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paid to minority interests at the subsidiary level.

In our base case, we assume:
• A recovery in the adjusted EBITDA margin to about 11% in 2016 and about
14% in 2017 as a result of the alliance in Gamenet in Italy, cost
reduction initiatives, and increased sales in the technology business.

• A reduction in interest costs from 2016 as a result of the upcoming debt
refinancing.

• Capex of about €60 million in 2016 and about €75 million in 2017.
• Dividends to minority interest of about €50 million in 2016 and about €60
million in 2017.

Based on these assumptions, we arrive at the following credit measures:
• Adjusted debt-to-EBITDA of about 3.0x in 2016 and 2017 on a fully
consolidated basis (or about 4.7x on a proportionally consolidated basis).

• Adjusted EBITDA interest cover of about 3.0x in 2016 and about 4.0x in
2017 on a fully consolidated basis (or about 2.0x and 2.5x, respectively,
on a proportionally consolidated basis).

• Adjusted DCF to debt of below 2% in 2016 and 2017 on a fully consolidated
basis.

Liquidity

We assess Intralot's liquidity as less than adequate. Although we estimate
that the ratio of sources to uses of funds will remain comfortably above 1.2x
in the next 12 months, we view that Intralot's interest coverage covenant
headroom will fall to less than 10% due to additional interest payments as
part of refinancing expected in 2016.

We estimate Intralot's key sources of liquidity for the next 12 months,
starting from March 31 2016, to be:
• Cash on balance sheet of €277 million.
• Cash funds from operations of about €90 million-€100 million;
• Working capital inflow of €25 million-€30 million; and
• No availability under the group's fully drawn €200 million syndicated
revolving credit facility, which will expire in May 2017 and is
extendable for one additional year.

We estimate Intralot's main liquidity uses over the same period to be:
• €30 million-€35 million of seasonal intra-year working capital
requirements;

• Maintenance and long lead time capex of approximately €25 million-€30
million; and

• About €50 million-€60 million of dividends related to minority interests.

Outlook

The stable outlook reflects our view that Intralot's strategic initiatives in
Italy and the U.S. will support meaningful improvement in the EBITDA margin
over the next two years, enabling the group to maintain adjusted debt to
EBITDA of below 3.5x, and adjusted EBITDA interest coverage of about 3x-4x, on
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