Securities and
Exchange Commission, the U.S. Congress, and any U.S. agency Inspector General), or making other disclosures that are protected under the whistleblower
provisions or other provisions of U.S. federal or state law or regulation, (ii) providing truthful testimony or statements to the extent, but only to the extent,
required by applicable law, rule, regulation, legal process or by any court, arbitrator, mediator or administrative, regulatory, judicial or legislative body
(including any committee thereof) with apparent jurisdiction (provided, however, that in such event, except as set forth in the foregoing clause (i) above or
clause (iii) below, Executive will give the applicable Group Company prompt written notice thereof prior to such disclosure so that the Group Company may
seek appropriate protection for such information), (iii) reporting or disclosing information under the terms of the Company’s Reporting Suspected Violations
of Law Policy or such similar policy as the applicable Group Company may have in effect from time to time or (iv) disclosing information to the extent
necessary to enforce the terms of this Agreement.
(f) Notice of Immunity Under the Economic Espionage Act of 1996, as amended by the Defend Trade Secrets Act of 2016 (“DTSA”). Notwithstanding
any other provision of this Agreement:
(i) You will not be held criminally or civilly liable under any federal or state trade secret law for any disclosure of a trade secret that:
(A) is made (1) in confidence to a federal, state, or local government official, either directly or indirectly, or to an attorney; and (2)
solely for the purpose of reporting or investigating a suspected violation of law; or
(B) is made in a complaint or other document filed under seal in a lawsuit or other proceeding.
(ii) If you file a lawsuit for retaliation by the Company for reporting a suspected violation of law, you may disclose the Company’s trade
secrets to your attorney and use the trade secret information in the court proceeding if you:
(A) file any document containing trade secrets under seal; and
(B) do not disclose trade secrets, except pursuant to court order.
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1 8 . Restrictive Covenant. You acknowledge and recognize the highly competitive nature of the businesses of the Company and its subsidiaries and
affiliates and accordingly agrees as follows:
(a) During your employment with the Company and for a period of one (1) year from the date of termination of your employment for any reason (the
“Restriction Period”), you shall not, in in any geographic area in which such business was so conducted by the Company or any of its affiliates, directly or
indirectly, either as principal, agent, employee, consultant, partner, officer, director, shareholder, or in any other individual or representative capacity, own,
manage, finance, operate, control or otherwise engage or participate in any manner or fashion in the business of (i) creating, supplying and distributing real
money, social and/or virtual gaming, gambling and betting content, games and systems for lotteries, gaming and/or betting operators and retail customers,
worldwide, distributed and/or accessible through physical locations and using online means and/or mobile devices, and (ii) providing gambling and lottery
services, server-based gaming, virtual sports betting, electronic table gaming, licensing of gaming software, sale, rental and lease of gaming machines and
equipment, betting and lottery content, video lottery terminals, ticket dispensing apparatus and distributing betting and lottery content online or via mobile,
remote and field support and development related to the provision of the aforementioned and anything ancillary which is materially similar to such goods
and services, and other business(s) of the Company from time to time or those parts of the business(es) of the Company and any Group Company with which
you were involved to a material extent in the six months before Termination.
(b) In addition to, and not in limitation of, the provisions of Section 18(a), you agree, for the benefit of the Company and its affiliates, that during the
Restriction Period, you shall not, directly or indirectly, either as principal, agent, employee, consultant, partner, officer, director, shareholder, or in any other
individual or representative capacity, on your behalf or any other person or entity other than the Company or its affiliates (i) solicit or induce, or attempt to
solicit or induce, directly or indirectly, any person who is, or during the six months prior to the termination of your employment with the Company was, an
employee or agent of, or consultant to, the Company or any of its affiliates to terminate its, his or her relationship therewith, or (ii) hire or engage any person
who is, or during the six months prior to the termination of your employment with the Company was, an employee, agent of or consultant to the Company or
any of its affiliates.
(c) You understand that the provisions of this Section 18 may limit your ability to earn a livelihood in a business similar to the business of the
Company but you nevertheless agree and hereby acknowledge that (i) such provisions do not impose a greater restraint than is necessary to protect the
goodwill or other business interests of the Company, (ii) such provisions contain reasonable limitations as to time and scope of activity to be restrained, (iii)
such provisions are not harmful to the general public, (iv) such provisions are not unduly burdensome to you, and (v) the consideration provided hereunder is
sufficient to compensate you for the restrictions contained in this Section 18. In consideration of the foregoing and in light of your education, skills and
abilities, you agree that you shall not assert that, and it should not be considered that, any provisions of Section 18 otherwise are void, voidable or
unenforceable or should be voided or held unenforceable.
(d) It is expressly understood and agreed that although you and the Company consider the restrictions contained in this Section 18 to be reasonable, if a
judicial determination is made by a court of competent jurisdiction that the time or territory or any other restriction contained in this Agreement is an
unenforceable restriction against you, the provisions of this Agreement shall not be rendered void but shall be deemed amended to apply as to such
maximum time and territory and to such maximum extent as such court may judicially determine or indicate to be enforceable. Alternatively, if any court of
competent jurisdiction finds that any restriction contained in this Agreement is unenforceable, and such restriction cannot be amended so as to make it
enforceable, such finding shall not affect the enforceability of any of the other restrictions contained herein.
8

