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EVERI

NOTICE OF 2018 ANNUAL MEETING OF STOCKHOLDERS

To the Holders of Common Stock of Everi Holdings Inc.:
The 2018 Annual Meeting of Stockholders of Everi Holdings Inc. (the “Annual Meeting”) will be held as follows:

When: 9:00 a.m., Pacific Time, Tuesday, May 22, 2018

Where: Everi Holdings Inc. Corporate Headquarters
7250 S. Tenaya Way, Suite 100
Las Vegas, Nevada 89113

The purpose of the Annual Meeting is to consider and take action on the following proposals:
1. To elect the two Class I director nominees named in this Proxy Statement;

2. Tovote on an advisory (non-binding) resolution to approve the compensation of our named executive officers as
shown in this Proxy Statement;

3. To vote on a proposal to amend the Everi Holdings Inc. Amended and Restated 2014 Equity Incentive Plan to
remove the fungible share ratio provision.

4.  Toratify the appointment of BDO USA, LLP as our independent registered public accounting firm for the fiscal
year ending December 31, 2018; and

5. To transact such other business as may properly be brought before the Annual Meeting or any adjournment or
postponement thereof.

Holders of record of Everi Holdings Inc. common stock at the close of business on April 6, 2018 are entitled to notice
of and to vote at the Annual Meeting or any adjournment or postponement thereof.

YOUR PROXY IS IMPORTANT TO ASSURE A QUORUM AT THE ANNUAL MEETING. You are urgently
requested to submit the enclosed proxy by telephone or through the Internet in accordance with the instructions
provided to you. You may also date, sign and mail the Proxy Card in the postage-paid envelope that is provided. Your
proxy is revocable in accordance with the procedures set forth in the accompanying Proxy Statement.

Important Notice Regarding the Availability of Proxy Materials for the Stockholder Meeting to be held on May
22, 2018. Our Proxy Statement is attached. Financial and other information concerning Everi Holdings Inc. is
contained in our Annual Report to Stockholders for the fiscal year ended December 31, 2017 (the “2017 Annual
Report”). A complete set of proxy materials relating to our Annual Meeting is available on the Internet. These
materials, consisting of the Notice of 2018 Annual Meeting of Stockholders, Proxy Statement, Proxy Card and 2017
Annual Report are available and may be viewed at www.proxyvote.com.

By Order of the Board of Directors,
/s/ Michael D. Rumbolz

Michael D. Rumbolz
President and Chief Executive Officer
April 20, 2018
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PROXY STATEMENT SUMMARY

This Proxy Statement is being issued in connection with the solicitation of proxies by the Board of Directors of Everi
Holdings Inc. for use at the 2018 Annual Meeting of Stockholders and at any adjournment or postponement thereof.
On or about April 20, 2018, we will begin distributing to each stockholder entitled to vote at the 2018 Annual Meeting
of Stockholders this Proxy Statement, a proxy card or voting instruction form and our 2017 Annual Report to
stockholders. Shares represented by a properly executed proxy will be voted in accordance with instructions provided
by the stockholder. This summary highlights information contained elsewhere in this Proxy Statement. It does not
contain all of the information you should consider. You should read the entire Proxy Statement before casting your

vote.

General Information

Date and Time:

Tuesday, May 22, 2018

9:00 a.m. Pacific Time

Record Date:

Place:

April 6, 2018

7250 S. Tenaya Way, Suite 100
Las Vegas, Nevada 89113

Voting:

Everi Holdings Inc. Corporate Headquarters

Stockholders of record as of April 6, 2018 may cast their votes in any of the following ways:

Internet
Visit www.proxyvote.com.
You will need the 16-digit
number included in your
proxy card, voter
instruction form or notice.

Phone
Call 1-800-690-6903 or the
number on your voter

instruction form. You will
need the 16-digit number
included in your proxy card,
voter instruction form or
notice.

BN

Mail
Send your completed and
signed proxy card or voter
instruction form to the
address on your proxy card
or voter instruction form.

|
In Person
If you plan to attend the
meeting in person, you
will need to bring a picture
ID and proof of ownership
of Everi Holdings Inc.
common stock as of the
record date.



Voting Matters and Board Recommendations

Board
Proposal Description Recommendation Page (for more detail)
1 Election of two Class I director nominees. FOR the Board's nominee 10
2 Approval, on an advisory basis, of the FOR 27
compensation of our named executive officers.
3 Approval of an amendment to the Everi Holdings FOR 53
Inc. Amended and Restated 2014 Equity
Incentive Plan to remove the fungible share ratio
provision.
4 Ratification of the appointment of BDO USA, FOR 64
LLP as our independent registered public
accounting firm for the fiscal year ending
December 31, 2018.
Class I Director Nominees
. Our nominees are independent.
. Our nominees have served on our Board of Directors for more than two years.
. Our nominees are highly-qualified individuals with a diverse set of skills, background and experience.
Director
Name Age Since Principal (or Most Recent) Occupation Current Committees
E. Miles Kilburn... 55 March 2005 Co-founder and Partner of Mosaik, = Audit Committee; Compensation
Partners, LLC Committee; and Nominating and

Corporate Governance Committee
Eileen F. Raney.... 68 February 2016 Former Vice Chair of the Board of Audit Committee; Compensation
Governors and Chair of the Audit and Committee; and Nominating and
Finance Committee of the University Corporate Governance Committee
Medical Center of Southern Nevada (Chair)

Governance and Compensation Highlights

. All of our directors are independent (other than our President and Chief Executive Officer).

. We have adopted “plurality-plus” voting for directors (i.e., a plurality vote standard coupled with a
mandatory resignation policy for nominees who fail to achieve an affirmative majority of votes cast).

. Each of our Board committees is entirely independent.

. We separate the roles of Chairman and Chief Executive Officer.

. Our independent directors meet regularly in executive sessions without our Chief Executive Officer or
other management present.

. Our directors may not serve on a total of more than three public company boards without the approval of
our Nominating and Corporate Governance Committee.

. Our directors and officers are subject to stock ownership guidelines.

. We have adopted an incentive compensation clawback policy.

. We have adopted anti-hedging and anti-pledging policies.

. We seek to pay our executives based on performance.
. We have a Code of Business Conduct, Standards and Ethics and provide training to our employees on
compliance.

. We do not have a stockholder rights (poison pill) plan.

. Our Board has established a formal process for executive succession planning.
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PROXY STATEMENT

QUESTIONS AND ANSWERS

Why am I receiving these proxy materials?

The Board of Directors (the “Board”) of Everi Holdings Inc., a Delaware corporation formerly known as Global Cash
Access Holdings, Inc. (the “Company”), is furnishing these proxy materials to you in connection with the Company’s
2018 Annual Meeting of Stockholders (the “Annual Meeting”). The Annual Meeting will be held on Tuesday, May
22,2018, at the Company’s Corporate Headquarters located at 7250 S. Tenaya Way, Suite 100, Las Vegas, Nevada
89113 beginning at 9:00 a.m., Pacific Time. You are invited to attend the Annual Meeting and are entitled and
requested to vote on the proposals outlined in this proxy statement (‘“Proxy Statement”).

This Proxy Statement is dated April 20, 2018 and is first being mailed to stockholders on or about April 20, 2018.

What proposals will be voted on at the Annual Meeting and what are the recommendations of the Board?

There are four proposals scheduled to be voted on at the Annual Meeting. The proposals, and the Board’s voting
recommendations with respect to such proposals, are as follows:

Board’s Voting

Proposal Recommendations

1 Election of two Class I directors to serve until the Company’s 2021  For the Board’s nominees
annual meeting of stockholders.

2 Approval, on an advisory basis, of the compensation of our named FOR
executive officers as shown in this Proxy Statement.

3 Approval of an amendment to the Everi Holdings Inc. Amended and FOR
Restated 2014 Equity Incentive Plan to remove the fungible share ratio
provision.

4 Ratification of the appointment of BDO USA, LLP as the Company’s FOR

independent registered public accounting firm (“independent auditors”)
for the fiscal year ending December 31, 2018.

Management does not know of any matters to be presented at the Annual Meeting other than those set forth in this
Proxy Statement and in the Notice of 2018 Annual Meeting of Stockholders accompanying this Proxy Statement.
Without limiting our ability to apply the advance notice provisions in our Second Amended and Restated Bylaws
(“Bylaws”) with respect to the procedures that must be followed for a matter to be properly presented at an annual
meeting, if other matters should properly come before the Annual Meeting, the proxy holders will vote on such matters
in accordance with their best judgment. Our stockholders have no dissenter’s or appraisal rights in connection with
any of the proposals to be presented at the Annual Meeting.



What is the record date and what does it mean?

The record date for the Annual Meeting is April 6, 2018 (the “Record Date”). The Record Date was established by the
Board as required by Delaware law. Only holders of shares of the Company’s common stock, par value $0.001 per
share (“Common Stock”), at the close of business on the Record Date are entitled to receive notice of, and to vote at,
the Annual Meeting and any adjournments or postponements thereof. At the close of business on April 6, 2018, we had
approximately 68,945,834 shares of Common Stock outstanding and entitled to vote.

Shares held in treasury by the Company are not treated as being issued or outstanding for purposes of determining the
number of shares of Common Stock entitled to vote.

How many votes do I have?

Each holder of shares of Common Stock is entitled to one vote for each share of Common Stock owned as of the
Record Date.

Who is a “stockholder of record” and who is a “beneficial holder”?

You are a stockholder of record if your shares of our Common Stock are registered directly in your own name with our
transfer agent, Broadridge Financial Solutions, Inc. (“Broadridge™), as of the Record Date. You are a beneficial owner
if a bank, brokerage firm, trustee or other agent (each, a “nominee”) holds your stock. This is often called ownership in
“street name” because your name does not appear in the records of our transfer agent. If your shares are held in street
name, you will receive instructions from the holder of record. You must follow the instructions of the holder of record
in order for your shares to be voted. Internet voting also will be offered to stockholders owning shares through certain
banks and brokers. If your shares are not registered in your own name and you plan to vote your shares in person at the
Annual Meeting, you should contact your nominee to obtain a legal proxy or nominee’s proxy card and bring it to the
Annual Meeting in order to vote.

Who votes shares held in “street name”’?

If you are a beneficial owner of shares held in “street name” by a nominee or other holder of record, and you do not
give that nominee or other record holder specific instructions as to how to vote those shares, then under the rules of the
New York Stock Exchange (the “NYSE”), your nominee or other record holder may exercise discretionary authority
to vote your shares only on routine proposals, which, in this Proxy Statement, includes only the ratification of the
appointment of the Company’s independent auditors (Proposal 4). Without your specific instructions, however, your
nominee or other record holder cannot vote your shares on non-routine proposals, which, in this Proxy Statement,
include the election of two Class I directors (Proposal 1), the approval, on an advisory basis, of the compensation of
our named executive officers (Proposal 2), and the approval of an amendment to the Everi Holdings Inc. Amended and
Restated 2014 Equity Incentive Plan (the “Amended 2014 Plan”) to remove the fungible share count provision
(Proposal 3). Accordingly, if you do not instruct your nominee or other record holder how to vote with respect to
Proposals 1, 2 or 3, no votes will be cast on your behalf with respect to such proposals (this is referred to as a “broker
non-vote”). Your nominee or other record holder, however, will continue to have discretion to vote any uninstructed
shares on the ratification of the appointment of the Company’s independent auditors (Proposal 4). If you hold your
shares in street name, please refer to the information forwarded by your nominee or other holder of record for
procedures on voting your shares or revoking or changing your proxy. We encourage you to provide instructions to
your nominee or other holder of record regarding the voting of your shares.

What constitutes a quorum?

The presence at the Annual Meeting, in person or represented by proxy, of a majority of the shares of Common Stock
outstanding and entitled to vote on the Record Date will constitute a quorum permitting the proposals described herein
to be acted upon at the Annual Meeting. Abstentions and broker non-votes are counted as present and are, therefore,
included for purposes of determining whether a quorum of shares of Common Stock is present at the Annual Meeting.



What is the voting requirement to approve each of the proposals?

Election of two Class I directors (Proposal 1). The affirmative vote of a plurality of the outstanding shares
of Common Stock present, in person or represented by proxy, at the Annual Meeting and entitled to vote is
required for the election to the Board of the two Class I director nominees (meaning that the director
nominees who receive the highest number of shares voted “for” his or her election are elected).
Stockholders do not have the right to cumulate their votes in the election of directors. Votes that are
withheld and broker non-votes will have no effect on the outcome of the election; however, if a director
nominee receives a specified amount of “withhold votes,” it will trigger the Company’s guideline
regarding majority voting for directors.

The Company amended its Corporate Governance Guidelines effective July 1, 2015 to include a guideline
regarding majority voting for directors. Under the majority voting guideline, if a nominee for director in
an uncontested election of directors (i.e., an election other than one in which the number of director
nominees exceeds the number of directorships subject to election), does not receive the vote of at least
“the majority of the votes cast” at any meeting for the election of directors at which a quorum is present
and no successor has been elected at such meeting, the director will promptly tender his or her resignation
to the Board. For purposes of this corporate governance guideline, “the majority of the votes cast” means
that the number of shares voted “for” a director’s election exceeds 50% of the number of votes cast with
respect to that director’s election, and “votes cast with respect to that director’s election” includes votes to
withhold authority, but excludes abstentions and broker non-votes (i.e., failures to vote with respect to that
director’s election). If a nominee for director does not receive the majority of the votes cast in an
uncontested election, then that director must promptly tender his or her resignation following certification
of the stockholder vote. Thereafter, the Nominating and Corporate Governance Committee is required to
make a recommendation to the Board on whether to accept or reject such resignation and whether any
other actions should be taken. The Board is required to take action with respect to this recommendation
within 90 days following certification of the stockholder vote and to promptly disclose its decision and
decision-making process. Full details of this guideline are set out in our Corporate Governance
Guidelines, which are publicly available at the Corporate Governance section of the “Investors” page on
our website at ir.everi.com/investor-relations/corporate-governance/governance-documents.

Approval, on an advisory basis, of the compensation of our named executive officers (Proposal 2). The
proposal to approve, on an advisory (non-binding) basis, the compensation of our named executive
officers requires the affirmative vote of a majority of the shares of Common Stock present, in person or
represented by proxy, at the Annual Meeting and entitled to vote. Broker non-votes will have no effect on
the outcome of this proposal, while abstentions will have the effect of a vote “AGAINST” this proposal.
Although this vote is advisory and non-binding on our Board, the Board and the Compensation
Committee will consider the voting results, along with other relevant factors, in connection with their
ongoing evaluation of our compensation program.

Approval of an amendment to the Everi Holdings Inc. Amended and Restated 2014 Equity Incentive Plan
to remove the fungible share count provision (Proposal 3). The proposal requires the affirmative vote of a
majority of the shares of Common Stock present, in person or represented by proxy, at the Annual
Meeting and entitled to vote. Broker non-votes will have no effect on the outcome of this proposal, while
abstentions will have the effect of a vote “AGAINST” this proposal.

Ratification of the appointment of our independent auditors (Proposal 4). The proposal to ratify the Audit
Committee’s appointment of BDO USA, LLP as the Company’s independent registered public
accounting firm for the fiscal year ending December 31, 2018 requires the affirmative vote of a majority
of the shares of Common Stock present, in person or represented by proxy, at the Annual Meeting and
entitled to vote. Brokers have discretion to vote on the ratification of our independent auditors and, as
such, no votes on this proposal will be considered broker non-votes. Abstentions will have the effect of a
vote “AGAINST” this proposal.



All valid proxies received prior to the Annual Meeting will be exercised. All shares represented by a proxy will be
voted, and where a proxy specifies a stockholder’s choice with respect to any matter to be acted upon, the shares will
be voted in accordance with that specification. If you are a stockholder of record and sign and return your proxy card
or vote electronically without making any specific selections, then your shares will be voted in accordance with the
recommendations of the proxy holders on all matters presented in this Proxy Statement and as the proxy holders may
determine in their discretion regarding any other matters properly presented for a vote at the Annual Meeting.

How do I vote my shares?

You can either attend the Annual Meeting and vote in person or give a proxy to be voted at the Annual Meeting. A
proxy may be given in one of the following three ways:

. electronically by using the Internet;
. over the telephone by calling a toll-free number; or
. by mailing the enclosed proxy card.

The Internet and telephone voting procedures have been set up for your convenience and are designed to authenticate
stockholders’ identities, to allow stockholders to provide their voting instructions, and to confirm that their
instructions have been recorded properly. The Company believes the procedures that have been put in place are
consistent with the requirements of applicable law.

Specific instructions for stockholders who wish to use the Internet or telephone voting procedures are set forth on the
enclosed proxy card. If your shares are held in street name by a nominee or other holder of record, you will receive
instructions from the nominee or other record holder that you must follow in order to have your shares voted.

Who will tabulate the votes?

An automated system administered by Broadridge will tabulate votes cast by proxy at the Annual Meeting and a
representative of Broadridge will tabulate votes cast in person at the Annual Meeting.

Is my vote confidential?

Proxy instructions, ballots and voting tabulations that identify individual stockholders are handled in a manner that
protects your voting privacy. Your vote will not be disclosed either within the Company or to third parties, except as
necessary to meet applicable legal requirements or to allow for the tabulation and/or certification of the vote.

Can I change my vote after submitting my proxy?

You can change your vote at any time before your proxy is exercised at the Annual Meeting. You may do so in one of
the following four ways:

. submitting another proxy card bearing a later date;

. sending a written notice revoking your proxy to the Corporate Secretary of the Company at 7250 South
Tenaya Way, Suite 100, Las Vegas, Nevada 89113;

. submitting new voting instructions via telephone or the Internet (if initially able to vote in that manner); or
. attending the Annual Meeting and voting in person.
If you hold your shares in “street name” through a nominee or other holder of record and you have instructed the
nominee or other holder of record to vote your shares, you must follow the directions received from the nominee or

other holder of record to change those instructions. Please refer to the information forwarded by your nominee or other
holder of record for procedures on revoking or changing your proxy.



Who is paying for this proxy solicitation?

This proxy solicitation is being made by the Company. The Company will bear the cost of soliciting proxies, including
the cost of preparing, assembling, printing and mailing this Proxy Statement. The Company also will reimburse
brokerage firms and other persons representing beneficial owners of shares for their expenses in forwarding
solicitation materials to such beneficial owners. In addition, proxies may be solicited by certain of the Company’s
directors, officers and regular employees, either personally, by telephone, facsimile or e-mail. None of such persons
will receive any additional compensation for their services.

How can I find out the voting results?

The Company will report the voting results in a Current Report on Form 8-K to be filed within four business days after
the end of the Annual Meeting.

How do I receive electronic access to proxy materials for future annual meetings?

Stockholders can elect to view future proxy statements and annual reports over the Internet instead of receiving paper
copies, which results in cost savings for the Company. If you are a stockholder of record and would like to receive
future proxy materials electronically, you can elect this option by following the instructions provided when you vote
your proxy over the Internet at www.proxyvote.com. If you choose to view future proxy statements and annual reports
over the Internet, you will receive an e-mail notification next year with instructions containing the Internet address of
those materials. Your choice to view future proxy statements and annual reports over the Internet will remain in effect
until you contact either your nominee or other holder of record or the Company to rescind your instructions. You do
not have to elect Internet access each year.

If your shares of Common Stock are registered in the name of a brokerage firm, you still may be eligible to vote your
shares of Common Stock electronically over the Internet. A large number of brokerage firms are participating in the
Broadridge online program, which provides eligible stockholders who receive a paper copy of this Proxy Statement
the opportunity to vote via the Internet. If your brokerage firm is participating in Broadridge’s program, your proxy
card will provide instructions for voting online. If your proxy card does not reference Internet information, please
complete and return your proxy card.

How can I avoid having duplicate copies of the proxy statements sent to my household?

The Securities and Exchange Commission (“SEC”) has adopted rules that permit companies and intermediaries, such
as brokers, to satisfy delivery requirements for annual reports and proxy statements with respect to two or more
stockholders sharing the same address by delivering a single annual report or proxy statement addressed to those
stockholders. This process, which is commonly referred to as “householding,” potentially provides extra convenience
for stockholders and cost savings for companies. Brokers with account holders who are stockholders of the Company
may be householding the Company’s proxy materials. Once you have received notice from your broker that it will be
householding materials to your address, householding will continue until you are notified otherwise or until you
revoke your consent. If, at any time, you no longer wish to participate in householding and would prefer to receive a
separate annual report or proxy statement or if you are receiving multiple copies thereof and wish to receive only one,
please notify your broker or notify the Company by sending a written request to the Company’s Investor Relations
department at 7250 South Tenaya Way, Suite 100, Las Vegas, Nevada 89113, telephone number (702) 855-3000.

When are stockholder proposals due for the 2019 Annual Meeting of Stockholders?

Stockholder proposals may be included in our proxy materials for an annual meeting so long as they are provided to us
on a timely basis and satisfy certain other conditions established by the SEC, including specifically under Rule 14a-8
of the Securities Exchange Act of 1934, as amended (the “Exchange Act”). To be timely, a proposal to be included in
our proxy statement must be received at our principal executive offices, addressed to our Secretary of the Company,
not less than 120 calendar days before the date of our proxy statement that was released to stockholders in connection
with the previous year’s annual meeting. Accordingly, for a stockholder proposal to be included in our proxy materials
for our 2019 Annual Meeting of Stockholders, the proposal must be received at our principal executive offices,
addressed to our Secretary of the Company, not later than the close of business on December 21, 2018.



Subject to certain exceptions, stockholder business that is not intended for inclusion in our proxy materials may be
brought before an annual meeting so long as notice of the proposal as specified by, and subject to the conditions set
forth in, our Bylaws, is received at our principal executive offices, addressed to our Secretary of the Company, not
earlier than the close of business on the 120th day, nor later than the close of business on the 90th day, prior to the first
anniversary of the date of the preceding year’s annual meeting. For our 2019 Annual Meeting of Stockholders, proper
notice of business that is not intended for inclusion in our proxy statement must be received no earlier than the close of
business on January 22, 2019, nor later than the close of business on February 21, 2019.

A stockholder’s notice to the Secretary must set forth as to each matter the stockholder proposes to bring before the
annual meeting: (i) as to each person whom the stockholder proposes to nominate for election or reelection as a
director, all information relating to such person that is required to be disclosed in solicitations of proxies for election of
directors in an election contest, or is otherwise required, in each case pursuant to Regulation 14A under the Exchange
Act and Rule 14a-4(d) thereunder (including such person’s written consent to being named in the proxy statement as a
nominee and to serving as a director if elected); (ii) as to any other business that the stockholder proposes to bring
before the meeting, a brief description of the business desired to be brought before the meeting, the reasons for
conducting such business at the meeting and any material interest in such business of such stockholder and the
beneficial owner, if any, on whose behalf the proposal is made; and (iii) as to the stockholder giving the notice and the
beneficial owner, if any, on whose behalf the nomination or proposal is made (a) the name and address of such
stockholder, as they appear on the Company’s books, and of such beneficial owner, (b) the class and number of shares
of the Company which are owned beneficially and of record by such stockholder and such beneficial owner, and (¢)
whether either such stockholder or beneficial owner intends to deliver a proxy statement and form of proxy to holders
of, in the case of the proposal, at least the percentage of the Company’s voting shares required under applicable law to
carry the proposal or, in the case of a nomination or nominations, a sufficient number of holders of the Company’s
voting shares to elect such nominee or nominees.



PROPOSAL 1

ELECTION OF TWO CLASS I DIRECTORS
(Item No. 1 on the Proxy Card)

Our Certificate of Incorporation provides that the number of directors that shall constitute the Board shall be
exclusively fixed by resolutions adopted by a majority of the authorized directors constituting the Board. The
Company’s Bylaws state that the number of directors of the Company shall be fixed in accordance with the
Company’s certificate of incorporation as then in effect. The authorized number of directors of the Company is
currently set at seven. Our Certificate of Incorporation and Bylaws provide that the Board shall be divided into three
classes constituting the entire Board. The members of each class of directors serve staggered three-year terms. Proxies
cannot be voted for a greater number of persons than the number of nominees named in this Proxy Statement.
Currently, the Board is composed of the following seven members:

Class Directors Term Expiration
I E. Miles Kilburn and Eileen F. Raney..........ccccccceoeviiininincncnnne 2018 Annual Meeting of Stockholders
II Geoffrey P. Judge, Michael D. Rumbolz and Ronald V. Congemi 2019 Annual Meeting of Stockholders
I Linster W. Fox and Maureen T. Mullarkey..........cccccooevoenininncens 2020 Annual Meeting of Stockholders

Upon the recommendation of the Nominating and Corporate Governance Committee of the Board, the Board has
nominated E. Miles Kilburn and Eileen F. Raney, who are currently Class I Directors of the Company, for reelection
as Class I Directors of the Company, to serve a three-year term until the 2021 Annual Meeting of Stockholders and
until his or her successor is each duly elected and qualified or until his or her earlier resignation or removal. Mr.
Kilburn and Ms. Raney have consented, if reelected as Class I Directors of the Company, to serve until their respective
terms expire. The Board believes that Mr. Kilburn and Ms. Raney will serve if elected, but if he or she should become
unavailable to serve as a director, and if the Board designates a substitute nominee, the person or persons named as
proxy in the enclosed form of proxy may vote for a substitute nominee recommended by the Nominating and
Corporate Governance Committee and approved by the Board.

Information Concerning the Director Nominees
Information regarding the business experience of our nominees for election as a Class I Directors is provided below.

E. Miles Kilburn

AZE S5, E. Miles Kilburn has served as a member of the Board since March 2005 and currently
serves as Chairman of the Board. Mr. Kilburn is the co-founder and a partner of Mosaik
Partners, LLC, a venture capital firm focused on commerce enabling technology. He has
been a private investor focused on the electronic payments sector since June 2004 and serves
as a director of a number of privately held companies. Prior to that, Mr. Kilburn was
Executive Vice President and Chief Strategy Officer of Concord EFS, Inc., a payment and
network services company (which was acquired by First Data Corporation in February
2004), from 2003 to 2004, and Senior Vice President of Business Strategy and Corporate
Development from 2001 to 2003. He served as Chief Executive Officer of Primary Payment
Systems, Inc. (now Early Warning Services, LLC), a subsidiary of Concord EFS, Inc., from
2002 to 2003, and Chief Financial Officer from 1997 to 1999. From 1995 to 2001, Mr.
Kilburn served in various roles at Star Systems, Inc., ultimately as Group Executive Vice
President and Chief Financial Officer.

Skills and Qualifications: The Board believes Mr. Kilburn is qualified to serve as a member
on our Board due to his management and investment experience in the financial technology

and payments industry, as well as his status as an “audit committee financial expert.”

Other Directorships: Mr. Kilburn serves as a director of several privately held companies.



Eileen F. Raney

Age 68

Eileen F. Raney has served as a member of the Board since February 2016. Ms. Raney was
the Vice Chair of the Board of Governors and Chair of the Audit and Finance Committee of
the University Medical Center of Southern Nevada from 2014 to 2017, and during her tenure
served as a member and Chair of the Audit and Finance Committee and the Strategy
Committee. She has been a member of the Advisory Board for the UNLV Libraries since
2010 and served as a member of the Board of Directors and the Board’s Finance Committee
at the Nevada Health Centers, a federally qualified health center in Nevada, from 2013 to
2015. From January 2011 to November 2013, Ms. Raney served as a member of the Board
and a member of the Audit, Compensation and Governance Committees of the Board of
SHFL entertainment, Inc., a global gaming supplier that was acquired by Bally
Technologies, Inc. in November 2013. From 1988 to 2007, Ms. Raney held numerous
positions with Deloitte & Touche USA, LLP, where she was hired as a Director in 1988 and
made Principal in 1990. Her last position prior to retirement was National Managing
Principal, Research & Development and Member, Deloitte & Touche USA Executive
Committee from 2003 to 2007. She was a member of the Deloitte Board of Directors from
2000 to 2003 while serving as the Human Capital E-Business Leader. She also held the
positions of Global Leader, Integrated Health Group from 1996 to 2000; and Western
Regional Leader and National Co-Leader, Integrated Health Group from 1988 to 1996.

Skills and Qualifications: The Board believes Ms. Raney is qualified to serve as a member
on our Board due to her experience in the gaming industry, as well as her status as an “audit

committee financial expert.”

Other Directorships: Ms. Raney serves as a director of several privately held companies.
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THE BOARD UNANIMOUSLY RECOMMENDS THAT STOCKHOLDERS VOTE “FOR” THE
ELECTION TO THE BOARD OF THE NOMINEES NAMED ABOVE.

Directors Not Up for Election

Each of the Company’s directors listed below will continue in office for the remainder of his or her term and until a
successor is duly elected and qualified or until his or her earlier resignation or removal. Information regarding the
business experience of each such director is provided below.

Class II Directors Whose Terms Will Expire in 2019

Geoffrey P. Judge

Michael D. Rumbolz

Geoffrey P. Judge has served as a member of the Board since September 2006. Mr. Judge
was a Venture Partner at iNovia Capital, a manager of early stage venture capital funds,
from 2010 to 2017. He has been an active private equity investor since 2002. From 2003 to
2005, he was an investor in and the Chief Operating Officer of Preclick, a digital
photography software firm. In 2002, he was the Chief Operating Officer of Media Solution
Services, Inc., a provider of credit card billing insert media. From 1997 to 2002, Mr. Judge
was a co-founder and Senior Vice President and General Manager of the media division of
24/7 Real Media. From 1995 to 1997, he was a Vice President of Marketing for iMarket,
Inc., a software company. From 1985 to 1994, Mr. Judge was a Vice President and General
Manager in the credit card division of American Express.

Skills and Qualifications: The Board believes Mr. Judge is qualified to serve as a member
of our Board due to his knowledge of the Company’s business and his experience in the
financial services and payments industries.

Other Directorships: Mr. Judge serves as a director of several privately held companies.

Michael D. Rumbolz has served as our President and Chief Executive Officer since May 2016,
having previously served as our Interim President and Chief Executive Officer since February
2016, and as a member of the Board since August 2010. From August 2008 to August 2010,
Mr. Rumbolz served as a consultant to the Company advising the Company upon various
strategic, product development and customer relations matters. Mr. Rumbolz served as the
Chairman and Chief Executive Officer of Cash Systems, Inc., a provider of cash access
services to the gaming industry, from January 2005 until August 2008 when the Company
acquired Cash Systems, Inc. Mr. Rumbolz also has provided various consulting services and
held various public and private sector employment positions in the gaming industry, including
serving as Member and Chairman of the Nevada Gaming Control Board from January 1985 to
December 1988. Mr. Rumbolz is a Director of Seminole Hard Rock Entertainment, LLC. Mr.
Rumbolz is also the former Vice Chairman of the Board of Casino Data Systems, was the
President and Chief Executive Officer of Anchor Gaming, was the Director of Development
for Circus Circus Enterprises (later Mandalay Bay Group) and was the President of Casino
Windsor at the time of its opening in Windsor, Ontario. In addition, Mr. Rumbolz is the former
Chief Deputy Attorney General of the State of Nevada.

Skills and Qualifications: The Board believes Mr. Rumbolz is qualified to serve as a
member of our Board due to his experience in the cash access and gaming industries.

Other Directorships: Mr. Rumbolz currently serves as Chairman of the Board of Directors
of Employers Holdings, Inc. (NYSE: EIG), a holding company whose subsidiaries are
engaged in the commercial property and casualty industry. In addition, Mr. Rumbolz
currently serves as a member of the Board of Directors of VICI Properties, Inc. (NYSE: VICI).
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Ronald V. Congemi

Age 71

Ronald V. Congemi has served as a member of the Board since February 2013. Mr. Congemi is
an active member of the Philadelphia Federal Reserve’s Payments Advisor Council and has
served as a member of the Board of Directors of Clearent LLC, a merchant processing
company, and as a consultant to the Acxsys Corporation of Canada, the operating arm of the
Interac debit network of Canada. He was also a paid advisor to the Gerson Lehrman Group, a
global advisory firm. Mr. Congemi previously served as the Chief Executive Officer of First
Data’s Debit Services Group from 2004 until his retirement at the end of 2008. Mr. Congemi
also served as Senior Vice President of Concord EFS, Inc., a payment and network services
company (which was acquired by First Data Corporation in February 2004), and Concord’s
Network Services Group. Mr. Congemi founded Star Systems, Inc., an ATM and Personal
Identification Number, or PIN, debit network in the United States, and served as its President
and Chief Executive Officer from 1984 to 2008.

Skills and Qualifications: The Board believes Mr. Congemi is qualified to serve as a
member of our Board due to his management experience in the payments industry.

Other Directorships: None.

Class III Director Whose Term Will Expire in 2020

Linster W. Fox

Linster W. Fox has served as a member of the Board since May 2016. Mr. Fox served as
Executive Vice President, Chief Financial Officer and Secretary of SHFL Entertainment,
Inc., a global gaming supplier, from 2009 up until the company’s acquisition by Bally
Technologies, Inc. in November 2013. He has also served on the Executive Advisory Board
of the Lee Business School at the University of Nevada-Las Vegas from 2015 to 2016,
served as interim Chief Financial Officer of Vincotech in 2009 and as Executive Vice
President, Chief Financial Officer and Secretary of Cherokee International Corp. from 2005
to 2009. He has also served in a variety of executive roles over the course of 18 years at
Anacomp, Inc., including Executive Vice President and Chief Financial Officer and as a
member of the company’s Board of Directors. He began his career as an accountant at
PriceWaterhouseCoopers LLC, is a Certified Public Accountant and has a B.S.B.A. from
Georgetown University in Washington, D.C.

Skills and Qualifications: The Board believes Mr. Fox is qualified to serve as a member of
our Board due to his experience in the gaming industry, as well as his status as an “audit

committee financial expert.”

Other Directorships: None.
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Maureen T. Mullarkey

Age 58 Maureen T. Mullarkey has served as a member of the Board since March 2018. Ms.
Mullarkey retired in 2007 as Executive Vice President and Chief Financial Officer of
International Game Technology (currently known as International Game Technology PLC),
a leading supplier of gaming equipment and technology, a position Ms. Mullarkey held from
1998 to 2007 and, where she served in a variety of financial and executive management
positions in her 18 years with the company. Ms. Mullarkey has served since 2014 as a
director of PNM Resources, Inc., a holding company with two regulated utilities providing
electricity and electric services in the State of New Mexico and Texas. Ms. Mullarkey
previously served as a director of NV Energy, Inc. from 2008 to 2013 until the company was
sold to Mid-American Energy Holdings Company, a subsidiary of Berkshire Hathaway, Inc.
Ms. Mullarkey served as Entrepreneur in Residence with The Nevada Institute of
Renewable Energy Commercialization from 2009 to 2011. Ms. Mullarkey has a B.S. from
the University of Texas and an M.B.A. from the University of Nevada.

Skills and Qualifications: The Board believes Ms. Mullarkey is qualified to serve as a
member of our Board due to her experience in the gaming industry, as well as her status as
an “audit committee financial expert.”

Other Directorships: Ms. Mullarkey currently serves as director of PNM Resources, Inc.

(NYSE: PNM), a holding company with two regulated utilities providing electricity and
electrical services in the States of New Mexico and Texas.
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BOARD AND CORPORATE GOVERNANCE MATTERS
Corporate Governance Philosophy

The business affairs of the Company are managed under the direction of the Board in accordance with the Delaware
General Corporation Law, as implemented by the Company’s Certificate of Incorporation and Bylaws. The role of the
Board is to effectively govern the affairs of the Company for the benefit of its stockholders and other constituencies.
The Board strives to ensure the success and continuity of business through the selection of qualified management. It is
also responsible for ensuring that the Company’s activities are conducted in a responsible and ethical manner. The
Company is committed to having sound corporate governance principles. Highlights of our corporate governance
structure and policies include:

. All of our directors are independent (other than our President and Chief Executive Officer).

. “Plurality-plus” voting for directors (i.e., a plurality vote standard coupled with a mandatory resignation
policy for nominees who fail to achieve an affirmative majority of votes cast).

. Regular executive sessions of independent directors.

. Annual Board and committee self-evaluations.

. Risk management oversight by the Board and committees.

. Maintenance of a Code of Business Conduct, Standards and Ethics (and related training).
. Formal Board process for executive succession planning.

. Entirely independent Board committees.

. Separate Chairman and Chief Executive Officer roles.

. Anti-hedging and anti-pledging policies.

. Director and officer stock ownership guidelines.
. Cash and equity compensation clawback policy.
. Executive compensation based on pay-for-performance philosophy.

. Absence of stockholder rights (poison pill) plan.
Board Leadership Structure

The Board recognizes that one of its key responsibilities is to evaluate and determine its optimal leadership structure so as
to provide independent oversight of management. The Board understands that there is no single, generally accepted
approach to providing Board leadership, and that given the dynamic and competitive environment in which we operate,
the right Board leadership structure may vary as circumstances warrant. Currently, we separate the roles and
responsibilities of the Chief Executive Officer and Chairman of the Board in recognition of the differences between the
two roles. The Board believes this structure promotes balance between the Board’s independent authority to oversee our
business and the Chief Executive Officer’s and his management team’s management of the business on a day-to-day
basis. Currently, the Chief Executive Officer formulates our strategic direction and oversees the day-to-day management
and performance of the Company, while the Chairman of the Board provides general guidance to the Chief Executive
Officer and sets the agenda for and presides over Board meetings. This allows the Chief Executive Officer to focus his
time and energy on operating and managing the Company while leveraging the experience and perspectives of the
Chairman of the Board. The Board believes that Mr. Kilburn’s role as Chairman of the Board ensures a greater role for
the non-management directors in the oversight of the Company and encourages greater participation of the non-
management directors in setting agendas and establishing priorities and procedures for the work of the Board. The Board
believes that having an independent Chairman of the Board also enables non-management directors to raise issues and
concerns for Board consideration without immediately involving management. In addition, Mr. Kilburn has been
selected as the Presiding Director over meetings of our non-management directors that take place in executive session
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with no management directors or employees present. Our independent directors met in executive session with no
management directors or employees present four times last year.

Board Role in Risk Oversight

Our Board is responsible for oversight of our risk assessment process. The Board’s role in the Company’s risk
oversight process includes receiving regular reports from members of our management team with respect to material
risks that the Company faces, including, but not limited to: operational, financial, legal and regulatory, cybersecurity,
strategic and reputational risks. The Board, or the applicable committee of the Board, receives these reports from
members of our management team to enable it to identify material risks and assess management’s risk management
and mitigation strategies. As part of its charter, our Audit Committee assesses risks relating to the Company’s
financial statements and cybersecurity matters, oversees both the Company’s external and internal audit functions and
oversees the Company’s compliance with applicable laws and regulations. Our Compensation Committee is
responsible for overseeing the management of risks relating to the Company’s executive compensation plans and
arrangements. The Nominating and Corporate Governance Committee manages risks associated with the
independence of the Board. While each committee is responsible for evaluating certain risks and overseeing the
management of such risks, the entire Board is regularly informed through committee reports about such risks and
mitigation strategies.

Board Meetings and Attendance

During fiscal year 2017, the Board held eight meetings. The Company encourages, but does not require, its Board
members to attend annual stockholders meetings. All of the Company’s then current Board members attended the
Company’s 2017 Annual Meeting of Stockholders, in person or via teleconference.