(e) In the event that you violate any of the restrictive covenants set forth in Sections 18(a) or 18(b), in addition to any other remedy which may be
available (i) at law or in equity, (ii) pursuant to any other provision of this Agreement or (iii) pursuant to any applicable equity award agreement, all
outstanding stock options to purchase shares of Inspired common stock and other unvested equity awards granted to you shall be automatically forfeited
effective as of the date on which such violation first occurs.
19. Section 409A.
(a) For purposes of this Agreement, “Section 409A” means Section 409A of the Internal Revenue Code of 1986, as amended, and the Treasury
Regulations promulgated thereunder (and such other Treasury or Internal Revenue Service guidance) as in effect from time to time. In addition, for purposes
of this Agreement, with respect to payments of any amounts that are considered to be “deferred compensation” subject to Section 409A, references to
“termination of employment” (and substantially similar phrases) shall be deemed to refer to “separation from service” within the meaning of Section
409A (without application of any alternative definitions permitted thereunder) and shall be interpreted and applied in a manner that is consistent with the
requirements of Section 409A.
(b) It is intended that the provisions of this Agreement comply with Section 409A, and all provisions of this Agreement shall be construed and
interpreted in a manner consistent with the requirements for avoiding taxes or penalties under Section 409A. In this regard, the provisions of this Section 20
shall only apply if, and to the extent, required to avoid the imputation of any tax, penalty or interest pursuant to Section 409A. In light of the uncertainty as
of the date hereof with respect to the proper application of Section 409A, the Company and you agree to negotiate in good faith to make amendments to this
Agreement as the parties mutually agree are necessary or desirable to avoid the imposition of taxes or penalties under Section 409A. Notwithstanding the
foregoing, you shall be solely responsible and liable for the satisfaction of all taxes and penalties that may be imposed on or for your account in connection
with this Agreement (including any taxes and penalties under Section 409A), and neither the Company nor any affiliate shall have any obligation to
indemnify or otherwise hold you (or any beneficiary) harmless from any or all of such taxes or penalties.
(c) Except as permitted under Section 409A, any deferred compensation that is subject to Section 409A and is payable to or for your benefit under any
Company-sponsored plan, program, agreement or arrangement may not be reduced by, or offset against, any amount owing by you to the Company.
(d) Notwithstanding anything in this Agreement to the contrary, in the event that you are deemed to be a “specified employee” within the meaning of
Section 409A(a)(2)(B)(i), no payments or benefits under Sections 12, 13 or 14 that are “deferred compensation” subject to Section 409A shall be made to you
prior to the date that is six (6) months after the date of your “separation from service” or, if earlier, your date of death. Following any applicable six (6) month
delay, all such delayed payments will be paid in a single lump sum on the earliest permissible payment date. In addition, for a period of six months following
the date of separation from service, to the extent that the Company reasonably determines that any of the benefit plan coverages described in this Agreement
may not be exempt from U.S. federal income tax, you shall in advance pay to the Company an amount equal to the stated taxable cost of such coverages for
six months. At the end of such six-month period, you shall be entitled to receive from the Company a reimbursement of the amounts paid by you for such
coverages.
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(e) For purposes of Section 409A, each of the payments that may be made under the Agreement are designated as separate payments.
(f) To the extent that any reimbursements pursuant to this Agreement are taxable to you, any such reimbursement payment due to you shall be paid to
you as promptly as practicable, and in all events on or before the last day of your taxable year following the taxable year in which the related expense was
incurred. Any such reimbursements are not subject to liquidation or exchange for another benefit and the amount of such benefits and reimbursements that
you receive in one taxable year shall not affect the amount of such benefits or reimbursements that you receive in any other taxable year.
20. Miscellaneous.
(a) Assignment and Assumption. This Agreement is personal to you and shall not be assignable by you otherwise than by will or the laws of descent and
distribution. This Agreement shall inure to the benefit of and be enforceable by your legal representatives. This Agreement shall inure to the benefit of and be
binding upon the Company and its successors. The Company will require any successor (whether direct or indirect, by purchase, merger, consolidation or
otherwise) to all or substantially all of the business and/or assets of the Company to expressly assume and agree to perform this Agreement in the same
manner and to the same extent that the Company would be required to perform it if no such succession had taken place. As used in this Agreement,
“Company” shall mean the Company as hereinbefore defined and any successor to its business and/or assets as aforesaid which assumes and agrees to perform
this Agreement by operation of law, or otherwise.
(b ) Notices. All notices and other communications required or permitted hereunder shall be in writing and shall be deemed to have been given if sent
via a national overnight courier service or by certified mail, return receipt requested, postage prepaid, addressed to the parties as follows:
If to you, to:
Brooks H. Pierce
605 Old Kennett Road
Wilmington, Delaware 19807
If to the Company, to:
Inspired Entertainment, Inc.
250 W. 57 th St., 22 nd Floor
New York, New York 10107
Attn: Lorne Weil, Executive Chairman
With a copy (which will not be considered notice) to:
Douglas Ellenoff, Esq.
Ellenoff Grossman & Schole LLP
1345 Avenue of the Americas, 11 th Floor
New York, New York 10105
or to such other address as any party shall request of the others by giving notice in accordance with this Section.
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(c) Waiver of Provisions. The failure of either party to insist upon a strict performance of any of the terms or provisions of this Agreement or to exercise
any option, right, or remedy herein contained, shall not be construed as a waiver or as a relinquishment for the future of such term, provision, option, right, or
remedy, but the same shall continue and remain in full force and effect. No waiver by either party of any term or provision hereof shall be deemed to have
been made unless expressed in writing and signed by such party.
(d) Severability; Integration. If any provision of this Agreement shall be declared void or unenforceable by any judicial or administrative authority, the
validity of any other provision and of the entire Agreement shall not be affected thereby. This Agreement constitutes the entire agreement between the parties
as of the date hereof and supersedes all previous agreements and understandings between the parties with respect to the subject matter hereof including the
Employment Agreement.
(e) Governing Law. This Agreement shall be governed by and construed and interpreted in accordance with the laws of New York, without reference to
the principles of conflict of laws thereof.
(f) JURY TRIAL WAIVER . THE PARTIES EXPRESSLY AND KNOWINGLY WAIVE ANY RIGHT TO A JURY TRIAL IN THE EVENT ANY ACTION
ARISING UNDER OR IN CONNECTION WITH THIS AGREEMENT OR YOUR EMPLOYMENT WITH THE COMPANY IS LITIGATED OR HEARD IN
ANY COURT.
(g ) Dispute Resolution/Arbitration. The parties agree that all claims, disputes, and/or controversies arising under this Agreement and/or related to the
your employment hereunder or the termination of such employment (whether or not based on contract, tort or upon any federal, state or local statute,
including but not limited to claims asserted under the Age Discrimination in Employment Act, as amended, Title VII of the Civil Rights Act of 1964, as
amended, any state Fair Employment Practices Act, and/or the Americans with Disabilities Act), shall be resolved exclusively through mediation/arbitration
by JAMS, in the County of New York in the State of New York, in accordance with the JAMS Rules and Procedures for Mediation/Arbitration of Employment
Disputes; provided, however, that in the event that the Company alleges that you are in breach of any of the provisions contained in Sections 17 or 18, the
Company shall not be exclusively required to submit such dispute to mediation/arbitration. In such event, the Company may, at its option, seek and obtain
from any court having jurisdiction, injunctive or equitable relief, in addition to pursuing at arbitration all other remedies available to it (including without
limitation any claims for relief arising out of any breach of Sections 17 or 18 of this Agreement).
(h ) Withholding Taxes . The Company may withhold from any amounts payable under this Agreement such Federal, state and local taxes as may be
required to be withheld pursuant to any applicable law or regulation.
( i ) Continuation of Employment. Unless the parties otherwise agree in writing, continuation of your employment with the Company beyond the
expiration of the Initial Term shall be deemed an employment at will and shall not be deemed to extend any of the provisions of this Agreement, and your
employment may thereafter be terminated “at will” by you or the Company.
(j) No Waiver. The failure of a party to insist upon strict adherence to any term of this Agreement on any occasion shall not be considered a waiver of
such party’s rights or deprive such party of the right thereafter to insist upon strict adherence to that term or any other term of this Agreement.
(k ) No Mitigation. You shall not be required to mitigate the value of any payments or benefits contemplated by this Agreement, nor shall any such
benefits be reduced from any earnings or benefits that you may receive from any other source.
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(l) Survival. Sections 17 and 18 shall survive and continue in full force and effect in accordance with their terms notwithstanding the termination of this
Agreement and your employment for any reason.
( m ) Amendments. This Agreement may not be amended, changed or modified except by a written document signed by each of the parties to this
Agreement.
(n ) Headings. Section headings in this Agreement are included for convenience of reference only and are not intended to define, limit or describe the
scope or intent of any provision of this Agreement.
( o ) Counterparts. This Agreement may be executed in several counterparts, each of which shall be considered an original, but which when taken
together, shall constitute one agreement. Facsimile and electronic .pdf signatures shall be considered original signatures for purposes of execution of this
Agreement.
Please indicate your understanding and acceptance of this Agreement by executing both copies below, and retaining one fully executed original for
your files and returning one fully executed original to the Company.
Very truly yours,
INSPIRED ENTERTAINMENT, INC.
By:
Name:
Title:
I hereby accept the terms of this Agreement and agree to abide by the provisions hereof:
/s/ Brooks H. Pierce
Brooks H. Pierce
Date: May 1, 2018
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/s/ A. Lorne Weil
A. Lorne Weil
Executive Chairman of the Board