Director Independence

Under independence standards established by the Board in accordance with the rules and regulations of the SEC and
the NYSE, a director does not qualify as independent unless the Board affirmatively determines that the director does
not have any material relationship with the Company, either directly or as a partner, stockholder or officer of an
organization that has a relationship with the Company, which, in the opinion of our Board, would interfere with the
exercise of independent judgment by the director in carrying out the responsibilities of a director. The Board considers
such facts and circumstances as it deems relevant to the determination of director independence. To assist in making
its determination regarding independence, the Board considers, at a minimum, the following categorical standards:

. a director who is an employee, or whose immediate family member is an executive officer, of the
Company or any of its subsidiaries is not independent until three years after the end of such employment
relationship;

. a director who receives, or whose immediate family member receives, more than $120,000 per year in

direct compensation from the Company or any of its subsidiaries, other than director and committee fees
and pension or other forms of deferred compensation for prior service (provided such compensation is not
contingent in any way on continued service), is not independent until three years after he or she ceases to
receive more than $120,000 per year in such compensation;

. a director who is affiliated with or employed by, or whose immediate family member is affiliated with or
employed in a professional capacity by, a present or former internal or external auditor of the Company or
any of its subsidiaries is not “independent” until three years after the end of the affiliation or the
employment or auditing relationship;

. a director who is employed, or whose immediate family member is employed, as an executive officer of
another company where any of the Company’s or any of its subsidiaries’ present executives serve on that
company’s Compensation Committee is not “independent” until three years after the end of such service
or the employment relationship;
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. a director who is an executive officer or an employee, or whose immediate family member is an executive
officer, of a company (which does not include charitable entities) that makes payments to, or receives
payments from, the Company or any of its subsidiaries for property or services in an amount which, in any
single fiscal year, exceeds the greater of $1.0 million, or 2% of such other company’s consolidated gross
revenues, is not “independent” until three years after falling below such threshold; and

. any director that has a material relationship with the Company shall not be independent. Any relationship
not required to be disclosed pursuant to Item 404 of Regulation S-K of the Exchange Act shall be
presumptively not material. For relationships not covered by the preceding sentence, the determination of
whether the relationship is material or not, and therefore whether the director would be independent or
not, shall be made by the Board.

The Board has determined that none of our current directors, other than Mr. Rumbolz, our President and Chief
Executive Officer, has a material relationship with the Company (either directly or as a partner, stockholder or officer
of an organization that has a relationship with the Company), which, in the opinion of our Board, would interfere with
the exercise of independent judgment by the director in carrying out the responsibilities of a director, and that each of
the following current non-employee directors is independent within the meaning of independence as set forth in the
rules and regulations of the SEC and the NYSE: Messrs. Kilburn, Judge, Fox and Congemi and Mses. Raney and
Mullarkey.

Committees of the Board

The Board has established three standing committees: the Audit Committee, the Compensation Committee and the
Nominating and Corporate Governance Committee. In addition, from time to time, special committees may be
established under the direction of the Board when necessary to address specific issues. The composition of the Board
committees complies with the applicable rules of the SEC, the NYSE and applicable law. Our Board has adopted
written charters for its Audit Committee, Compensation Committee and Nominating and Corporate Governance
Committee.

The table below depicts Committee membership during fiscal year 2017, as well as the current Committee
membership as of the date of this Proxy Statement. Our Board has determined that each of the members of our
standing committees identified below was “independent,” as defined under and required by the rules of the SEC and
the NYSE. Since February 2016, when he became our Interim President and Chief Executive Officer (prior to
becoming our President and Chief Executive Officer in May 2016) and director, Mr. Rumbolz has not served on any
committees of the Board.

Nominating and

Name Audit Compensation Corporate Governance
E. Miles Kilburn() ...........c.coooviiiiiiiiiiciceeeeeeeeeeeee e X X X
GeOoffrey P. JUAZED .....ocvieeieeeeeeeeeeee et X Chair X

Ronald V. Congemi® ...........c.ccooviiiiiiiiieeeeeeeeeeeeeeeee e X X X

Eileen F. RANEY™ .....coiiviiiiieiceeeeceeeeeeeee ettt X X Chair
Linster W. FOX®) .ot Chair X X
Maureen T. MUullarkey© ..........cooovoioioiiieiceceeeeceecee e X X X

(1)  Mr. Kilburn served as the Chair of each of the Audit and Compensation Committees until July 19, 2016.

(2) Mr. Judge was appointed to serve as a member of the Compensation Committee effective February 13, 2016.
Mr. Judge was Chair of the Nominating and Corporate Governance Committee until July 19, 2016 and was
appointed to serve as the Chair of the Compensation Committee effective July 20, 2016.

(3) Mr. Congemi was appointed to serve as a member of the Compensation Committee effective February 25, 2016.

(4) Ms. Raney was appointed to serve as a member of the Audit, Compensation and Nominating and Corporate
Governance Committees effective February 25, 2016, and was appointed to serve as the Chair of the
Nominating and Corporate Governance Committee effective July 20, 2016.
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(5) Mr. Fox was appointed to serve as a member of the Audit, Compensation and Nominating and Corporate
Governance Committees effective May 11, 2016, and was appointed to serve as the Chair of the Audit
Committee effective July 20, 2016.

(6) Ms. Mullarkey was appointed to serve as a member of the Audit, Compensation and Nominating and Corporate
Governance Committees effective March 7, 2018.

Audit Committee. All of the members of the Audit Committee are independent for purposes of the listing standards of
the NYSE as they apply to audit committee members. The Audit Committee met four times in fiscal year 2017. The
Audit Committee has delegated responsibility to, among other things:

review the policies and procedures adopted by the Company to fulfill its responsibilities regarding the fair
and accurate presentation of financial statements in accordance with generally accepted accounting
principles (“GAAP”) and applicable rules and regulations of the SEC and the NYSE;

review any analyses prepared by management and/or the Company’s independent auditor setting forth
significant financial reporting issues and judgments made in connection with the preparation of the
Company’s financial statements, including analyses of the effects of alternative GAAP methods on the
financial statements;

review major issues regarding accounting principles and financial statement presentations, including any
significant changes in the Company’s selection or application of accounting principles, and major issues
as to the adequacy of the Company’s internal controls and any special audit steps adopted in light of any
material control deficiencies;

discuss with management policies with respect to risk assessment and risk management, including
information technology risks (inclusive of but not limited to data privacy and security issues) and discuss
the Company’s material financial risk exposures and the steps management has taken to monitor and
control such exposures;

review with the Company’s independent auditor, management and internal auditors any information
regarding any second opinions sought by management from an independent auditor with respect to the
accounting treatment of a particular event or transaction;

review and discuss with management and the Company’s independent auditor the effect of regulatory and
accounting initiatives, as well as off-balance sheet arrangements and aggregate contractual obligations, on
the Company’s financial statements;

review and discuss reports from the Company’s independent auditor regarding: (a) critical accounting
policies and practices to be used by the Company; (b) alternative treatments of financial information
within GAAP that have been discussed with management, including ramifications of the use of such
alternative disclosures and treatments and the treatment preferred by the independent auditor; and (c)
other material written communications between the independent auditor and management, such as any
management letter or schedule of unadjusted differences;

review certifications provided by the Company’s principal executive officer and principal financial
officer pursuant to Sections 302 and 906 the Sarbanes-Oxley Act of 2002;

review and discuss with management press releases regarding the Company’s financial results and any
other information provided to securities analysts and rating agencies, including any ‘“pro-forma”
information, “non-GAAP” measures or adjusted financial information; and

review and discuss the Company’s annual audited financial statements and quarterly financial statements
with management and the Company’s independent auditor, including the Company’s disclosures under
“Management’s Discussion and Analysis of Financial Condition and Results of Operations” in the
Company’s Annual Report on Form 10-K for the fiscal year ended December 31, 2017.
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Additionally, the Audit Committee is responsible for reviewing and discussing with management the Company’s
policies with respect to risk assessment and risk management. Further detail about the role of the Audit Committee in
risk assessment and risk management is included in the section entitled “Board and Corporate Governance Matters —
Board Role in Risk Oversight” above.

The Audit Committee has established policies and procedures for the pre-approval of services provided by the
independent auditors. The Audit Committee has also established procedures for the receipt, retention and treatment,
on a confidential basis, of complaints received by the Company.

The Audit Committee is required by rules of the SEC to publish a report to stockholders concerning the Audit
Committee’s activities during the prior fiscal year. The Audit Committee’s report for 2017 and further detail about the
role of the Audit Committee may be found in the “Report of the Audit Committee™ later in this Proxy Statement
immediately following “Proposal 4 — Ratification of the Appointment of Independent Registered Public Accounting
Firm.”

The Board has determined that Mr. Fox, the Chair of the Audit Committee, and each of Mr. Kilburn, Ms. Raney and
Ms. Mullarkey, members of the Audit Committee, is an “audit committee financial expert” as defined under applicable
federal securities laws.

Compensation Committee. All of the members of the Compensation Committee are independent for purposes of the
listing standards of the NYSE. The Compensation Committee met six times during fiscal year 2017, either separately
or in conjunction with full Board meetings. The Compensation Committee has delegated responsibility to, among
other things:

. annually review and approve the Company’s corporate goals and objectives relevant to Chief Executive
Officer compensation, evaluate the Chief Executive Officer’s performance in light of such goals and
objectives, and, either as a committee or together with the other independent directors (as directed by the
Board), determine and approve the Chief Executive Officer’s compensation level based on this

evaluation;

. annually review and make recommendations to the Board with respect to non-Chief Executive Officer
compensation and incentive compensation plans and equity based plans that are subject to Board
approval;

. administer the Company’s non-equity incentive compensation plans and equity based plans in effect and

as modified or adopted from time to time by the Board; provided that the Board shall retain the authority
to interpret such plans;

. approve any new equity compensation plan or any material change to an existing plan where stockholder
approval has not been obtained; and

. ensure appropriate overall corporate performance measures and goals are set and determine the extent that
established goals have been achieved and any related compensation earned.

Pursuant to the authority granted to it in its charter, during 2017 the Compensation Committee engaged Aon Hewitt
(“Aon”) as its independent executive compensation consultant. Please refer to the discussion of the “Compensation
Decision Making Process — Role of Compensation Consultants” in the “Compensation Discussion and Analysis”
section of this Proxy Statement for further details.

None of the Company’s management participated in the Compensation Committee’s decision to retain Aon; however,
the Company’s management regularly interacted with Aon and provided information upon Aon’s request. Aon
reported directly to the Compensation Committee, and the Compensation Committee may replace Aon or hire
additional consultants at any time. Aon attended meetings of the Compensation Committee, as requested, and
communicated with the Chair of the Compensation Committee between meetings; however, the Compensation
Committee made all decisions regarding the compensation of the Company’s executive officers.
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The Compensation Committee regularly reviews the services provided by its outside consultants and believes that Aon
is independent in providing executive compensation consulting services. The Compensation Committee conducted a
specific review of its relationship with Aon in 2017, and determined that Aon’s work for the Compensation
Committee did not raise any conflicts of interest, consistent with the guidance provided under the Dodd-Frank Wall
Street Reform and Consumer Protection Act (the “Dodd-Frank Act”), the SEC and the NYSE. In making this
determination, the Compensation Committee noted that during 2017:

. Aon did not provide any services to the Company or its management, other than services to the
Compensation Committee and the Nominating and Corporate Governance Committee, as discussed
below, and its services were limited to executive and director compensation consulting. Specifically, it did
not provide, directly or indirectly through affiliates, any non-executive compensation services, including,
but not limited to, pension consulting or human resource outsourcing;

. Fees from the Company were less than 1% of Aon’s total revenue;
. Aon maintains a Conflicts Policy with specific policies and procedures designed to ensure independence;
. None of the Aon consultants who worked on Company matters had any business or personal relationship

with the Compensation Committee members;

. None of the Aon consultants who worked on Company matters, or Aon, as a whole, had any business or
personal relationship with executive officers of the Company; and

. None of the Aon consultants who worked on Company matters directly own Company stock.

The Compensation Committee continues to monitor the independence of its compensation consultant on a periodic
basis.

Nominating and Corporate Governance Committee. All of the members of the Nominating and Corporate Governance
Committee are independent for purposes of the listing standards of the NYSE. The Nominating and Corporate
Governance Committee met four times in fiscal year 2017. The Nominating and Corporate Governance Committee
has delegated responsibility to, among other things:

. develop and recommend to the Board, and implement, a set of corporate governance principles and
procedures, which shall include, at a minimum, director qualifications and responsibilities,
responsibilities of key Board committees, director compensation, director access to management and, as
necessary and appropriate, independent advisors, annual Board performance evaluations, director
orientation and continuing education and management selection and succession;

. develop and recommend to the Board, and implement and monitor compliance with, a code of business
conduct, standards and ethics for directors, officers and employees, and promptly disclose any waivers for
directors or executive officers;

. review and assess the adequacy of the corporate governance principals and code of business conduct,
standards and ethics and recommend any changes;

. oversee the evaluation of the Board and management on an annual basis;

. conduct annual reviews of each director’s independence and make recommendations to the Board based
on its findings;

. assess the Board’s composition on an annual basis, including size of the Board, diversity, age, skills and
experience in the context of the needs of the Board;

. advise the Board on member qualifications for each Board committee, committee member appointments
and removals, committee structure and operations (including authority to delegate to subcommittees) and
committee reporting to the Board; and

. identify individuals qualified to become Board members or executive officers, consistent with criteria
approved by the Board, and select, or recommend that the Board select, the director nominees for the next
annual meeting of stockholders or executive officer nominees.
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Pursuant to the authority granted to it in its charter, during 2017 the Nominating and Corporate Governance
Committee engaged Aon as its independent director compensation consultant. Please refer to the discussion of the
“2017 Director Compensation.”

Board and Committee Meeting Attendance

Each director attended at least 75% of the aggregate of the total number of meetings of the Board and the total number
of meetings held by all committees of the Board on which he or she serves, in each case held during 2017.

Director Nomination Process

As provided in the charter of the Nominating and Corporate Governance Committee, nominations for director may be
made by the Nominating and Corporate Governance Committee or by a stockholder of record entitled to vote. The
Nominating and Corporate Governance Committee will consider and make recommendations to the Board regarding
any stockholder recommendations for candidates to serve on the Board. Stockholders wishing to recommend
candidates for consideration by the Nominating and Corporate Governance Committee may do so by writing to the
Company’s Investor Relations Department, Attention Nominating and Corporate Governance Committee at 7250
South Tenaya Way, Suite 100, Las Vegas, NV 89113 and providing the candidate’s name, biographical data and
qualifications, a document indicating the candidate’s willingness to serve if elected, and evidence of the nominating
stockholder’s ownership of Common Stock. Submissions must be received at our principal executive offices,
addressed to our Secretary of the Company, not earlier than the close of business on the 120th day, nor later than the
close of business on the 90th day, prior to the first anniversary of the date of the preceding year’s annual meeting. For
our 2019 Annual Meeting of Stockholders, stockholder nominations must be received no earlier than the close of
business on January 22, 2019 nor later than the close of business on February 21, 2019. There are no differences in the
manner in which the Nominating and Corporate Governance Committee evaluates nominees for director based on
whether the nominee is recommended by the committee or a stockholder. The Company does not pay any third party
to identify or assist in identifying or evaluating potential nominees.

In reviewing potential nominees for the Board, the Nominating and Corporate Governance Committee considers the
individual’s experience in the Company’s industry, the general business or other experience of the candidate, the
needs of the Company for an additional or replacement director, the personality of the candidate, and the candidate’s
interest in the business of the Company, as well as numerous other subjective criteria. Of greatest importance is the
individual’s integrity, willingness to be involved and ability to bring to the Company experience and knowledge in
areas that are most beneficial to the Company. The Board intends to continue to evaluate candidates for election to the
Board on the basis of the foregoing criteria. A detailed description of the criteria used by the Nominating and
Corporate Governance Committee in evaluating potential candidates may be found in the charter of the Nominating
and Corporate Governance Committee which is posted on the Company’s website at ir.everi.com/investor-
relations/corporate-governance/governance-documents. In general, the Nominating and Corporate Governance
Committee seeks prospective nominees with a broad diversity of experience, professions, skills and backgrounds but
has no formal policies and procedures for assessing, and does not assign any specific weights to, any particular
criteria. Nominees are not discriminated against on the basis of gender, race, religion, national origin, sexual
orientation, disability or any other basis prohibited by law.

Communication between Interested Parties and Directors

Stockholders and other interested parties may communicate with individual directors (including the Presiding
Director), the members of a committee of the Board, the independent directors as a group or the Board as a whole by
addressing the communication to the named director, the committee, the independent directors as a group or the Board
as a whole, c/o Secretary of the Company, Everi Holdings Inc., 7250 South Tenaya Way, Suite 100, Las Vegas, NV
89113 or via electronic mail to secretary@everi.com. The Company’s Secretary will forward all correspondence to the
named director, the committee, the independent directors as a group or the Board as a whole, except for spam, junk
mail, mass mailings, product complaints or inquiries, job inquiries, surveys, business solicitations or advertisements or
patently offensive or otherwise inappropriate material. The Company’s Secretary may forward -certain
correspondence, such as product-related inquiries, elsewhere within the Company for review and possible response.

20



Relationships Among Directors or Executive Officers
There are no family relationships among any of the Company’s directors or executive officers.
Code of Business Conduct, Standards and Ethics and Corporate Governance Guidelines

We have adopted a Code of Business Conduct, Standards and Ethics for our directors, officers and other employees
that is designed to qualify as a “code of ethics” within the meaning of Section 406 of the Sarbanes-Oxley Act of 2002
and the rules promulgated thereunder. The Code of Business Conduct, Standards and Ethics is available on our
website at ir.everi.com/investor-relations/corporate-governance/governance-documents. To the extent required by
law, any amendments to, or waivers from, any provision of the Code of Business Conduct, Standards and Ethics will
be promptly disclosed to the public. To the extent permitted by such legal requirements, we intend to make such public
disclosure by posting the relevant material on our website in accordance with SEC rules. We have also adopted
Corporate Governance Guidelines to assist the Board in the exercise of its responsibilities.

Access to Corporate Governance Policies

Stockholders may access the Board committee charters, the Code of Business Conduct, Standards, and Ethics and the
Corporate Governance Guidelines at the Corporate Governance section of the “Investors” page on our website at
ir.everi.com/investor-relations/corporate-governance/governance-documents. Copies of the Board committee
charters, the Code of Business Conduct, Standards and Ethics and Corporate Governance Guidelines will be provided
to any stockholder upon written request to the Secretary of the Company, Everi Holdings Inc., 7250 South Tenaya
Way, Suite 100, Las Vegas, Nevada 89113 or via electronic mail to secretary@everi.com.

2017 Director Compensation

We have a compensation program in place for our independent members of the Board for their service to the
Company. Upon initial appointment to the Board, each non-employee director receives an option to purchase 100,000
shares of our Common Stock at an exercise price equal to the closing market price of our Common Stock at the date of
grant. Historically, under our 2005 Stock Incentive Plan (the “2005 Plan”), for each grant, one eighth of the options
vest after six months of service as a director, and the remainder vest ratably in equal monthly installments over the
succeeding forty-two months; provided, however, that all outstanding unvested options held by non-employee
directors vest in their entirety upon a change of control of the Company. Currently, under the Amended 2014 Plan,
each grant is subject to vesting over four years, with 25% vesting on the first four anniversaries of the date of grant.

Under this compensation program for 2017, the independent members of the Board received an annual cash fee of
$50,000, except for the Chair of the Board who received an annual cash fee of $75,000. In addition, each member of
the Company’s Audit Committee, Compensation Committee and Nominating and Corporate Governance Committee
received an additional annual cash fee of $9,375, except for the Chair of each such committee who received an annual
cash fee of $25,000, $12,500, and $12,500, respectively.

In addition, the independent members of the Board are typically granted options to purchase shares of our Common
Stock or awards of restricted shares of our Common Stock on an annual basis. Such option and restricted stock grants
historically have vested upon a schedule similar to that of the initial grants. For the 2016 and 2017 annual grants,
however, members of the Board received time-based (33%) and market-based (67%) stock options, wherein the
market-based awards have a vesting price hurdle of 50% and 25%, respectively, greater than the closing stock price on
the grant date as well as a time-based conditioned element. Grants made under the Amended 2014 Plan are subject to
equal annual vesting installments over four years. Option awards granted to the Board generally have a term of ten
years.
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The following table sets forth the compensation of our independent members of the Board for the fiscal year ended
December 31, 2017:

Fees earned

or paid in Stock Option
Name cash awards awards(® Total
E. Miles Kilburn® ...........ccccooioiioiiieeeeeeeeeeeeeeee e $ 103,125 $ — % 191435 $ 294,560
Geoffrey P. JUde@ ..o 81,250 — 114,861 196,111
Ronald V. Congemi® ..........cccoeiviererieirieisieesieesieeeereeneieeeas 78,125 — 114,861 192,986
Eileen F. Raney@.........ccccocvvviieiiieiiieeeeeeeeeees e 81,250 — 114,861 196,111
Linster W. FOX@ ....oiiiiiiiiiieceeeeeceeeeeeeeeeeeeee e 93,750 — 114,861 208,611

(1) Represents the fair value of the directors’ equity awards in fiscal year 2017, as calculated in accordance with
Financial Accounting Standards Board (“FASB”) Accounting Standards Codification (“ASC”) Topic 718,
Stock Compensation. For a discussion of the assumptions made in the valuation of the directors’ stock option
and restricted stock awards, see the notes to the consolidated financial statements contained in the Company’s
Annual Report on Form 10-K for the fiscal year ended December 31, 2017. There were no restricted stock
awards granted to our directors during the fiscal year ended December 31, 2017.

(2) At December 31, 2017, our independent directors had the following aggregate numbers of unvested stock
awards and shares underlying unvested option awards:

Shares underlying

Unvested unvested
stock awards option awards
B MILES KIIDUITI ..ottt eat e et e et e e eneeeenaeeeaeeeeaseeenaeeenaeeeas — 249,999
GEOTITEY P. JUAZE ..ttt ettt sttt st enen — 153,749
Ronald V. Congemi — 153,749
Eileen F. RANEY ........cccoeoiiinieiniiinciecccnceececeeceeceeees — 135,000
LANSTET WL FOX 1ottt e e et e e et e e e e eeaeeeeateeenaeeeaeeeeateeenaeeeaeeeas — 135,000

Compensation Committee Interlocks and Insider Participation

During fiscal year 2017, no member of the Compensation Committee was, or formerly was, an officer or employee of
the Company or its subsidiaries. During fiscal year 2017, no interlocking relationship existed between any member of
the Company’s Board or Compensation Committee and any member of the Board of Directors or Compensation
Committee of any other company, nor has such interlocking relationship existed in the past.

Chief Executive Officer and Senior Management Succession Planning

Our Board oversees Chief Executive Officer and senior management succession planning, which is reviewed at least
annually. Our Chief Executive Officer, after consultation with other members of management, provides the Board
with a list of key individuals with immediate impact, the critical area of such individual’s impact, short-term/interim
action and long-term action. Our Board reviews this information with our Chief Executive Officer. Further, our Board
periodically reviews the overall composition of our senior management’s qualifications, tenure and experience.

Regular Board and Committee Evaluations

The Board and the Audit, Compensation and Nominating and Corporate Governance Committees each have an annual
evaluation process, which focuses on their role and effectiveness, as well as fulfillment of their fiduciary duties. In
2017, the evaluations were each completed anonymously to encourage candid feedback. The results of the evaluations
are reported to and reviewed by the full Board. Each committee and the Board was satisfied with its performance and
considered itself to be operating effectively, with appropriate balance among governance, oversight, strategic and
operational matters.
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Equity Ownership Policy

Equity ownership. On February 25, 2016, the Board adopted a Policy on Equity Ownership (the “Equity Ownership
Policy”) for its named executive officers, other executive officers and non-employee directors, which provides that
such persons shall, within five years of the later of: (i) February 25, 2016; and (ii) the date such person first becomes
subject to this policy, own shares of the Company’s Common Stock with a certain value as detailed in this Proxy
Statement. At December 31, 2017, all current named executive officers, other executive officers and non-employee
directors either met the ownership guidelines or were within the five-year phase-in period. For more information on
the Equity Ownership Policy, see “Executive Compensation — Compensation Discussion and Analysis — Additional
Compensation Policies and Practices — Equity Ownership Policy.”

Clawback. In February 2016, the Board adopted an Incentive Compensation Clawback Policy (the “Clawback
Policy”). Pursuant to the Company’s Clawback Policy, in the event of a restatement of the Company’s financial results
due to the misconduct of any employee, the Board or, if so designated by the Board, the Compensation Committee of
the Board, is authorized to take action to recoup all or part of any incentive compensation received by a Section 16
officer of the Company. In determining whether to take action to recoup any incentive compensation received by a
Section 16 officer of the Company, the Board or, if so designated, the Compensation Committee of the Board, will
take into consideration whether the Section 16 officer engaged in the misconduct or was in a position, including in a
supervisory role, to have been able to have reasonably prevented the misconduct that caused the restatement. For more
information on the Clawback Policy, see “Executive Compensation — Compensation Discussion and Analysis —
Additional Compensation Policies and Practices — Clawback Policy.”

No hedging. We do not believe our executive officers or directors should speculate or hedge their interests in our
Common Stock. Our Insider Trading Policy therefore prohibits them from making short sales of our Common Stock or

from purchasing or selling puts, calls or other derivative securities involving our stock.

No pledging. Our Insider Trading Policy prohibits our executive officers and directors from pledging our Common
Stock.
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TRANSACTIONS WITH RELATED PERSONS
Review, Approval or Ratification of Transactions with Related Persons

Under procedures adopted by the Board, any transaction that is required to be reported under Item 404(a) of
Regulation S-K promulgated by the SEC must be reviewed, approved or ratified by the Audit Committee. The types of
transactions subject to these procedures include, but are not limited to: (i) the purchase, sale or lease of assets to or
from a related person; (ii) the purchase or sale of products or services to or from a related person; or (iii) the lending or
borrowing of funds from or to a related person. Approval of transactions with related persons shall be at the discretion
of the Audit Committee, but the Audit Committee shall consider: (a) the consequences to the Company of
consummating or not consummating the transaction; (b) the extent to which the Company has a reasonable
opportunity to obtain the same or a substantially similar benefit of the transaction from a person or entity other than the
related person; and (c) the extent to which the terms and conditions of such transaction are more or less favorable to
the Company and its stockholders than the terms and conditions upon which the Company could reasonably be
expected to negotiate with a person or entity other than the related person. Further, our Code of Business Conduct,
Standards and Ethics requires our directors, officers and employees to raise with our General Counsel any material
transaction or relationship that could reasonably be expected to give rise to a personal conflict of interest. Our
Corporate Governance Guidelines also prohibit the Company’s making of any personal loans to directors, executive
officers or their immediate family members.

Transactions with Related Persons in 2017
During fiscal year 2017, the Company did not engage in any transactions, and there are not currently proposed any

transactions, or series of similar transactions, to which the Company was or will be a party, with related parties that
required review, approval or ratification of the Audit Committee or any other committee.
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EXECUTIVE OFFICERS

In addition to the information provided above in “Proposal 1 - Election of Two Class I Directors — Directors Not Up
for Election — Class II Directors Whose Term will Expire in 2019” regarding Mr. Rumbolz, the following sets forth the
Company’s current executive officers as of the date of this Proxy Statement:

Name Age Current Position and Offices

Michael D. Rumbolz.........ccccceveriiiniininccnene. 64 President and Chief Executive Officer

Randy L. Taylor .....ccooeveineriieiecceee 55 Executive Vice President and Chief Financial Officer

David J. Lucchese 59 Executive Vice President, Digital and Interactive Business Leader
Edward A. Peters........cccoovvevinininenieiceeieene 55 Executive Vice President, Sales and Marketing

Dean A. Ehrlich..........ooooooiviiiiiiiiiiciccecee 49 Executive Vice President, Games Business Leader

Harper H. KO.o..oovoieiiicieeceeeee 44 Executive Vice President, Chief Legal Officer, General Counsel

and Corporate Secretary

Randy L. Taylor has served as our Executive Vice President and Chief Financial Officer since March 2014. Prior to
his appointment as Executive Vice President and Chief Financial Officer, Mr. Taylor had served as the Company’s
Senior Vice President and Controller since November 2011. Prior to joining the Company, Mr. Taylor served in
various positions for Citadel Broadcasting Corporation, a radio broadcasting company, from April 1999 to September
2005 and from September 2006 to September 2011, including most recently, from 2008 to 2011, as Chief Financial
Officer. In December 2009, Citadel Broadcasting Corporation filed a petition for voluntary reorganization under
Chapter 11 of the U.S. Bankruptcy Code and emerged from reorganization under Chapter 11 in June 2010. Mr. Taylor
also served as the Vice President of Finance and Corporate Controller of Bally Technologies, Inc. from September
2005 to September 2006.

David J. Lucchese has served as our Executive Vice President, Digital and Interactive Business Leader since January
2017, having previously served as our Executive Vice President, Games since January 2015, our Executive Vice
President, Client Operation from March 2014 to January 2015, and our Executive Vice President, Sales from April
2010 to March 2014. Prior to joining the Company, Mr. Lucchese served in various positions for Bally Technologies,
Inc., including Vice President of Sales, Games from April 2005 to April 2010 and Senior Vice President of Sales,
Systems from April 2003 to April 2005. Mr. Lucchese served as Vice President of Sales for Aristocrat Technologies,
Inc. from July 2001 to February 2003.

Edward A. Peters has served as our Executive Vice President, Sales and Marketing since January 2015, having
previously served as Senior Vice President, Sales for the Company since November 2014. Prior to joining the
Company, Mr. Peters served in various senior executive positions during the past several years, including as Senior
Vice President Business Development in Global Commercial Services from February 2010 through November 2014
for Fidelity Information Services; Chief Information Officer for Silverton Bank from August 2004 through February
2010; and Senior Vice President for Prudential Bank from December 2000 through July 2004.

Dean A. Ehrlich has served as our Executive Vice President, Games Business Leader since January 2017, having
previously served as an Executive Consultant to the Company since August 2016. Prior to joining the Company, Mr.
Ehrlich served in various senior executive positions with WMS Industries Inc. during the past several years from May
2003 through July 2015, which was acquired by Scientific Games Corporation in late 2013, including as Senior Vice
President Global Gaming Operations. Mr. Ehrlich spent several years at Anchor Gaming from October 1994 until May
2003, which was acquired by International Game Technology in late 2001, serving in multiple leadership roles with
the most recent as General Manager for its Proprietary Games division.

Harper H. Ko has served as our Executive Vice President, Chief Legal Officer, General Counsel and Corporate
Secretary since January 2018. Prior to joining the Company, Ms. Ko served as Deputy General Counsel, Gaming for
Scientific Games Corporation, a leading gaming and lottery equipment and services supplier. From November 2007
to November 2014, Ms. Ko served as Assistant General Counsel for Bally Gaming, Inc., joining Scientific Games
following its acquisition of Bally Gaming, Inc. Ms. Ko also served as a Contract Attorney with Harrah’s Operating
Company and as Associate Corporate Counsel for Aristocrat Technologies, Inc.
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PROPOSAL 2

ADVISORY (NON-BINDING) VOTE TO APPROVE THE COMPENSATION OF OUR
NAMED EXECUTIVE OFFICERS
(SAY-ON-PAY)
(Item No. 2 on the Proxy Card)

The Dodd-Frank Act, enacted in 2010, requires that companies provide their stockholders with the opportunity to vote,
on an advisory (non-binding) basis, whether to approve the compensation of companies’ named executive officers,
commonly referred to as a “say-on-pay” vote, at least once every three years. In a vote held at our 2017 annual meeting
of stockholders, our stockholders voted in favor of holding say-on-pay votes annually. In light of this result and other
factors considered by the Board, we adopted a frequency of obtaining say-on-pay votes on an annual basis.

The say-on-pay vote is a non-binding advisory vote on the compensation of our named executive officers as described
in the “Compensation Discussion and Analysis” section, including the tabular disclosure and accompanying narrative
disclosure regarding such compensation, in this Proxy Statement. The say-on-pay vote is not a vote to approve our
general compensation policies, the compensation of our Board, or our compensation policies as they relate to risk
management.

Our Compensation Committee, which is responsible for designing and administering our executive compensation
program, has designed our executive compensation program to provide a competitive and internally equitable
compensation and benefits package that reflects Company performance, job complexity and the strategic value of the
applicable position, while ensuring long-term retention, motivation and alignment with the long-term interests of the
Company’s stockholders. We encourage you to carefully review the “Compensation Discussion and Analysis” section
of this Proxy Statement for additional details on the Company’s executive compensation, including our compensation
philosophy and objectives and the processes our Compensation Committee and the Board used to determine the
structure and amounts of the compensation of our named executive officers for the year ended December 31, 2017.

The vote solicited by this Proposal 2 is advisory and, therefore, is not binding on us, our Board or our Compensation
Committee, nor will its outcome require us, our Board or our Compensation Committee to take any action. Moreover,
the outcome of the vote will not be construed as overruling any decision by us or our Board. Furthermore, because this
non-binding, advisory vote primarily relates to the compensation of our named executive officers that we have already
paid or are otherwise contractually committed to pay, there is generally no opportunity for us to revisit these decisions.
However, our Board, including our Compensation Committee, values the opinions of our stockholders and will
consider our stockholders’ concerns and evaluate what actions, if any, may be appropriate for us to take in the future to
address those concerns. In 2017, our say-on-pay proposal received the support of 99.0% of the shares voted, which we
believe indicates strong support for our compensation program and practices. Nevertheless, we will continue to solicit
feedback, engage with our investors, and evaluate the effectiveness of our pay practices in aligning management and
stockholder interests.

Stockholders will be asked at the Annual Meeting to approve the following resolution pursuant to this Proposal 2:

“RESOLVED, that the stockholders of Everi Holdings Inc. approve, on an
advisory basis, the compensation paid to the Company’s named executive
officers, as disclosed pursuant to Item 402 of Regulation S- K, set forth in the
Company’s definitive proxy statement for the 2018 Annual Meeting of
Stockholders.”

THE BOARD UNANIMOUSLY RECOMMENDS THAT STOCKHOLDERS VOTE “FOR” THE
RESOLUTION APPROVING THE COMPENSATION OF OUR NAMED EXECUTIVE OFFICERS AS
DISCLOSED IN THIS PROXY STATEMENT.
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EXECUTIVE COMPENSATION

The Company is a holding company, the principal asset of which is the capital stock of Everi Payments Inc. (“Everi
Payments”), and the capital stock of Everi Games Holding Inc. (“Everi Games Holding”), which is the parent of Everi
Games Inc. (“Everi Games”). All of the executive officers of the Company are employees of Everi Payments, other
than Mr. Ehrlich and Mr. Lucchese who are employees of Everi Games. All references in this Proxy Statement to
executive compensation relate to the executive compensation paid by Everi Payments or Everi Games to such
executive officers.

Compensation Discussion and Analysis

The following Compensation Discussion and Analysis (“CD&A”) describes the philosophy, objectives and structure
of our 2017 executive compensation program. This CD&A is intended to be read in conjunction with the tables
beginning on page 43, which provide further historical compensation information for our following named executive
officers as of December 31, 2017 (“named executive officers” or “NEOs”):

Name Current Title

Michael D. Rumbolz President and Chief Executive Officer

Randy L. Taylor Executive Vice President and Chief Financial Officer
Edward A. Peters Executive Vice President, Sales and Marketing
Dean A. Ehrlich® Executive Vice President, Games Business Leader

Former Executive Vice President, Payments Business Leader, Chief Legal Officer and

. . (2)
LG IR Corporate Secretary

(1)  Mr. Ehrlich has served as our Executive Vice President, Games Business Leader since January 2017, having
previously served as an Executive Consultant to the Company since August 2016.

(2) Ms. Lim stepped down from her position as the Executive Vice President, Payments Business Leader and Chief
Legal Officer effective December 31, 2017 and served in a transitional advisory role with the Company until
resigning effective March 8, 2018.

Quick CD&A Reference Guide

Executive Summary Section I

Compensation Philosophy and Objectives Section II
Compensation Decision Making Process Section III
Compensation Competitive Analysis Section IV
Elements of Compensation Section V
Additional Compensation Practices and Policies Section VI
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1. Executive Summary

Throughout 2017, the Company successfully implemented strategies that have stabilized the business and
strengthened the Company going forward. This has included improving efficiencies, innovating new content and
increasing discipline related to expense management. The Company has also improved product offerings and
currently has its most diverse portfolio of gaming and payments solutions.

The Company’s executive compensation program is designed to pay for performance — that is, to reward executives in
a manner that is proportionate to the achievement of established goals. These goals may be expressed in terms of
Company-wide performance, operating segment performance or individual performance.

In short, we believe our pay program is effective, and the past year is a strong affirmation of this belief. Our business
performance in 2017 has been reflected in our executive pay outcomes and Compensation Committee decisions. For

example:

Short-Term Incentive Payouts: Our Adjusted EBITDA was $212.8 million, slightly above our threshold
performance level. As such, executives did receive annual cash incentives for this financial goal, which
accounted for approximately 75% of their annual incentive (See Appendix A to this Proxy Statement for a
reconciliation of financial measures prepared in accordance with GAAP to non-GAAP financial measures
disclosed in this CD&A. Non-GAAP financial measures should be viewed in addition to, and not as an
alternative for, financial results prepared in accordance with GAAP).

Certain Base Salary Increases or Bonus Opportunity Increases: In light of corporate performance, the
Compensation Committee determined that the Chief Executive Officer and the Chief Financial Officer
should receive merit increases to their respective base salaries and target bonus opportunities in 2017.

Equity Grants in 2017: The Compensation Committee concluded that executive equity grants are a
beneficial vehicle for retaining and motivating the executive team to pursue the creation of long-term
sustainable stockholder value. The Compensation Committee continued the practice initiated in 2016
relating to the design of long-term awards, wherein 67% of the awards were delivered as market-based
stock options. The vesting price hurdle was set at 25% greater than the closing stock price on the grant
date as well as a time-based conditioned element.

Realizable Pay values: The following table illustrates how the value of actual and potential executive
compensation fluctuates with stock price. As shown below, the realizable pay of the NEOs has risen and
fallen with the corresponding changes in stock price. As such, this illustration is one approach used to
highlight how compensation is linked to shareholder returns.
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Realizable Pay

Paying for performance continues to be the foundation of our compensation program. Our strong belief in this
foundation can be demonstrated simply: we have granted options that do not vest unless significant stock price
increases are achieved. Therefore, the grant date value of compensation packages (as displayed in the “2017 Summary
Compensation Table”) are not always reflective of the actual realizable pay value of the compensation packages
received by the executive team over the last several years.

To demonstrate, the following chart shows the difference between the reported pay, as disclosed in the “2017
Summary Compensation Table,” of our NEO team and the realizable pay values of those awards as of the end of the
2017 fiscal year, and as of a more current date:

All NEO Compensation
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“SCT” pay is the pay level disclosed in the “2017 Summary Compensation Table.” This includes actual base salary,
actual annual bonuses received, and long-term incentive components (restricted stock awards and annual stock option
grants) based on the grant date fair value.

“Realizable” pay is defined as the compensation earned or deliverable, including: actual salary received, actual annual
bonuses received, and the intrinsic value of long-term incentive plan components, as valued on December 29, 2017
(the last trading day of the 2017 fiscal year) using the year-end share price of $7.54 per share, and as valued on April 3,
2018 using the closing share price on that date of $6.23 per share.
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Components of Our Compensation Program

The Compensation Committee oversees our executive compensation program, which includes several compensation
elements that have each been tailored to incentivize and reward specific aspects of Company performance that the
Board believes are central to delivering long-term stockholder value. Key components of our 2017 compensation

program are:

Base Salary

Individual salaries are established and negotiated at the time of hire and
adjusted thereafter in the Compensation Committee’s discretion.

Initial salaries are set based on the executive officer’s scope of
responsibilities in the context of the overall size of the Company and are
designed to be competitive with market and industry norms, and to reflect
individual performance.

Short-Term Incentives

Cash incentives are intended to reward the achievement of annual
corporate financial goals as well as individual accomplishments and
contributions.

For 2017, these cash incentives were based 75% on the achievement of
Adjusted EBITDA goals and 25% on the achievement of Individual
Performance Goals.

Long-Term Incentives

Long-term equity awards focused on incentivizing executives to deliver
long-term stockholder value, while also providing a retention vehicle for
top executive talent.

For 2017, we granted a mix of market-based stock options (67% of value
mix) with vesting price hurdles set at 25% above grant date closing price
with a time-based conditioned element, and time-based stock options
(33%).
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Compensation Governance Practices

Our compensation governance framework and pay-for-performance philosophy provide appropriate incentives to our
executives to achieve our financial and strategic goals without encouraging them to take excessive risks in their
business decisions.