Exhibit A
General Release and
Covenant Not to Sue
TO ALL WHOM THESE PRESENTS SHALL COME OR MAY CONCERN, KNOW that:
Brooks H. Pierce (“Executive”), on Executive’s own behalf and on behalf of Executive’s descendants, dependents, heirs, executors and
administrators and permitted assigns, past and present, in consideration for the amounts payable and benefits to be provided to Executive under that letter
agreement dated as of May 1, 2018, and effective as of May 1, 2018 (the “Letter Agreement ”) by and among Executive, and Inspired Entertainment, Inc.
(“Inspired”), a Delaware corporation, (the “Company”) does hereby covenant not to sue or pursue any litigation against, and waives, releases and discharges
the Company, its assigns, affiliates, subsidiaries, parents, predecessors and successors, and the past and present shareholders, employees, officers, directors,
representatives and agents of any of them (collectively, the “Company Group”), from any and all claims, demands, rights, judgments, defenses, actions,
charges or causes of action whatsoever, of any and every kind and description, whether known or unknown, accrued or not accrued, that Executive ever had,
now has or shall or may have or assert as of the date of this General Release and Covenant Not to Sue against the Company Group relating to his employment
with the Company or the termination thereof or his service as an officer or director of any subsidiary or affiliate of the Company or the termination of such
service, including, without limiting the generality of the foregoing, any claims, demands, rights, judgments, defenses, actions, charges or causes of action
related to employment or termination of employment or that arise out of or relate in any way to the Age Discrimination in Employment Act of 1967
(“ADEA,” a law that prohibits discrimination on the basis of age), the National Labor Relations Act, the Civil Rights Act of 1991, the Americans With
Disabilities Act of 1990, Title VII of the Civil Rights Act of 1964, the Employee Retirement Income Security Act of 1974, the Family and Medical Leave Act,
the Sarbanes-Oxley Act of 2002, all as amended, and other Federal, state and local laws relating to discrimination on the basis of age, sex or other protected
class, all claims under Federal, state or local laws for express or implied breach of contract, wrongful discharge, defamation, intentional infliction of
emotional distress, and any related claims for attorneys’ fees and costs; provided, however, that nothing herein shall release the Company from any of its
obligations to Executive under the Letter Agreement (including, without limitation, its obligation to pay the amounts and provide the benefits upon which
this General Release and Covenant Not to Sue is conditioned) or any rights Executive may have to indemnification under any charter or by-laws (or similar
documents) of any member of the Company Group or any insurance coverage under any directors and officers insurance or similar policies.
Executive further agrees that this General Release and Covenant Not to Sue may be pleaded as a full defense to any action, suit or other proceeding
covered by the terms hereof that is or may be initiated, prosecuted or maintained by Executive or Executive’s heirs or assigns. Executive understands and
confirms that Executive is executing this General Release and Covenant Not to Sue voluntarily and knowingly, but that this General Release and Covenant
Not to Sue does not affect Executive’s right to claim otherwise under ADEA. In addition, Executive shall not be precluded by this General Release and
Covenant Not to Sue from filing a charge with any relevant Federal, state or local administrative agency, but Executive agrees to waive Executive’s rights
with respect to any monetary or other financial relief arising from any such administrative proceeding.
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In furtherance of the agreements set forth above, Executive hereby expressly waives and relinquishes any and all rights under any applicable statute,