Best Practices We Employ

v A meaningful amount of NEO compensation is tied to variable performance.
v Performance metrics are directly tied to value creation for stockholders.

v Robust stock ownership guidelines of 6x salary for the Chief Executive Officer, 3x for NEOs, and 5x
annual cash retainer fees for non-employee directors.

v Incentive compensation “clawback” policy.

v Change in control severance requires a double trigger, commencing with equity award grants made in 2015.
v Compensation Committee is comprised entirely of independent directors.

v Compensation Committee engages an independent consultant.

v Compensation Committee regularly meets in executive session without management present.

v Proactive stockholder engagement process.

v Annual risk assessment of the compensation program.

v Incentive program design that discourages excessive risk taking.

v Hedging and short sales are not permitted.

v

Pledging is not permitted without pre-approval.

v Supplemental Executive Retirement Plan (SERP) benefits are not provided.

2017 Target Total Compensation

To promote a performance-based culture that aligns the interests of management and stockholders, in 2017 the executive
compensation program focused extensively on variable compensation. For example, our target pay mix is as follows:

' aYa N
CEO 2017 Target Pay Mix Other NEOs 2017 Target Pay Mix
STl sTi
27.8% 19.9%
Base Salary Other Base Salary Other
27.8% 72.2% 39.9% 60.1%
T LTI
44.3% 40.2%
A J N\ J
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2017 Say-on-Pay Results

At our 2017 Annual Meeting of Stockholders, the say-on-pay proposal received the support of approximately 99% of
the shares voted, which we believe indicates strong support for our compensation program and practices. The
Compensation Committee believes the support for our ongoing efforts to improve and refine our compensation
program and further align management and stockholder interests was reflected in the strong support for our 2017 say-
on-pay proposal.

11. Compensation Philosophy and Objectives

The principal objective of the Company’s executive compensation policies is to align the executives’ incentives with the
achievement of the Company’s strategic goals, which are in turn designed to enhance stockholder value. In order to
achieve that objective, the Company’s executive compensation policies are designed to help the Company attract and
retain the services of key personnel who possess the necessary leadership and management skills, motivate key employees
to achieve specified goals and ensure that compensation provided to key employees is both fair and reasonable in light of
performance and competitive with the compensation paid to executives of similarly situated companies. The Company has
attempted to design its executive compensation policies to incent its executives to achieve the Company’s strategic goals,
while at the same time discouraging them and other employees from taking excessive risk.

Our executive compensation program consists of base salary, annual cash incentives, and long-term equity incentives,
as well as benefits that are generally available to our salaried employees and limited perquisites. Perquisites generally
include, among other things, moving expenses and reimbursement of other out-of-pocket expenses. We believe that
spreading compensation across these three primary components achieves our compensation objectives:

v Promotes Pay-for-Performance

Establishes competitive executive target pay levels
Balances fixed and at-risk compensation appropriately
Balances short-term and long-term goals appropriately

Aligns the interests of management and stockholders

AN N NN

Manages compensation risk
111. Compensation Decision Making Process
Overall Compensation Determinations

All of our current NEOs are parties to employment agreements. The level of base salary to be paid to those officers
over the term of their respective employment agreements and their individual target bonus percentages are initially
determined in connection with the negotiation process relating to such agreements or any amendments thereof, and
later adjusted as necessary during the Compensation Committee’s annual review of an executive’s performance.

Role of the Board

Our Board has appointed a Compensation Committee, consisting exclusively of independent directors. The
Compensation Committee’s charter authorizes our Compensation Committee to review and approve or to recommend
for approval to the full Board, the compensation of our Chief Executive Officer and other executives. Our Board has
authorized our Compensation Committee to make various decisions with respect to executive compensation.
However, the Board also may make determinations and approve compensation in its discretion, including where the
Compensation Committee recommends that the Board considers such executive compensation matters.

Role of the Compensation Committee
Our Compensation Committee evaluates the performance of our Chief Executive Officer and approves the compensation

for our Chief Executive Officer in light of the goals and objectives of our compensation program for that year. Our
Compensation Committee annually assesses the performance of our other executives, and, based in part on the
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recommendations from our Chief Executive Officer, approves the compensation of these executives. Our Compensation
Committee retains, and does not delegate, any of its responsibility to determine executive compensation.

Role of Management

At the request of our Compensation Committee, our Chief Executive Officer may attend a portion of our
Compensation Committee meetings, including meetings at which our Compensation Committee’s compensation
consultants are present. This enables our Compensation Committee to review, with our Chief Executive Officer, the
corporate and individual goals that the Chief Executive Officer regards as important to achieve our overall business
objectives. Our Compensation Committee also requests that our Chief Executive Officer assesses the performance of,
and our goals and objectives for, certain other officers as deemed appropriate, including our other NEOs. In addition,
our Compensation Committee may request certain other executives to provide input on executive compensation,
including assessing individual performance and future potential, market data analyses and various compensation
decisions relating to bonuses, equity awards and other pay during the year. None of our executives generally attends
any portion of Compensation Committee meetings at which his or her compensation is discussed.

Role of Compensation Consultants

Pursuant to the authority granted to it in its charter, the Compensation Committee may engage an independent
executive compensation consultant. The consultant reports directly to the Compensation Committee, who may replace
the consultant or hire additional consultants at any time. The compensation consultant attends meetings of the
Compensation Committee, as requested, and may communicate with the Chair of the Compensation Committee
between meetings; however, the Compensation Committee makes all decisions regarding the compensation of the
Company’s executive officers.

The compensation consultant provides services to the Compensation Committee, including, but not limited to: advice
on compensation philosophy, incentive plan design, executive job compensation analysis, stockholder engagement
and CD&A disclosure, among other compensation topics. The compensation consultant provides no additional
services to the Company, other than the consulting services provided to the Compensation Committee and the
Nominating and Corporate Governance Committee. In 2017, Aon served as the Compensation Committee’s
independent compensation consultant and provided the foregoing services to the Compensation Committee.

The Compensation Committee conducted a specific review of its relationship with Aon in 2017, and determined that
Aon’s work for the Compensation Committee did not raise any conflicts of interest. Aon’s work has conformed to the
independence factors and guidance provided by the Dodd-Frank Act, the SEC and the NYSE.

Compensation Risk Oversight

The Compensation Committee has reviewed and discussed the concept of risk as it relates to the Company’s
compensation policies and it does not believe that the Company’s compensation policies encourage excessive or
inappropriate risk taking. Further, the Compensation Committee has endorsed and adopted several measures in the
past year to further discourage risk-taking, such as robust stock ownership guidelines for its executives and non-
employee directors, and a clawback policy that grants the Compensation Committee broad discretion to recover
incentive awards from Section 16 officers in the unlikely event that incentive plan award decisions were based on
financial results that are subsequently restated.

The Compensation Committee identified no material risks in the compensation programs in 2017.
1V. Compensation Competitive Analysis

In 2015, the Compensation Committee worked with its independent consultant, Aon, to create a meaningful peer
group for the purposes of assessing the competitiveness and appropriateness of the Company’s NEO compensation in
the market. To formulate this peer group, the committee looked to identify two types of businesses: Games and
Payments, which represent the two core businesses of the Company. From there, the Compensation Committee and
Aon screened potential peers for similar size and complexity, using revenue, market capitalization, and enterprise
value as its guiding metrics.
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Given the complexities and volatility of the industry, the Compensation Committee believes it is not appropriate to
rigidly benchmark executive pay to a specific percentile of the group. Instead, the Compensation Committee uses the
comparative data merely as a reference point in exercising its judgment about compensation design and setting
appropriate target pay levels.

Our peer group consists of the following companies:

Ticker Type

Comparator Company

Boyd Gaming Corporation BYD Gaming
Scientific Games Corp. SGMS Gaming
Churchill Downs Inc. CHDN Gaming
JAKKS Pacific, Inc. JAKK Gaming
Zynga, Inc. ZNGA Gaming
Glu Mobile, Inc. GLUU Gaming
Pinnacle Entertainment PNK Gaming
Red Rock Resorts, Inc. RRR Gaming
Eldorado Resorts, Inc. ERI Gaming
Tropicana Entertainment Inc. TPCA Gaming
Golden Entertainment Inc. GDEN Gaming
VeriFone Systems, Inc. PAY Payments
Euronet Worldwide, Inc. EEFT Payments
Moneygram International Inc. MGI Payments
Blackhawk Network Holdings, Inc. HAWK Payments
Cardtronics, Inc. CATM Payments
WEX Inc. WEX Payments
Green Dot Corporation GDOT Payments
ACI Worldwide, Inc. ACIW Payments
Evertec, Inc. EVTC Payments

20 Peers
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V. Elements of Compensation

The Company’s executive compensation policy is simple and transparent in design, and consists primarily of base
salary, annual cash incentive awards and long-term equity incentive awards for fiscal year 2017.

Summary Overview

Performance Performance Measured and Rewarded
Type Element Period Objective for 2017
Fixed Base Salary Annual Recognizes an individual’srole e Reviewed annually and set based on
and responsibilities and serves as market competitiveness, individual
an important retention vehicle performance and internal equity
considerations
Annual Cash Incentive Plan
Performance -  Annual Bonus Annual Rewards achievement of annual e Adjusted EBITDA (75%)
based financial objectives and e Individual Performance Goals (25%)
individual performance goals
Long-Term Incentive Plan
Performance - Market-Based Long-Term  Supports the achievement of e Vesting price hurdle set 25% above
based Stock Options strong share price growth grant date closing price
e [fvesting price hurdle is not met as of
annual vesting date, the price hurdle
must be obtained for 30 consecutive
trading days for the awards to vest
Time-Based Stock ~ Long-Term  Aligns the interests of e Vests ratably over four years
Options management and stockholders
and serves an important retention
vehicle
Base Salaries

Base salaries are intended to provide an appropriate level of assured cash compensation that is sufficient to retain the
services of our executives. Base salaries are reviewed annually in connection with the Company’s performance review
process, and are determined based upon the following factors:

. Position and responsibility;
. Job performance, and expected contribution to the Company’s future performance;
. Market factors, including the market compensation profile for similar jobs and the need to attract and

retain qualified candidates for high-demand positions;

. Internal value of the executive’s role based on the relative importance of the job as compared to the
Company’s other executive officers, as measured by the scope of responsibility and performance
expectations; and

. Retention risk and the Company’s need to retain high performing and high potential executives.
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In 2017, base salary compensation was as follows:

2016 2017
NEO Base Salary Base Salary
Michael D. Rumbolz(® $ 600,000 $ 600,000
Randy L. Taylor() 400,000 400,000
IEdward A. Peters 400,000 400,000
Dean A. Ehrlich® — 400,000
Juliet A. Lim® 400,000 400,000

(1) In connection with the Company’s performance review process, the Compensation Committee increased the
base salary for Mr. Rumbolz and Mr. Taylor to $700,000 and $475,000, respectively, effective November 6,
2017.

(2) Mr. Ehrlich has served as our Executive Vice President, Games Business Leader since January 2017, having
previously served as an Executive Consultant to the Company since August 2016.

(3) Ms. Lim stepped down from her position as the Executive Vice President, Payments Business Leader and Chief
Legal Officer effective December 31, 2017 and served in a transitional advisory role with the Company until
resigning effective March 8, 2018.

Annual Cash Incentives

All of our NEOs were eligible for the 2017 annual cash incentive plan, which promoted the Company’s pay-for-
performance philosophy by providing executives with direct financial incentives in the form of annual cash incentive
awards for achieving pre-determined individual and Company performance goals.

Each NEO’s annual cash incentive award target is established as a percentage of base salary. Such target cash bonus
percentage was either negotiated and set forth in the NEO’s employment agreement or otherwise established by the
Compensation Committee. The following targets, which were also used in 2016, were employed in 2017:

Name Target Maximum

(4s a % of base salary)
Michael D. Rumbolz 100 % 150 %
Randy L. Taylor 50 % 75 %
Edward A. Peters 50 % 100 %
Dean A. Ehrlich® 50 % 75 %
Juliet A. Lim® 50 % 75 %

(1)  Mr. Ehrlich has served as our Executive Vice President, Games Business Leader since January 2017, having
previously served as an Executive Consultant to the Company since August 2016.

(2) Ms. Lim stepped down from her position as the Executive Vice President, Payments Business Leader and Chief
Legal Officer effective December 31, 2017 and served in a transitional advisory role with the Company until
resigning effective March 8, 2018.
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2017 Performance Metrics

For 2017, the Company’s annual non-equity incentive plan for executives consisted of two performance metrics: (a)
Adjusted EBITDA (75% weighting) and (b) Individual Performance Goals (25% weighting).

Actual
Weight Threshold - 1 Threshold - 2 Threshold - 3 Maximum Performance
Adjusted $206M to $209M to $212M to $215M to $218M to
IEBITDA 75% $209M $212M $215M $218M $220M $213M
50% to 75% 75% to 100% 100% 100% to 125% 125% to 150%

Individual
Performance 25% $205M n/a n/a n/a n/a n/a
Goals

In 2017, the Individual Performance Goals, established by the Compensation Committee, and weighted equally,
consisted of goals related to:

e Continue to lead in product innovation and technology for the gaming
industry.

e Maintain and expand the Company’s operating footprint through|
strategic acquisitions, alliances or technology development to achieve

Corporate Strategy arowth targets

e Develop a complimentary product and services approach to the sales
and marketing efforts which appeals to all of the Company’s
customers and their respective operations.

e Fill any vacancies in the senior management team with seasoned
Leadership executives that are capable and committed to the Company’s
corporate objectives.

e Enhance the Company’s customer communications efforts with|
efficient and effective resources to ensure targeted and accurate

Enhance Customer and Community information dissemination

Relationships ) )
e Implement procedures to measure and ensure customer satisfaction|

with the Company’s products.

2017 Actual Payouts

For the year ended December 31, 2017, the Company reported Adjusted EBITDA of $212.8 million, which was above
the $212.0 million threshold for the objective (Adjusted EBITDA) target and the $205.0 million threshold for the
subjective (Individual Performance Goals) target. Therefore, under the formula outlined above, the NEOs received a
100% of the 75% payout with respect to the Company’s Adjusted EBITDA objective performance target. The NEOs
received slightly less than the 25% payout percentage with respect to the Individual Performance Goals performance
target, except for one individual who received the full payout. Moreover, certain NEOs received additional payouts
based on the Compensation Committee’s assessment of the accomplishments achieved by these particular NEOs
during the year. These payouts are reflected in the “2017 Summary Compensation Table” under the “Bonus” column.

Long-Term Equity Incentive Awards

We believe that the award of stock-based compensation and incentives is an effective way of aligning our executives’
interests with the goal of enhancing stockholder value. Due to the direct relationship between the value of an equity
award, on the one hand, and the Company’s stock price, on the other, we believe that equity awards motivate
executives to manage the Company’s business in a manner that is consistent with stockholder interests. Equity awards
are intended to focus the attention of the recipient on the Company’s long-term performance, which we believe results
in improved stockholder value. Through the grant of stock options and restricted stock awards that vest over time, we
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can align executives’ interests with the long-term interests of our stockholders who seek appreciation in the value of
our Common Stock. To that end, the time-based equity awards that we grant to executives typically vest and become
fully-exercisable over a four-year period. The grant of equity awards also provides significant long-term earnings
potential in a competitive market for executive talent.

The principal factors considered in granting stock options or restricted stock awards and determining the size of grants
to executives are prior performance, level of responsibility, the amounts of other compensation attainable by the
executive and the executive’s ability to influence the Company’s long-term growth and profitability. Our
Compensation Committee does not apply any quantitative method for weighing these factors and a decision to grant an
award is primarily based upon a subjective evaluation of the executive’s past performance as well as anticipated future
performance.

Mix of Equity Incentive Awards

Our long-term equity compensation program currently consists of two award types:

. Market-based stock option awards
. Time-based stock option awards
2017 Awards

In keeping with the Company’s commitment to strengthening its /
overall corporate governance, including its compensation program,

the Company continued the practice initiated in 2016 of granting Market-Based Stock
67% of market-based stock options and 33% of time-based stock e

options in order to continue to incentivize, motivate and retain the S eien e harile 2256 above prant
executive team, while further strengthening and demonstrating the et

alignment of management and stockholder interests.

Time-Based Stock
Options

«4-year ratable vesting

\ /

VI. Additional Compensation Policies and Practices
Equity Ownership Policy

The Company and its stockholders are best served by a board and executive team that manage the business with a
long-term perspective. As such, the Company adopted the Equity Ownership Policy in February 2016, as the
Company believes stock ownership is an important tool to strengthen the alignment of interests among stockholders,
directors and executive officers. The policy provides that the applicable required level of equity ownership is expected
to be satisfied by our directors and executive officers within five years of the later of: (i) February 25, 2016; and (ii) the
date such person first becomes subject to the Equity Ownership Policy.

The Compensation Committee will receive periodic reports of the ownership achieved by each director and executive
officer. Until such time as such person satisfies the equity ownership requirement, the achievement level of ownership
will be determined by reference to the average closing stock price of our Common Stock during the fiscal year ended
immediately prior to the determination date. Once the equity ownership requirement has been satisfied, future
increases or decreases in the equity price of our Common Stock will not impact the compliance of our directors and
executive officers with these guidelines, as long as such person holds the number of shares he or she had at the time he
or she achieved the required ownership level.

38



The following table sets forth the required salary multiples for each category of person subject to the policy:

Current NEO Required Salary Multiple
President and Chief Executive Officer 6x base salary
All other NEOs 3x base salary
Other officers 1x to 2x base salary
Outside directors 5x annual cash retainer

The value of all of the following types of Company stock or stock options owned by or granted to an executive, other
officer or director qualifies toward the participant’s attainment of the target multiple of pay:

. Shares owned outright/shares beneficially owned (including by a family member and/or in a trust)
. Vested restricted stock
. Shares owned through the Company’s 401(k) plan (if applicable)

. Shares underlying vested, but unexercised, stock options (based on the excess of the market price of the
stock over the exercise price and after deducting any tax withholding obligations)

At December 31, 2017, all current named executive officers, other officers and non-employee directors either met the
ownership guidelines or were within the five-year phase-in period.

Clawback Policy

The Board of the Company adopted an Incentive Compensation Clawback Policy in February 2016, which entitles the
Company to recover certain compensation previously paid to its Section 16 officers. The policy provides that, in the
event of a restatement of the Company’s financial statement for any fiscal year commencing after December 31, 2015
that is due to the misconduct of any employee, the Board or, if so designated by the Board, the Compensation
Committee of the Board, is authorized to take action to recoup all or part of any incentive compensation received by a
Section 16 officer of the Company. For purposes of this policy, incentive compensation includes any cash
compensation or an award of equity compensation from the Company that is based in whole or in part on the
achievement of financial results by the Company, including, but not limited to, any bonus, incentive arrangement or
equity award, but excluding base salary. The policy defines misconduct as the willful commission of an illegal act,
fraud, intentional misconduct or gross recklessness in the performance of an employee’s duties and responsibilities. In
determining whether to take action to recoup any incentive compensation received by a Section 16 officer of the
Company, the Board or, if so designated, the Compensation Committee of the Board, will take into consideration
whether the Section 16 officer engaged in the misconduct or was in a position, including in a supervisory role, to have
been able to have reasonably prevented the misconduct that caused the restatement.

In addition, as directed by the Dodd-Frank Act, the SEC has issued proposed rules which, if adopted in final form,
would require issuers to seek recovery from executive officers in certain circumstances involving financial
restatements. As of the date of this Proxy Statement, the SEC has not issued final rules implementing this portion of
the Dodd-Frank Act. Once the SEC issues final rules regarding the required form of a clawback policy under the
Dodd-Frank Act, we expect to amend our Clawback Policy accordingly.

Anti-Hedging and Pledging Policies
Under our Insider Trading Policy, directors and executive officers, as well as other employees, are prohibited from
engaging in the following activities with respect to the Company’s Common Stock:

. Hedging their interest in Company shares by selling short or trading or purchasing “put” or “call” options
on our Common Stock or engaging in similar transactions; and

. Pledging any shares of our Common Stock without prior clearance from our Corporate Compliance
Officer as outlined in our Insider Trading Policy.
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As of the date of this Proxy Statement, no shares of Company Common Stock were pledged by any director or
executive officer.

Tax Deductibility

Section162(m) of the Internal Revenue Code of 1986, as amended (the “Code”) generally limits the corporate tax
deduction for compensation paid to the chief executive officer and the three other most highly compensated executives
(other than the Chief Financial Officer) to $1.0 million annually, unless certain requirements are satisfied. To
maximize the corporate tax deduction, our incentive plans in 2017 were designed so that certain awards under those
plans could comply with the requirements of Section 162(m) of the Code. As the $1.0 million limit does not apply to
compensatory amounts that qualify as performance-based compensation under Section 162(m), certain of our
performance-based awards made pursuant to these plans were intended to qualify for corporate tax deductibility. The
ability to rely on this performance-based compensation exclusion was generally eliminated in connection with the Tax
Cuts and Jobs Act of 2017 (the “2017 Tax Act”) that was enacted on December 22, 2017 and the limitation on
deductibility generally was expanded to include all named executive officers, including the Chief Financial Officer
position, which was a function that was previously excluded from the then existing provisions set forth in the Code. As
a result, the Company may no longer take a deduction for any compensation paid to its named executive officers to the
extent NEO compensation is in excess of $1.0 million, unless it qualifies for transition relief applicable to certain
arrangements in place as of November 2, 2017. As a general matter, in making its previous NEO compensation
decisions, the Compensation Committee endeavored to maximize deductibility of compensation under Section
162(m) to the extent practicable while maintaining competitive compensation, however, the Compensation
Committee believes that it is important for it to retain maximum flexibility in designing compensation programs that
are in the best interests of the Company and its stockholders, which may result in uncertainty and ambiguity with
respect to the application and interpretation of the provisions set forth in Section 162(m) of the Code as amended by
the enactment of the 2017 Tax Act. Furthermore, the Compensation Committee intends to continue its use of
performance-based compensation to the extent that compliance with Code requirements does not conflict with the
Company’s compensation objectives. In some cases, the Compensation Committee believes the loss of some portion
of a corporate tax deduction may be necessary and appropriate in order to provide the compensation necessary to
attract and retain qualified executives.

Retirement Plans

We have established and maintain a retirement savings plan under Section 401(k) of the Code to cover our eligible
employees, including our executive officers. The Code allows eligible employees to defer a portion of their
compensation, within prescribed limits, on a tax deferred basis through contributions to the 401(k) plan. Our 401(k)
plan is intended to constitute a qualified plan under Section 401(a) of the Code and its associated trust is intended to be
exempt from federal income taxation under Section 501(a) of the Code. We make contributions to the 401(k) plan for
the benefit of certain executive officers.

Severance Benefits

In order to retain the ongoing services of our NEOs, we have provided the assurance and security of severance benefits
and change in control payments, which is described below under the caption “Employment Contracts, Termination of
Employment and Change in Control Arrangements.”

We believe that these severance benefits and change in control payments reflect the fact that it may be difficult for
such executives to find comparable employment within a short period of time and that providing such benefits should
eliminate, or at least reduce, the reluctance of senior executives to pursue potential change in control transactions that
may be in the best interests of stockholders. We believe that these benefits are appropriate in size relative to the overall
value of the Company.
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Compensation Committee Report

The Compensation Committee has reviewed and discussed the Compensation Discussion and Analysis with
management. Based upon such review and discussions, the Compensation Committee recommended to the Board that
the Compensation Discussion and Analysis be included in this Proxy Statement.

Members of the Compensation Commiittee:

Geoffrey P. Judge (Chair)
Ronald V. Congemi
Linster W. Fox

E. Miles Kilburn

Eileen F. Raney
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Compensation of Named Executive Officers

2017 Summary Compensation Table

The following table sets forth the total compensation earned for services rendered in 2017 by our principal executive
officer, our principal financial officer and the three other persons whose total compensation for the fiscal year ended
December 31, 2017 was in excess of $100,000 and who were serving as executive officers at the end of that fiscal year.

Non-equity

Stock Option incentive plan All other
Name and principal position Year  Salary Bonus®  awards® awards® compensation® compensation® Total
Michael D. Rumbolz........ 2017 $614,795 $603,497 $266,400 $ 712,316 $ — 3 9,787  $2,206,795
President and Chief, 2016 507,692 132,377 — 601,162 — 17,348 1,258,579
Executive Officer
Randy L. Taylor .............. 2017 411,096 254,365 — 405,842 — 9,793 1,081,096
Executive Vice President, 2016 400,000 65,000 — 215,959 — 9,779 690,738
Chief Financial Officer 2015 389,423 — — 930,000 — 15,568 1,334,991
Edward A. Peters............. 2017 400,000 198,650 — 405,842 — 65,714 © 1,070,206
Executive Vice President, 2016 400,000 55,000 — 215,959 — 16,198 687,157
Sales Marketing 2015 392,308 — — 465,000 — 36,768 894,076
Dean A. Ehrlich ™ ........... 2017 400,000 197,300 — 405,842 — 7,366 1,010,508
Executive Vice President,
Games Business Leader
Juliet A. Lim ® ............... 2017 400,000 230,000 — 405,842 — 3,828 1,039,670
Former Executive Vice 2016 400,000 65,000 — 215,959 — 9,779 690,738
President, Payments 2015 397,308 — — 930,000 — 15,957 1,343,265
Business Leader,
Chief Legal Officer,

Corporate Secretary

(1

2

3)

“4)

)

(6)

Represents the amount of discretionary cash bonus earned for the fiscal year. Amounts earned for a particular
fiscal year are typically paid out to the NEOs in the first quarter of the following calendar year.

Represents the fair value of the NEOs’ restricted stock grants, as calculated in accordance with FASB ASC
Topic 718, Stock Compensation. For a discussion of the assumptions made in determining the valuation of the
restricted stock awards, see our notes to the financial statements in the Company’s Annual Report on Form 10-K
for the years ended December 31, 2017, 2016 and 2015.

Represents the fair value of the NEOs’ stock option grants, as calculated in accordance with FASB ASC Topic
718 Stock Compensation. For a discussion of the assumptions made in determining the valuation of the stock
option awards, see our notes to the financial statements in the Company’s Annual Report on Form 10-K for the
years ended December 31, 2017, 2016 and 2015.

Represents the amount of cash bonus earned under the Company’s annual cash incentive plan for the fiscal year.
Amounts earned for a particular fiscal year are typically paid out to the NEOs in the first quarter of the following
calendar year.

Includes contributions made by the Company under its 401(k) plan and cost of short-term and long-term
disability coverage.

Includes moving related expenses of $55,921.
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(7)  Mr. Ehrlich has served as our Executive Vice President, Games Business Leader since January 2017, having
previously served as an Executive Consultant to the Company since August 2016.

(8) Ms. Lim stepped down from her position as the Executive Vice President, Payments Business Leader and Chief
Legal Officer effective December 31, 2017 and served in a transitional advisory role with the Company until
resigning effective March 8, 2018.

Pay Ratio

As required by Section 953(b) of the Dodd-Frank Wall Street Reform and Consumer Protection Act, and Item 402(u)
of Regulation S-K, we are providing the following information about the relationship of the annual total compensation
of our employees and the annual total compensation of Mr. Rumbolz, our Chief Executive Officer and President. The
pay ratio included in this information is a reasonable estimate calculated in a manner consistent with Item 402(u) of
Regulation S-K.

For 2017, our last completed fiscal year:

the median of the annual total compensation (inclusive of base salary, bonus and other items, as described
below) of all our employees, other than Mr. Rumbolz, was $69,108; and

the annual total compensation of Mr. Rumbolz, as reported in the Summary Compensation Table included
elsewhere in this Proxy Statement, was $2,206,795.

Based on this information, for 2017, the ratio of the annual total compensation of Mr. Rumbolz, our Chief
Executive Officer and President, to the median of the annual total compensation of all employees was
319to 1.

To identify the median of the annual total compensation of all our employees, as well as to determine the annual total
compensation of the “median employee,” we took the following steps:

1.

We determined that, as of December 31, 2017, we had 1,100 employees, with approximately 97% and 3%
of the individuals located domestically in the United States (the “U.S.”) and internationally in various
foreign jurisdictions, respectively.

The relevant payroll and other compensation data for our employee population are maintained in a single
system located at our principal headquarters in the U.S. and were utilized to identify the “median
employee” from our employee population. To identify the “median employee” from our employee
population, we compared the amount of base salary of our employees as reflected in our payroll records
and included as part of the total compensation reported to the Internal Revenue Service on Form W-2 for
2017. We identified our median employee using this compensation measure, which was consistently
applied to all our employees included in the calculation.

Once we identified our median employee, we combined all of the elements of such employee’s
compensation for 2017 in accordance with the requirements of Item 402(c)(2)(x) of Regulation S-K,
resulting in the annual total compensation presented in the pay ratio calculation. The difference between
such employee’s base salary and the employee’s annual total compensation represents company matching
contributions on behalf of the employee to our 401(k) employee savings plan and cost of short-term and
long-term disability coverage. Since we do not maintain a defined benefit or other actuarial plan for our
employees, and do not otherwise provide a plan for payments or other benefits at, following, or in

connection with retirement, the “median employee’s” annual total compensation did not include amounts
attributable to those types of arrangements.
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Non-equity
Stock Option incentive plan All other
Name and principal position  Year Salary Bonus) awards® awards® compensation® compensation®  Total

Michael D. Rumbolz - President and 2017 $614,795 $603,497 $266,400 $712,316 $ — $9,787 $2,206,795
Chief Executive Officer....................
Median Employee® 2017 66,319 — — — — 2,789 69,108

Pay RAtio.....cco.oorrvrcrrern

(1) Represents the amount of discretionary cash bonus earned for the fiscal year. Amounts earned for a particular
fiscal year are typically paid in the first quarter of the following calendar year.

(2) Represents the fair value of the restricted stock grants, as calculated in accordance with FASB ASC Topic 718,
Stock Compensation.

(3) Represents the fair value of the stock option grants, as calculated in accordance with FASB ASC Topic 718,
Stock Compensation.

(4) Represents the amount of cash bonus earned under the Company’s annual cash incentive plan for the fiscal year.

(5) Includes contributions made by the Company under its 401(k) plan as well as short-term and long-term
disability payments made by the Company.

(6) Represents the total annual compensation of the middle-most employee, excluding the President and Chief
Executive Officer.

2017 Grants of Plan-Based Awards

The following table sets forth certain information concerning grants of awards made to each NEO during the fiscal
year ended December 31, 2017:

Estimated future payouts under
non-equity incentive plan awards )

All other All other

stock option
awards: awards: Grant date
number of number of Exercise or fair value
shares of securities base price of of stock
Grant stock or underlying option and option
Name Date  Threshold @ Target Maximum ® units options awards awards®
Michael D. Rumbolz... $ 153,699 $ 614,795 $ 922,192 — — — —
3/8/2017 — — — — 372,093 § 329 § 712,316
5/5/2017 — — — 40,000 — 266,400
Randy L. Taylor.......... 59,375 209,375 314,063 — — —
3/8/2017 — — — — 212,000 3.29 405,842
Edward A. Peters ........ 50,000 200,000 400,000 — — — —
3/8/2017 — — — — 212,000 3.29 405,842
Dean A. Ehrlich® ....... 50,000 200,000 300,000 — — —
3/8/2017 — — — — 212,000 3.29 405,842
Juliet A. Lim® ............ 50,000 200,000 300,000 — — — —
3/8/2017 — — — — 212,000 3.29 405,842

(1) Represents amounts potentially payable under the Company’s annual cash incentive plan. A more detailed
discussion of how the threshold, target and maximum amounts are determined and calculated is found in the
CD&A above.

(2) Represents the amount payable to the NEO under the Company’s annual cash incentive plan at the threshold
level.

(3) Represents the maximum amount payable to the NEO under the Company’s annual cash incentive plan.
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(4)

)

(6)

Represents the total fair value of the NEOs’ restricted stock grants and stock option grants received in 2017, as
calculated in accordance with FASB ASC Topic 718 Stock Compensation. For a discussion of the assumptions
made in the valuation, please see the notes to the financial statements in the Company’s Annual Report on Form
10-K for the years ended December 31, 2017, 2016 and 2015.

Mr. Ehrlich has served as our Executive Vice President, Games Business Leader since January 2017, having
previously served as an Executive Consultant to the Company since August 2016.

Ms. Lim stepped down from her position as the Executive Vice President, Payments Business Leader and Chief
Legal Officer effective December 31, 2017 and served in a transitional advisory role with the Company until
resigning effective March 8, 2018.
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Outstanding Equity Awards at December 31, 2017

The following table sets forth certain information concerning unexercised stock options and unvested restricted stock
awards under the Company’s equity incentive plans for each NEO outstanding at December 31, 2017:

Option awards Stock awards
Equity incentive
plan awards:

Number of Number of Number of Number of Market
securities securities securities shares or value of
underlying underlying underlying units of shares or
unexercised  unexercised unexercised Option Option stock that units of stock
options options unearned exercise expiration have not that have not
Name exercisable  unexercisable options price date vested vested
Michael D. Rumbolz................. 85,000 — — $ 577 8/25/2018 — S —
100,000 — — 3.72  8/30/2020 — —
40,000 — — 341 3/1/2021 — —
40,000 — — 5.58  3/2/2022 — —
19,424 — — 7.09  3/6/2023 — —
37,500 12,500 ™ — 6.59  5/2/2024 — —
25,000 25,000 — 7.74  4/22/2025 — —
426,356 38,760 @ — 2.78 2/13/2026 — —
— 122,791 @ — 329  3/8/2027 — —

— — 249,302 @ 3.29  3/8/2027 — —
— — — —  — 28,331 @ 213,616

Randy L. Taylor........cccccoeenenee. 15,000 — — 4.57 12/7/2021 — —
16,875 — — 5.58  3/2/2022 — —
11,859 — — 7.09  3/6/2023 — —
75,000 25,000 — 6.59  5/2/2024 — —

— — 120,000 @ 6.59  5/2/2024 — —
— — 400,000 ® 774  4/22/2022 — —

21,863 65,587 — 1.46  5/13/2026 — —

44,388 — 133,162 © 146 5/13/2026 — —

- 69,960 M — 329 3/8/2027 — —

— — 142,040 ® 329  3/8/2027 — —

— — — S 11,000 ® 82,940

Edward A. Peters .......coooovvvveeee. 225,000 75,000 — 761 12/4/2024 — —
— — 200,000 ) 7.74  4/22/2022 — —

21,863 65,587 ) — 146 5/13/2026 — —

44,388 - 133,162 © 146  5/13/2026 — —

— 69,960 M — 329 3/8/2027 — —

— — 142,040 ® 329  3/8/2027 — —

Dean A. Ehrlich® .................. 10,725 32,175 ® — 240 12/8/2026 — —
21,775 — 65,325 © 240 12/8/2026 — —

— 69,960 O — 329 3/8/2027 — —

— — 142,040 @ 329  3/8/2027 — —

Juliet A. Lim® ...oooovvverree, — 25,000 O — 6.59  5/2/2024 — —
— — 120,000 @ 6.59  5/2/2024 — —

— — 400,000 ©  7.74  4/22/2022 — —

— 65,587 O — 146  5/13/2026 — —

44,388 - 133,162 © 146 5/13/2026 — —

— 69,960 M — 329 3/8/2027 — —

— — 142,040 @ 329  3/8/2027 — —

— — — - — 12,000 ™ 90,480

(1) These equity awards vest over four years from the date of grant, with 25% of the shares underlying the option
subject to vesting on the first anniversary of the date of grant and the remainder vesting annually for the
succeeding three anniversary dates thereafter.
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3)

(4)

)

(6)

()

(®)

These equity awards vest over two years from the date of grant, with an equal number of shares vesting each
monthly period.

These equity awards vest at a rate of 25% per year on each of the first four anniversaries of the grant date,
provided that as of the vesting date for each vesting tranche, the closing price of the Company’s shares on the
NYSE is at least a specified price hurdle, defined as a 25% premium to the closing stock price on the grant date.
If the price hurdle is not met as of the vesting date for a vesting tranche, then such tranche shall vest and become
vested shares on the last day of a period of 30 consecutive trading days during which the closing price is at least
the price hurdle. If these target prices are not met during the life of the grant, the unvested shares underlying the
options will terminate, except upon the termination of service without cause or by the participant without good
reason within ten days prior to, or within eighteen months after a change in control of the Company as defined in
the Amended 2014 Plan, in which case, the unvested shares underlying such options shall become fully vested
on the effective date of such change in control.

These equity awards vest if our average stock price in any period of 30 consecutive trading days meets certain
target prices during a four-year period that commenced on the date of grant for these options. If these target
prices are not met during such four-year period, the unvested shares underlying the options will terminate,
except if there is a change in control of the Company as defined in the 2005 Plan, in which case, the unvested
shares underlying such options shall become fully vested on the effective date of such change in control.

These equity awards vest if our average stock price in any period of 30 consecutive trading days meets certain target
prices during a four-year period that commenced on the date of grant for these options. These equity awards will
expire on the seventh anniversary of the date of grant, except upon the termination of service without cause within
ten days prior to, or within eighteen months after a change in control of the Company as defined in the Amended
2014 Plan, in which case, the unvested shares underlying such options shall become fully vested on the effective
date of such change in control.

These equity awards vest at a rate of 25% per year on each of the first four anniversaries of the grant date,
provided that as of the vesting date for each vesting tranche, the closing price of the Company’s shares on the
NYSE is at least a specified price hurdle, defined as a 50% premium to the closing stock price on the grant date.
If the price hurdle is not met as of the vesting date for a vesting tranche, then such tranche shall vest and become
vested shares on the last day of a period of 30 consecutive trading days during which the closing price is at least
the price hurdle. If these target prices are not met during the life of the grant, the unvested shares underlying the
options will terminate, except upon the termination of service without cause or by the participant without good
reason within ten days prior to, or within eighteen months after a change in control of the Company as defined in
the Amended 2014 Plan, in which case, the unvested shares underlying such options shall become fully vested
on the effective date of such change in control.

Mr. Ehrlich has served as our Executive Vice President, Games Business Leader since January 2017, having
previously served as an Executive Consultant to the Company since August 2016.

Ms. Lim stepped down from her position as the Executive Vice President, Payments Business Leader and Chief
Legal Officer effective December 31, 2017 and served in a transitional advisory role with the Company until
resigning effective March 8§, 2018.
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2017 Option Exercises and Stock Vested

The following table sets forth certain information concerning the exercise of stock options, and the vesting of
restricted stock, for each NEO during the fiscal year ended December 31, 2017:

Option Awards Stock Awards
Number of shares Number of shares
acquired on Value realized acquired on Value realized
Name exercise on exercise( vesting on vesting®
Michael D. Rumbolz 15,000 $ 16,894 12,239 $ 89,973
Randy L. Taylor......ccoceeceeieieieieieneeseeeeee — — 11,463 90,995
Edward A. Peters ......c.coeeeveveenecincnienccnne — — — —
Dean A. Ehrlich® ........ccoovviriirceie — — — —
Juliet A. Lim® ...c.oooviiieeieeseeeeeeens 96,863 278,069 12,000 97,800

(1)  The value realized on exercise equals (i) the closing price of our Common Stock on the date of exercise minus
the exercise price of options exercised, multiplied by (ii) the number of shares that were exercised.

(2) The value realized on vesting equals (i) the closing price of our Common Stock on the vesting date, multiplied
by (ii) the number of shares that vested.

(3) Mr. Ehrlich has served as our Executive Vice President, Games Business Leader since January 2017, having
previously served as an Executive Consultant to the Company since August 2016.

(4) Ms. Lim stepped down from her position as the Executive Vice President, Payments Business Leader and Chief
Legal Officer effective December 31, 2017 and served in a transitional advisory role with the Company until
resigning effective March 8, 2018.

Employment Contracts, Termination of Employment and Change in Control Arrangements

The Company is a party to employment agreements with Messrs. Taylor, Peters and Ehrlich, each of which provide
that, in the event of the termination of the executive’s employment by the Company without cause or by the executive
for good reason (as such terms are defined in the respective employment or equity award agreements, as applicable),
the executive is entitled to twelve months salary continuation plus one times the then target amount of the executive’s
discretionary bonus payable over twelve months, plus twelve months of continued group health insurance for the
executive and the executive’s eligible dependents and to the vesting in full of all unvested equity awards with time-
based vesting that were granted prior to 2015 (with all unvested equity awards with time-based vesting that were
granted in and after 2015 terminating and all unvested equity awards with performance-based vesting terminating). In
addition, the agreements provide that all unvested equity awards vest upon a change in control of the Company (as
such term is defined in the Amended 2014 Plan), other than with respect to unvested equity awards granted in and after
2015, which include a double trigger change of control and vest only if the employment of the NEO is terminated by
the Company without cause, or by the executive for good reason, within a specified period following a change of
control.