doctrine or principle of law restricting the right of any person to release claims that such person does not know or suspect to exist at the time of executing a
release, which claims, if known, may have materially affected such person’s decision to give such a release. In connection with such waiver and
relinquishment, Executive acknowledges that Executive is aware that Executive may hereafter discover claims presently unknown or unsuspected, or facts in
addition to or different from those that Executive now knows or believes to be true, with respect to the matters released herein. Nevertheless, it is the intention
of Executive to fully, finally and forever release all such matters, and all claims relating thereto, that now exist, may exist or theretofore have existed, as
specifically provided herein. The parties hereto acknowledge and agree that this waiver shall be an essential and material term of the release contained above.
Nothing in this paragraph is intended to expand the scope of the release as specified herein.
Executive agrees that at any time following the date hereof he will not make and shall use all reasonable endeavors to prevent the making of any
disparaging or derogatory statements whether or not the statements are true, whether in writing or otherwise concerning the Company or its past or current or
future directors or officers or employees or consultants and the Company undertakes that at any time following the date hereof its senior executives will not
make and shall use all reasonable endeavors to prevent the making of any disparaging or derogatory statements whether or not the statement is true, whether
in writing or otherwise concerning the Executive, excluding in all events any statements required to be made by law, regulation or necessary business
practice (including without limitation to the any gambling or gaming regulator or similar authority in any jurisdiction), or under the public disclosure
requirements of any jurisdiction in which that party is a public reporting or listed company.
This General Release and Covenant Not to Sue shall be governed by and construed in accordance with the laws of the State of Nevada, applicable to
agreements made and to be performed entirely within such State.
To the extent that Executive is forty (40) years of age or older, this paragraph shall apply. Executive acknowledges that Executive has been offered a
period of time of at least twenty-one (21) days to consider whether to sign this General Release and Covenant Not to Sue, which Executive has waived, and
the Company agrees that Executive may cancel this General Release and Covenant Not to Sue at any time during the seven (7) days following the date on
which this General Release and Covenant Not to Sue has been signed by all parties to this General Release and Covenant Not to Sue. In order to cancel or
revoke this General Release and Covenant Not to Sue, Executive must deliver to the General Counsel of the Company written notice stating that Executive is
canceling or revoking this General Release and Covenant Not to Sue. If this General Release and Covenant Not to Sue is timely cancelled or revoked, none of
the provisions of this General Release and Covenant Not to Sue shall be effective or enforceable and the Company shall not be obligated to make the
payments to Executive or to provide Executive with the other benefits described in the Letter Agreement and all contracts and provisions modified,
relinquished or rescinded hereunder shall be reinstated to the extent in effect immediately prior hereto.
Executive acknowledges and agrees that Executive has entered into this General Release and Covenant Not to Sue knowingly and willingly and has
had ample opportunity to consider the terms and provisions of this General Release and Covenant Not to Sue.
[Signature page follows]
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IN WITNESS WHEREOF, the undersigned has caused this General Release and Covenant Not to Sue to be executed on this _____day of
_________________.
EXECUTIVE
Brooks H. Pierce
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EXHIBIT 31.1
CERTIFICATION
I, A. Lorne Weil, certify that:
1.