The Company is also party to an employment agreement with Mr. Rumbolz, which provides that in the event of
termination of his employment by the Company without cause or by him for good reason (as such terms are defined in
his employment agreement), Mr. Rumbolz is entitled to all base salary due and owing and all other accrued, unpaid
benefits through the date of termination. In addition, Mr. Rumbolz is entitled to the unvested portion of his restricted
stock award granted in 2017.

The employment agreements contain restrictive covenants not to compete with our Company or solicit our employees
for a period of two years immediately following termination of employment, subject to certain exceptions, as well as
confidentiality and preservation of intellectual property obligations.

The Company is also party to a transition agreement with Ms. Lim, who stepped down from her position as the
Executive Vice President, Payments Business Leader and Chief Legal Officer effective December 31, 2017 and
served in a transitional advisory role with the Company until resigning effective March 8, 2018. Under this agreement,
the Company vested certain of Ms. Lim’s outstanding time-based options to purchase 115,073 shares of Company
common stock and 12,000 time-based shares of restricted stock. In addition, the Company agreed to pay Ms. Lim a
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cash amount equal to her current base salary and target bonus, payable in periodic installments, and provide certain
other benefits, in each case as set forth in the Transition Agreement. Ms. Lim also agreed to release any and all claims
she had or may have against the Company.

The following table sets forth the estimated payments and benefits to the NEOs based upon: (i) a hypothetical
termination without cause or for good reason of each such executive’s employment on December 31, 2017 that is not
in connection with a change in control of us; (ii) a hypothetical change in control of us on December 31, 2017; and (iii)
a hypothetical termination without cause or for good reason of each executive’s employment on December 31,2017 in
connection with a change in control of us:

Change in Termination without Cause following Change in
Termination without Cause or For Good Reason Control Control
Acceleration Acceleration Acceleration
Cash of Stock and of Stock and Cash of Stock and
Payment Benefits Options Options Payment Benefits Options
Name O] @ &) Total (&) O] @ [©) Total
Michael D. Rumbolz.... $ — 3 15,752 $ 213,616 $ 229,368 $ 1,991,384  § — 3 15752 § 1,991,384  $ 2,007,136
Randy L. Taylor ........... 712,500 15,752 106,690 834,942 2,330,084 712,500 15,752 2,330,084 3,058,336
Edward A. Peters......... 600,000 14,921 — 614,921 2,109,394 600,000 14,921 2,109,394 2,724,315
Dean A. Ehrlich® ........ 600,000 15,752 — 615,752 1,402,150 600,000 15,752 1,402,150 2,017,902
Juliet A. Lim®............. 600,000 15,752 114,230 729,982 2,337,624 600,000 15,752 2,337,624 2,953,376

(1) Assumes a termination date of December 31, 2017, and is based on the NEO’s salary and target bonus in effect
at such date.

(2) Estimated value of continued coverage under group health insurance plans through the end of the applicable
severance period.

(3) The value attributable to the hypothetical acceleration of the vesting of any restricted stock awards held by a
NEO is determined by multiplying the number of unvested shares of restricted stock accelerated by $7.54 (the
closing price of our Common Stock on December 29, 2017). The value attributable to the hypothetical
acceleration of the vesting of any stock option awards held by a NEO is determined by multiplying (i) the
difference, if greater than zero, between the exercise price of the applicable stock option award and the closing
price of our Common Stock on December 29, 2017 of $7.54 by (ii) the number of unvested shares underlying
the applicable stock option. The equity awards held by the NEO that are subject to possible acceleration are
described as unexercisable or not vested in the table entitled “Outstanding Equity Awards at December 31,
2017.”

(4) Mr. Ehrlich has served as our Executive Vice President, Games Business Leader since January 2017, having
previously served as an Executive Consultant to the Company since August 2016.

(5) Ms. Lim stepped down from her position as the Executive Vice President, Payments Business Leader and Chief
Legal Officer effective December 31, 2017 and served in a transitional advisory role with the Company until
resigning effective March 8, 2018.

Pension Benefits and Nonqualified Deferred Compensation
We do not currently offer, nor do we have plans to provide, pension arrangements, retirement plans or nonqualified

deferred compensation plans or arrangements to our executives, other than the retirement benefits generally available
to employees.
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SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT

The following table sets forth certain information known to the Company with respect to the beneficial ownership as
of March 16, 2018 (except as otherwise noted in the footnotes to the table) by: (i) all persons who are beneficial
owners of 5% or more of our Common Stock; (ii) each director and nominee; (iii) each of our NEOs; and (iv) all
current directors and executive officers as a group.

There were 68,843,267 shares of our Common Stock issued and outstanding as of the close of business on March 16,
2018. The amounts and percentages of our Common Stock beneficially owned are reported on the basis of regulations
of the SEC governing the determination of beneficial ownership of securities. Under the SEC rules, a person is deemed
to be a “beneficial owner” of a security if that person has or shares “voting power,” which includes the power to vote
or to direct the voting of such security, or “investment power,” which includes the power to dispose of or to direct the
disposition of such security. A person is also deemed to be a beneficial owner of any securities of which that person
has a right to acquire beneficial ownership within 60 days. Under these rules, more than one person may be deemed a
beneficial owner of securities as to which such person has no economic interest. Unless otherwise noted the address of
each beneficial owner in the table is 7250 South Tenaya Way, Suite 100, Las Vegas, Nevada 89113.

Shares Beneficially Owned

Name Number Percentage®
Principal stockholders
BIackROCK, INC. D) ...ttt n et eaenen 5,325,434 7.7 %
Eagle Asset Management, INC.3) ..........coiiiioiiiinieieiiieeeeeee et es 4,237,512 6.2 %
The Vanguard GIOUP™ ...........cocveveuiieieieiiieietetiee ettt ettt ettt s et as s seas s seanaeas 3,646,026 53 %
Directors and named executive officers®).....................ocooooiiiiioiiie e
Michael D. RUMDBOIZO) ..........c.oiiiiiieeeeeeeeeeeeeee et aean 991,103 14 %
E. MILES KAIDUIN T ..ottt ettt ettt st eae s eseanenans 675,532 *
Randy L. TAYIOT®) ......cocviiiieiiieieeeeceee ettt ettt seas 505,375 *
GEOfTIey P. JUAZED) ..ottt ettt b ettt senee 419,098 *
EAWArd A. PeterSU0. . ..o.oiviiieiieiieeeeeeeeeteeeee ettt ettt ettt ettt s e es e eae s ensanens 416,502 *
Ronald V. CongemiliD.........c.coiiiiieiiiieieiiieieet ettt ettt b e esees 256,002 *
Juliet AL TAMU2) ettt ettt ettt ettt s et neas 233,179 *
Eileen F. RANEY (1) ... oottt 124,000 *
Dean A. BRIHCRIY . ....c.oiviiiiiiiiceeeeeeeeeeee ettt ettt ettt eae s eneesensenens 85,500 *
LANSTET W FOXUD) Lottt ettt ettt s et eas et s e s e esesaesaeeaeanean 65,000 *
Maureen T. MUllarkey (10 ... .......ccouiiiiiiiiiiieieicieeteee ettt sees — *
Directors and current named executive officers as a group (12 persons) 7 ... 4,327,194 6.0 %
* Represents beneficial ownership of less than 1%.

(1) The percentage of beneficial ownership as to any person as of a particular date is calculated by dividing the
number of shares beneficially owned by such person, which includes the number of shares as to which such
person has the right to acquire voting or investment power within 60 days after such date, by the sum of the
number of shares outstanding as of such date plus the number of shares as to which such person has the right to
acquire voting or investment power within 60 days after such date. Consequently, the numerator and
denominator for calculating beneficial ownership percentages may be different for each beneficial owner.

(2)  Asreported on Schedule 13G, filed on February 1, 2018, for shares held by BlackRock, Inc. on its own behalf.
The address for BlackRock, Inc. is 55 East 52" Street, New York, NY 10055.

(3) Asreported on Schedule 13G, filed on January 8, 2018, for shares held by Eagle Asset Management, Inc. on its
own behalf. The address for Eagle Asset Management Inc. is 880 Carillon Parkway, St. Petersburg, FL 33716.

(4) As reported on Schedule 13G, filed on February 8, 2018, for shares held by The Vanguard Group on its own
behalf. The address for The Vanguard Group is 100 Vanguard Blvd., Malvern, PA 19355.

(5) Includes shares owned and shares issuable upon exercise of stock options that are currently exercisable or
exercisable within 60 days.
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(6)

(M

®)

)

(10)

(11)

(12)

(13)

(14)

(15)

(16)

(17)

Consists of 103,539 shares owned by Mr. Rumbolz and 887,564 shares issuable upon the exercise of stock
options that are currently exercisable or exercisable within 60 days for Mr. Rumbolz.

Consists of 207,645 shares owned by Mr. Kilburn and 467,887 shares issuable upon the exercise of stock
options that are currently exercisable or exercisable within 60 days for Mr. Kilburn.

Consists of 56,139 shares owned by Mr. Taylor and 449,236 shares issuable upon the exercise of stock options
that are currently exercisable or exercisable within 60 days for Mr. Taylor.

Consists of 104,672 shares owned by Mr. Judge and 314,426 shares issuable upon the exercise of stock options
that are currently exercisable or exercisable within 60 days for Mr. Judge.

Consists of 6,000 shares owned by Mr. Peters and 410,502 shares issuable upon the exercise of stock options
that are currently exercisable or exercisable within 60 days for Mr. Peters.

Consists of 16,000 shares owned by Mr. Congemi and 240,002 shares issuable upon the exercise of stock
options that are currently exercisable or exercisable within 60 days for Mr. Congemi.

Consists of 20,718 shares owned by Ms. Lim and 212,461 shares issuable upon the exercise of stock options that
are currently exercisable or exercisable within 60 days for Ms. Lim. Ms. Lim stepped down from her position as
the Executive Vice President, Payments Business Leader and Chief Legal Officer effective December 31, 2017
and served in a transitional advisory role with the Company until resigning effective March 8, 2018.

Consists of 59,000 shares owned by Ms. Raney and 65,000 shares issuable upon the exercise of stock options
that are currently exercisable or exercisable within 60 days for Ms. Raney.

Consists of 85,500 shares issuable upon the exercise of stock options that are currently exercisable or
exercisable within 60 days for Mr. Ehrlich.

Consists of 65,000 shares issuable upon the exercise of stock options that are currently exercisable or
exercisable within 60 days for Mr. Fox.

As of the date of this filing, Ms. Mullarkey is not a beneficial owner of any securities nor does she have a right to
acquire beneficial ownership within 60 days.

Excludes Ms. Lim, as she is not serving as an executive officer or director of the Company as of the date of this
Proxy Statement and includes Harper H. Ko who serves as our Executive Vice President, Chief Legal Officer,
General Counsel and Corporate Secretary and David J. Lucchese who serves as our Executive Vice President,
Digital and Interactive Business Leader.
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PROPOSAL 3

APPROVAL OF AMENDMENT TO EVERI HOLDINGS INC. AMENDED AND RESTATED 2014 EQUITY
INCENTIVE PLAN
(Item No. 3 on the Proxy Card)

As previously discussed in our Compensation Discussion & Analysis section, the granting of long-term equity
incentives to our executives is an essential part of Everi’s compensation philosophy and program. To deliver equity
incentive awards to our service providers, in 2014, our Board adopted, and our stockholders approved, the 2014 Equity
Incentive Plan (the “2014 Plan”) to replace our then existing plan that was about to expire. Since the plan’s adoption,
we regularly granted equity awards, typically in the form of stock options, for the purposes of recruiting, retaining, and
incentivizing executive performance, while ensuring that the interests of our executives are aligned with those of our
stockholders.

In 2017, our Board adopted, and our stockholders approved, an amendment and restatement of the 2014 Plan (the
“Amended 2014 Plan”) that increased by 3,500,000 the aggregate maximum number of shares of Common Stock that
may be issued under the Amended 2014 Plan. Following such stockholder approval, the total share reserve for grants
under the Amended 2014 Plan was 3,768,491 shares of Common Stock (inclusive of shares available under the
predecessor 2005 plan).

As time has passed and we issued these equity awards, we find that our Amended 2014 Plan is running low on
available shares. As of the date of this Proxy Statement, we estimate that the Amended 2014 Plan has only enough
shares reserved to provide for equity incentive awards through the 2018 fiscal year. Accordingly, working with
management and compensation advisors, the Compensation Committee reviewed the terms of the Amended 2014 Plan
and, determined that an amendment to remove the fungible share ratio provision would be preferable to seeking an
increase in the number of shares issuable thereunder. Our reasoning, as well as a summary of the Amended 2014 Plan,
is provided below.

Summary of the Proposal

We operate in a challenging marketplace in which our success depends to a great extent on our ability to attract and
retain employees, directors and other service providers of the highest caliber. One of the tools our Board regards as
essential in addressing these challenges is a competitive equity incentive program. Our employee equity incentive
program provides a range of incentive tools and sufficient flexibility to permit the Compensation Committee of the
Board to implement them in ways that will make the most effective use of the shares our stockholders authorize for
incentive purposes.

This proposal is seeking stockholder approval of one amendment to the Amended 2014 Plan:

. Removal of Fungible Ratio. Under the current terms of the Amended 2014 Plan, the Company must
reserve 2.50 shares for each full value award (an award of restricted stock, restricted stock units,
performance awards or other stock unit awards), while other awards (stock options and share appreciation
rights) require a reserve of only one share under the Amended 2014 Plan. We are seeking to amend this
provision so that any award granted under the Amended 2014 Plan counts equally as one share versus our
reserve under the Amended 2014 Plan. This change would apply to all full value awards from and after the
time this proposal is approved by our stockholders.

Rationale for this Amendment

We believe that our ability to continue attracting, motivating and retaining service providers who are expected to make
important contributions to the continued success of Everi is highly contingent on providing market-competitive equity
grants which provide equity ownership opportunities and performance-based incentives that are intended to align their
interests with those of our stockholders. If we are not able to provide long-term equity value to our employees and
consultants, we will risk losing our talented workforce.
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Our Compensation Committee, working with management and our independent compensation advisors, determined
that removing the fungible share counting ratio from the Amended 2014 Plan, without asking for an increase to the
share reserve, was in the best interests of the Company and its stockholders.

Overall, we feel that this is a positive change for the equity program, because:
. It will allow management to be more flexible with types of equity awards granted going forward.

Based upon constraints of equity plan modeling by proxy advisors, a fungible ratio was placed on the use
of full value awards, which cause those awards to count against the remaining share pool at 2.5x the
amount of stock option awards.

More recently, however, we have granted stock options to management and outside directors, a majority
of which are subject to robust share price hurdles. As a result, the fungible ratio is less relevant than in
prior periods.

In addition, based on recent increases in our share price, the Compensation Committee and management
agree that it is appropriate to consider using full-value awards to provide incentives to our service
providers. Due to the limited number of shares available for grant, as well as the impact of the fungible
ratio, we are limited in our ability to issue full-value awards. Stockholder approval of this proposal will
assuage these challenges and allow us the flexibility to provide incentives under the Amended 2014 Plan
for approximately two more years before seeking an increase in the available share reserve.

. Everi can maintain a strong, competitive pay-for-performance culture in our pay programs.

Everi’s Amended 2014 Plan is our primary long-term incentive program and has strong pay and
performance alignment, with a majority of equity awards delivered as performance-based stock options
with challenging stock price hurdles. These awards have provided incentives and motivation for our
executive team.

Our Compensation Committee believes it is important to have the flexibility to grant full-value awards as
well as stock options as it deems appropriate. Without approval of this amendment, the types of awards
that our Compensation Committee will be able to grant to service providers will be very limited.

We believe that removing the fungible share ratio provides a more contemporary plan design that is
aligned with our peer group (i.e., just 11% of our peers grant only stock options, while the remaining 8§9%
of our peers use a long-term incentive design that includes full-value awards).

. This amendment would allow us to make grants under our current share reserve and thus would
not directly increase the dilutive effect on investors’ current holdings (unlike a proposal to increase
the available share reserve).

If the fungible share ratio is not removed, we expect that we will need to request an increase in the
available share reserve under the Amended 2014 Plan as early as next year. Those additional shares, if
approved, would dilute the interests of our current stockholders. Our Compensation Committee heavily
weighed potential dilution to existing stockholders in its deliberations relating to this amendment.
Ultimately, if the fungible share ratio is removed, we expect that we will be able to grant equity awards for
approximately two more years before seeking an increase in the available share reserve. The
Compensation Committee believes this amendment is in the best interests of the Company and its
stockholders.

This amendment would also serve to give a truer measure of the shares that will actually be used for future equity
awards.

The Board believes that the Amended 2014 Plan will continue to serve a critical role in attracting and retaining the

high caliber employees, consultants and directors essential to our success and in motivating these individuals to strive
to meet our goals. Therefore, the Board urges stockholders to approve this proposal.
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Other Key Features of the Amended 2014 Plan

The following is a summary of key features of our Amended 2014 Plan of particular interest to our stockholders that
we believe reflect best practices:

There is no “evergreen” annual share increase provision.

The Amended 2014 Plan requires all equity awards issued under the Amended 2014 Plan to be approved
by the Compensation Committee and does not permit authority to grant equity awards to be delegated to
individual officers of the Company.

The Amended 2014 Plan prohibits repricing of stock options and stock appreciation rights without the
approval of our stockholders.

There is a one-year minimum vesting requirement for 95% of the shares subject to awards granted under
the Amended 2014 Plan.

No discount from fair market value is permitted in setting the exercise price of stock options and stock
appreciation rights.

The Amended 2014 Plan provides for gross share counting. The number of shares remaining for grant
under the Amended 2014 Plan is reduced by the gross number of shares subject to options and stock
appreciation rights settled on a net basis, and shares withheld for taxes in connection with options or stock
appreciation rights or tendered in payment of an option’s exercise price are not recycled.

The number of shares for which awards may be granted to any non-employee member of our Board in a
fiscal year is limited.

The Amended 2014 Plan does not contain a “liberal” change in control definition (e.g., mergers require
actual consummation and our Compensation Committee has limited discretion to accelerate vesting of
awards).

Performance awards require the achievement of pre-established goals. The Amended 2014 Plan
establishes a list of measures of business and financial performance from which the Compensation
Committee may construct predetermined performance goals that must be met for an award to vest.

Dividend equivalents cannot be paid currently on any unvested “full value” award and cannot be paid at
all with respect to options or stock appreciation rights

The Amended 2014 Plan has a fixed term of ten years.

The full text of the Amended and Restated 2014 Equity Incentive Plan, as amended, can be found in Appendix B.

Significant Historical Award Information

Common measures of an equity incentive plan’s cost include burn rate, dilution and overhang. The burn rate, or run
rate, refers to how fast a company uses the supply of shares authorized for issuance under its equity incentive plan.
Over the last three years, the Company has maintained an average equity run rate of only 7.7% of shares of Common
Stock outstanding per year. Dilution measures the degree to which our stockholders’ ownership has been diluted by
stock-based compensation awarded under the Amended 2014 Plan and also includes shares that may be awarded under
the Amended 2014 Plan in the future (“overhang”).
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The following table shows how our key equity metrics have changed over the past two years:

Key Equity Metrics: 2017 2016

Equity Run Rate() ..ot 6.7 % 6.6 %
Overhang® 344 % 352 %
DHIUEONG) Lottt b et s bttt ebees 28.0 % 27.7 %

(1)  Equity run rate is calculated by dividing the number of shares subject to equity awards granted during the year
by the weighted-average number of shares outstanding during the year.

(2) Overhang is calculated by dividing (a) the sum of (x) the number of shares subject to equity awards outstanding
at the end of the year and (y) the number of shares available for future grants, by (b) the number of shares
outstanding at the end of the year.

(3) Dilution is calculated by dividing the number of shares subject to equity awards outstanding at the end of the
fiscal year by the number of shares outstanding at the end of the fiscal year.

The following summary of the Amended 2014 Plan is qualified in its entirety by the specific language of the Amended
2014 Plan, a copy of which is attached to this Proxy Statement as Appendix B.