I have reviewed this Quarterly Report on Form 10-Q of Inspired Entertainment, Inc.;

2.
Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make
the statement made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this report;
3.
Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects
the financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;
4.
The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in
Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the
registrant and have:
(a)
Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to
ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those entities,
particularly during the period in which this report is being prepared;
(b)
Designed such internal control over financial reporting, or caused such internal control over financial reporting 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 generally accepted accounting principles;
(c)
Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the
effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and
(d)
Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most recent
fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially affect, the
registrant’s internal control over financial reporting; and
5.
The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial reporting,
to the registrant’s auditors and the audit committee of registrant’s board of directors (or persons performing the equivalent functions):
(a)
All significant deficiencies and material weaknesses in the design or operation of internal controls over financial reporting which are
reasonably likely to adversely affect the registrant’s ability to record, process, summarize and report financial information; and
(b)
Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal
controls over financial reporting.
Date: August 14, 2018
/s/ A. Lorne Weil
A. Lorne Weil
Executive Chairman
(Principal Executive Officer)

EXHIBIT 31.2
CERTIFICATION
I, Stewart F.B. Baker, certify that:
1.

I have reviewed this Quarterly Report on Form 10-Q of Inspired Entertainment, Inc.;

2.

Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the
statement made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this
report;

3.

Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the
financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

4.

The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in
Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and
15d-15(f)) for the registrant and have:

5.

(a)

Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision,
to ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within
those entities, particularly during the period in which this report is being prepared;

(b)

Designed such internal control over financial reporting, or caused such internal control over financial reporting 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 generally accepted accounting principles; and

(c)

Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the
effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and

(d)

Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most
recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely
to materially affect, the registrant’s internal control over financial reporting; and

The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the
registrant’s auditors and the audit committee of registrant’s board of directors (or persons performing the equivalent functions):

(a)
All significant deficiencies and material weaknesses in the design or operation of internal controls over financial reporting which are
reasonably likely to adversely affect the registrant’s ability to record, process, summarize and report financial information; and
(b)
Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal
controls over financial reporting.
Date: August 14, 2018
/s/ Stewart F.B. Baker
Stewart F.B. Baker
Executive Vice President and
Chief Financial Officer
(Principal Financial and Accounting Officer)

Exhibit 32.1
CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADDED BY
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002
In connection with the Quarterly Report of Inspired Entertainment, Inc. (the “Company”) on Form 10-Q for the quarterly period ended June 30, 2018, as filed
with the Securities and Exchange Commission (the “Report”), I, A. Lorne Weill, Executive Chairman of the Company, certify, pursuant to 18 U.S.C. §1350,
as added by §906 of the Sarbanes-Oxley Act of 2002, that:
1.

The Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934; and

2.

To my knowledge, the information contained in the Report fairly presents, in all material respects, the financial condition and results of operations
of the Company as of and for the period covered by the Report.

Dated: August 14, 2018

By: /s/ A. Lorne Weil
A. Lorne Weil
Executive Chairman
(Principal Executive Officer)

A signed original of this written statement required by Section 906 of the Sarbanes-Oxley Act of 2002 has been provided to the Company and will be
retained by the Company and furnished to the Securities and Exchange Commission or its staff upon request

Exhibit 32.2
18 U.S.C. SECTION 1350,
AS ADDED BY
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002
In connection with the Quarterly Report of Inspired Entertainment, Inc. (the “Company”) on Form 10-Q for the quarterly period ended June 30, 2018, as filed
with the Securities and Exchange Commission (the “Report”), I, Stewart F.B. Baker, Executive Vice President and Chief Financial Officer of the Company,
certify, pursuant to 18 U.S.C. §1350, as added by §906 of the Sarbanes-Oxley Act of 2002, that:
1.

The Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934; and

2.

To my knowledge, the information contained in the Report fairly presents, in all material respects, the financial condition and results of operations
of the Company.

Dated: August 14, 2018

By: /s/ Stewart F.B. Baker
Stewart F.B. Baker
Executive Vice President and
Chief Financial Officer
(Principal Financial and Accounting Officer)

A signed original of this written statement required by Section 906 of the Sarbanes-Oxley Act of 2002 has been provided to the Company and will be
retained by the Company and furnished to the Securities and Exchange Commission or its staff upon request.