General. The purpose of the Amended 2014 Plan is to advance the interests of the Company and its stockholders by
providing an incentive program that will enable the Company to attract and retain employees, consultants and
directors and to provide them with an equity interest in the growth and profitability of the Company. These incentives
are provided through the grant of stock options, stock appreciation rights, restricted stock, restricted stock units,
performance shares, performance units, other stock-based awards and cash-based awards.

Authorized Shares. The maximum aggregate number of shares authorized for issuance under the Amended 2014 Plan
is 11,875,000 shares. In addition, the estimated shares of 1,900,000 that remained from the predecessor 2005 Plan
were available to be issued under the Amended 2014 Plan. Shares subject to any option or other award outstanding
under the 2005 Plan that expires or is forfeited for any reason shall not be added to the reserve under the Amended
2014 Plan.

Share Counting. Each share subject to a stock option, stock appreciation right, or other award that requires the
participant to purchase shares for their fair market value determined at the time of grant will reduce the number of
shares remaining available for grant under the Amended 2014 Plan by one share. Without giving effect to the
amendment to the Amended 2014 Plan for which approval is being sought, each share subject to a “full value” award
will reduce the number of shares remaining available for grant under the Amended 2014 Plan by 2.5 shares.

If any award granted under the Amended 2014 Plan expires or otherwise terminates for any reason without having
been exercised or settled in full, or if shares subject to forfeiture or repurchase are forfeited or repurchased by the
Company for not more than the participant’s purchase price, any such shares reacquired or subject to a terminated
award will again become available for issuance under the Amended 2014 Plan. Shares will not be treated as having
been issued under the Amended 2014 Plan and will therefore not reduce the number of shares available for issuance to
the extent an award is settled in cash. Shares purchased in the open market with proceeds from the exercise of options
will not be added to the share reserve. Shares that are withheld or reacquired by the Company in satisfaction of a tax
withholding obligation in connection with an option or a stock appreciation right or that are tendered in payment of the
exercise price of an option will not be made available for new awards under the Amended 2014 Plan. Upon the
exercise of a stock appreciation right or net-exercise of an option, the number of shares available under the Amended
2014 Plan will be reduced by the gross number of shares for which the award is exercised. Shares withheld or
reacquired by the Company in satisfaction of tax withholding obligations pursuant to the vesting or settlement of “full
value” awards will not again become available for issuance under the Amended 2014 Plan.

Adjustments for Capital Structure Changes. Appropriate and proportionate adjustments will be made to the number of
shares authorized under the Amended 2014 Plan, to the numerical limits on certain types of awards described below,
and to outstanding awards in the event of any change in our Common Stock through merger, consolidation,
reorganization, reincorporation, recapitalization, reclassification, stock dividend, stock split, reverse stock split, split-
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up, split-off, spin-off, combination of shares, exchange of shares or similar change in our capital structure, or if we
make a distribution to our stockholders in a form other than Common Stock (excluding regular, periodic cash
dividends) that has a material effect on the fair market value of our Common Stock. In such circumstances, the
Compensation Committee also has the discretion under the Amended 2014 Plan to adjust other terms of outstanding
awards as it deems appropriate.

Non-employee Director Award Limits. A non-employee director may not be granted awards under the Amended 2014
Plan in any fiscal year for more than 300,000 shares.

Other Award Limits. To enable compensation provided in connection with certain types of awards intended to qualify
as “performance-based” within the meaning of Section 162(m) of the Code, the Amended 2014 Plan establishes a limit
on the maximum aggregate number of shares or dollar value for which such awards may be granted to an employee in
any fiscal year, as follows:

° No more than 4,000,000 shares under stock-based awards.
. No more than $3,000,000 for each full fiscal year contained in the performance period under cash-based
awards.

In addition, to comply with applicable tax rules, the Amended 2014 Plan also limits the number of shares that may be
issued upon the exercise of incentive stock options granted under the Amended 2014 Plan to 11,875,000 shares of
Common Stock.

Administration. The Amended 2014 Plan generally is be administered by the Compensation Committee of the Board,
although the Board retains the right to appoint another of its committees to administer the Amended 2014 Plan or to
administer the Amended 2014 Plan directly (for purposes of this summary, the term “Committee” will refer to either
such duly appointed committee or the Board.) Subject to the provisions of the Amended 2014 Plan, the Committee
determines in its discretion the persons to whom and the times at which awards are granted, the types and sizes of
awards, and all of their terms and conditions. The Committee may, subject to certain limitations on the exercise of its
discretion required by Section 162(m) or otherwise provided by the Amended 2014 Plan, amend, cancel or renew any
award, waive any restrictions or conditions applicable to any award, and accelerate, continue, extend or defer the
vesting of any award.

The Amended 2014 Plan provides, subject to certain limitations, for indemnification by the Company of any director,
officer or employee against all reasonable expenses, including attorneys’ fees, incurred in connection with any legal
action arising from such person’s action or failure to act in administering the Amended 2014 Plan. All awards granted
under the Amended 2014 Plan will be evidenced by a written or digitally signed agreement between the Company and
the participant specifying the terms and conditions of the award, consistent with the requirements of the Amended
2014 Plan. The Committee will interpret the Amended 2014 Plan and awards granted thereunder, and all
determinations of the Committee generally will be final and binding on all persons having an interest in the Amended
2014 Plan or any award.

Prohibition of Option and SAR Repricing. The Amended 2014 Plan expressly provides that, without the approval of a
majority of the votes cast in person or by proxy at a meeting of our stockholders, the Committee may not provide for
any of the following with respect to underwater options or stock appreciation rights: (i) either the cancellation of such
outstanding options or stock appreciation rights in exchange for the grant of new options or stock appreciation rights at
a lower exercise price or the amendment of outstanding options or stock appreciation rights to reduce the exercise
price, (ii) the issuance of new full value awards in exchange for the cancellation of such outstanding options or stock
appreciation rights, or (iii) the cancellation of such outstanding options or stock appreciation rights in exchange for
payments in cash.

Minimum Vesting. No more than 5% of the aggregate number of shares of Common Stock authorized under the

Amended 2014 Plan may be issued pursuant to awards that provide for service-based vesting over a period of less than
one year or performance-based vesting over a performance period of less than one year.
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Eligibility. Awards may be granted to employees, directors and consultants of the Company or any present or future
parent or subsidiary corporation or other affiliated entity of the Company. Incentive stock options may be granted only
to employees who, as of the time of grant, are employees of the Company or any parent or subsidiary corporation of
the Company. As of March 16, 2018, we had approximately 1,100 employees, including six executive officers, and
five non-employee directors who would be eligible under the Amended 2014 Plan.

Stock Options. The Committee may grant nonstatutory stock options, incentive stock options within the meaning of
Section 422 of the Code, or any combination of these. The exercise price of each option may not be less than the fair
market value of a share of our Common Stock on the date of grant. However, any incentive stock option granted to a
person who at the time of grant owns stock possessing more than 10% of the total combined voting power of all classes
of stock of the Company or any parent or subsidiary corporation of the Company (a “10% Stockholder””) must have an
exercise price equal to at least 110% of the fair market value of a share of Common Stock on the date of grant.

The Amended 2014 Plan provides that the option exercise price may be paid in cash, by check, or cash equivalent; by
means of a broker-assisted cashless exercise; by means of a net-exercise procedure; to the extent legally permitted, by
tender to the Company of shares of Common Stock owned by the participant having a fair market value not less than
the exercise price; by such other lawful consideration as approved by the Committee; or by any combination of these.
Nevertheless, the Committee may restrict the forms of payment permitted in connection with any option grant. No
option may be exercised unless the participant has made adequate provision for federal, state, local and foreign taxes,
if any, relating to the exercise of the option, including, if permitted or required by the Company, through the
participant’s surrender of a portion of the option shares to the Company.

Options will become vested and exercisable at such times or upon such events and subject to such terms, conditions,
performance criteria or restrictions as specified by the Committee. The maximum term of any option granted under the
Amended 2014 Plan is ten years, provided that an incentive stock option granted to a 10% Stockholder must have a
term not exceeding five years. Unless otherwise permitted by the Committee, an option generally will remain
exercisable for three months following the participant’s termination of service, provided that if service terminates as a
result of the participant’s death or disability, the option generally will remain exercisable for 12 months, but in any
event the option must be exercised no later than its expiration date, and provided further that an option will terminate
immediately upon a participant’s termination for “Cause” (as defined by the Amended 2014 Plan).

Options are nontransferable by the participant other than by will or by the laws of descent and distribution, and are
exercisable during the participant’s lifetime only by the participant. However, an option may be assigned or
transferred to certain family members or trusts for their benefit to the extent permitted by the Committee and, in the
case of an incentive stock option, only to the extent that the transfer will not terminate its tax qualification.

Stock Appreciation Rights. The Committee may grant stock appreciation rights either in tandem with a related option
(a “Tandem SAR”) or independently of any option (a “Freestanding SAR”). A Tandem SAR requires the option
holder to elect between the exercise of the underlying option for shares of Common Stock or the surrender of the
option and the exercise of the related stock appreciation right. A Tandem SAR is exercisable only at the time and only
to the extent that the related stock option is exercisable, while a Freestanding SAR is exercisable at such times or upon
such events and subject to such terms, conditions, performance criteria or restrictions as specified by the Committee.
The exercise price of each stock appreciation right may not be less than the fair market value of a share of our
Common Stock on the date of grant.

Upon the exercise of any stock appreciation right, the participant is entitled to receive an amount equal to the excess of
the fair market value of the underlying shares of Common Stock as to which the right is exercised over the aggregate
exercise price for such shares. Payment of this amount upon the exercise of a Tandem SAR may be made only in
shares of Common Stock whose fair market value on the exercise date equals the payment amount. At the
Committee’s discretion, payment of this amount upon the exercise of a Freestanding SAR may be made in cash or
shares of Common Stock. The maximum term of any stock appreciation right granted under the Amended 2014 Plan is
ten years.

Stock appreciation rights are generally nontransferable by the participant other than by will or by the laws of descent

and distribution, and are generally exercisable during the participant’s lifetime only by the participant. If permitted by
the Committee, a Tandem SAR related to a nonstatutory stock option and a Freestanding SAR may be assigned or
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transferred to certain family members or trusts for their benefit to the extent permitted by the Committee. Other terms
of stock appreciation rights are generally similar to the terms of comparable stock options.

Restricted Stock Awards. The Committee may grant restricted stock awards under the Amended 2014 Plan either in
the form of a restricted stock purchase right, giving a participant an immediate right to purchase Common Stock, or in
the form of a restricted stock bonus, in which stock is issued in consideration for services to the Company rendered by
the participant. The Committee determines the purchase price payable under restricted stock purchase awards, which
may be less than the then current fair market value of our Common Stock. Restricted stock awards may be subject to
vesting conditions based on such service or performance criteria as the Committee specifies, including the attainment
of one or more performance goals similar to those described below in connection with performance awards. Shares
acquired pursuant to a restricted stock award may not be transferred by the participant until vested. Unless otherwise
provided by the Committee, a participant will forfeit any shares of restricted stock as to which the vesting restrictions
have not lapsed prior to the participant’s termination of service. Participants holding restricted stock will have the right
to vote the shares and to receive any dividends paid, except that dividends or other distributions paid in shares will be
subject to the same restrictions as the original award and dividends paid in cash may be made subject to such
restrictions.

Restricted Stock Units. The Committee may grant restricted stock units under the Amended 2014 Plan, which
represent rights to receive shares of our Common Stock at a future date determined in accordance with the
participant’s award agreement. No monetary payment is required for receipt of restricted stock units or the shares
issued in settlement of the award, the consideration for which is furnished in the form of the participant’s services to
the Company. The Committee may grant restricted stock unit awards subject to the attainment of one or more
performance goals similar to those described below in connection with performance awards, or may make the awards
subject to vesting conditions similar to those applicable to restricted stock awards. Unless otherwise provided by the
Committee, a participant will forfeit any restricted stock units which have not vested prior to the participant’s
termination of service. Participants have no voting rights or rights to receive cash dividends with respect to restricted
stock unit awards until shares of Common Stock are issued in settlement of such awards. However, the Committee
may grant restricted stock units that entitle their holders to dividend equivalent rights, which are rights to receive cash
or additional restricted stock units whose value is equal to any cash dividends the Company pays. The dividend
equivalent rights would be subject to the same vesting conditions and settlement terms as the original award.

Performance Awards. The Committee may grant performance awards subject to such conditions and the attainment of
such performance goals over such periods as the Committee determines in writing and sets forth in a written
agreement between the Company and the participant. These awards may be designated as performance shares or
performance units, which consist of unfunded bookkeeping entries generally having initial values equal to the fair
market value determined on the grant date of a share of Common Stock in the case of performance shares and a
monetary value established by the Committee at the time of grant in the case of performance units. Performance
awards will specify a predetermined amount of performance shares or performance units that may be earned by the
participant to the extent that one or more performance goals are attained within a predetermined performance period.
To the extent earned, performance awards may be settled in cash, shares of Common Stock (including shares of
restricted stock that are subject to additional vesting) or any combination of these.

Prior to the beginning of the applicable performance period or such later date as permitted under Section 162(m) of the
Code, the Committee will establish one or more performance goals applicable to the award. Performance goals will be
based on the attainment of specified target levels with respect to one or more measures of business or financial
performance of the Company and each subsidiary corporation consolidated with the Company for financial reporting
purposes, or such division or business unit of the Company as may be selected by the Committee. The Committee, in
its discretion, may base performance goals on one or more of the following such measures: revenue; sales; expenses;
operating income; gross margin; operating margin; earnings before any one or more of: stock-based compensation
expense, interest, taxes, depreciation and amortization; pre-tax profit; net operating income; net income; economic
value added; free cash flow; operating cash flow; balance of cash, cash equivalents and marketable securities; stock
price; earnings per share; return on stockholder equity; return on capital; return on assets; return on investment; total
stockholder return, employee satisfaction; employee retention, market share; customer satisfaction; product
development; research and development expense; completion of an identified special project and completion of a joint
venture or other corporate transaction.
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The target levels with respect to these performance measures may be expressed on an absolute basis or relative to an
index, budget or other standard specified by the Committee. The degree of attainment of performance measures will be
calculated in accordance with the Company’s financial statements, GAAP, if applicable, or other methodology
established by the Committee, but prior to the accrual or payment of any performance award for the same performance
period, and, according to criteria established by the Committee, excluding the effect (whether positive or negative) of
changes in accounting standards or any unusual or infrequently occurring event or transaction occurring after the
establishment of the performance goals applicable to a performance award.

Following completion of the applicable performance period, the Committee will certify in writing the extent to which
the applicable performance goals have been attained and the resulting value to be paid to the participant. The
Committee retains the discretion to eliminate or reduce, but not increase, the amount that would otherwise be payable
on the basis of the performance goals attained to a participant who is a “covered employee” within the meaning of
Section 162(m) of the Code. However, no such reduction may increase the amount paid to any other participant. The
Committee may make positive or negative adjustments to performance award payments to participants other than
covered employees to reflect the participant’s individual job performance or other factors determined by the
Committee. In its discretion, the Committee may provide for a participant awarded performance shares to receive
dividend equivalent rights with respect to cash dividends paid on the Company’s Common Stock to the extent that the
performance shares become vested. The Committee may provide for performance award payments in lump sums or
installments.

Unless otherwise provided by the Committee, if a participant’s service terminates due to the participant’s death or
disability prior to completion of the applicable performance period, the final award value will be determined at the end
of the performance period on the basis of the performance goals attained during the entire performance period but will
be prorated for the number of months of the participant’s service during the performance period. If a participant’s
service terminates prior to completion of the applicable performance period for any other reason, the Amended 2014
Plan provides that, unless otherwise determined by the Committee, the performance award will be forfeited. No
performance award may be sold or transferred other than by will or the laws of descent and distribution prior to the end
of the applicable performance period.

Cash-Based Awards and Other Stock-Based Awards. The Committee may grant cash-based awards or other stock-
based awards in such amounts and subject to such terms and conditions as the Committee determines. Cash-based
awards will specify a monetary payment or range of payments, while other stock-based awards will specify a number
of shares or units based on shares or other equity-related awards. Such awards may be subject to vesting conditions
based on continued performance of service or subject to the attainment of one or more performance goals similar to
those described above in connection with performance awards. Settlement of awards may be in cash or shares of
Common Stock, as determined by the Committee. A participant will have no voting rights with respect to any such
award unless and until shares are issued pursuant to the award. The committee may grant dividend equivalent rights
with respect to other stock-based awards. The effect on such awards of the participant’s termination of service will be
determined by the Committee and set forth in the participant’s award agreement.

Change in Control. Unless otherwise defined in a participant’s award or other agreement with the Company, the
Amended 2014 Plan provides that a “Change in Control” occurs upon (i) a person or entity (with certain exceptions
described in the Amended 2014 Plan) becoming the direct or indirect beneficial owner of more than 50% of the
Company’s voting stock, (ii) stockholder approval of a liquidation or dissolution of the Company, or (iii) the
occurrence of any of the following events upon which the stockholders of the Company immediately before the event
do not retain immediately after the event direct or indirect beneficial ownership of more than 50% of the voting
securities of the Company, its successor or the entity to which the assets of the company were transferred: (a) a sale or
exchange by the stockholders in a single transaction or series of related transactions of more than 50% of the
Company’s voting stock; (b) a merger or consolidation in which the Company is a party; or (c) the sale, exchange or
transfer of all or substantially all of the assets of the Company (other than a sale, exchange or transfer to one or more
subsidiaries of the Company).

If a Change in Control occurs, the surviving, continuing, successor or purchasing entity or its parent may, without the
consent of any participant, either assume or continue outstanding awards or substitute substantially equivalent awards
for its stock. If so determined by the Committee, stock-based awards will be deemed assumed if, for each share subject
to the award prior to the Change in Control, its holder is given the right to receive the same amount of consideration
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that a stockholder would receive as a result of the Change in Control. Any awards which are not assumed or continued
in connection with a Change in Control or exercised or settled prior to the Change in Control will terminate effective
as of the time of the Change in Control.

The Committee only has discretion to accelerate vesting of awards if (i) the awards are not assumed, continued or
substituted by an acquirer in a transaction, or (ii) the awards are assumed, continued or substituted by an acquirer in a
transaction but the participant’s service is involuntarily terminated within the 24-month period after the transaction
(so-called “double trigger” vesting), and in the case of performance awards the acceleration is limited to the greater of
(a) assumed achievement of the applicable performance goals at 100% of target with the result prorated based on the
period of the participant’s actual service during the applicable full performance period, or (b) actual achievement of
the applicable performance goals. The vesting of all awards held by non-employee directors will be accelerated in full
upon a Change in Control.

The Amended 2014 Plan also authorizes the Committee, in its discretion and without the consent of any participant, to
cancel each or any award denominated in shares of stock upon a Change in Control in exchange for a payment to the
participant with respect each vested share (and each unvested share if so determined by the Committee) subject to the
cancelled award of an amount equal to the excess of the consideration to be paid per share of Common Stock in the
Change in Control transaction over the exercise price per share, if any, under the award.

Awards Subject to Section 4094 of the Code. Certain awards granted under the Amended 2014 Plan may be deemed to
constitute “deferred compensation” within the meaning of Section 409A of the Code, providing rules regarding the
taxation of nonqualified deferred compensation plans, and the regulations and other administrative guidance issued
pursuant to Section 409A. Any such awards will be required to comply with the requirements of Section 409A.
Notwithstanding any provision of the Amended 2014 Plan to the contrary, the Committee is authorized, in its sole
discretion and without the consent of any participant, to amend the Amended 2014 Plan or any award agreement as it
deems necessary or advisable to comply with Section 409A.

Amendment, Suspension or Termination. The Amended 2014 Plan will continue in effect until its termination by the
Committee, provided that no awards may be granted under the Amended 2014 Plan following the tenth anniversary of
the Amended 2014 Plan’s effective date, which was the date on which it is approved by the stockholders in 2014. The
Committee may amend, suspend or terminate the Amended 2014 Plan at any time, provided that no amendment may
be made without stockholder approval that would increase the maximum aggregate number of shares of Common
Stock authorized for issuance under the Amended 2014 Plan, change the class of persons eligible to receive incentive
stock options or require stockholder approval under any applicable law or the rules of any stock exchange on which
the Company’s shares are then listed. No amendment, suspension or termination of the Amended 2014 Plan may affect
any outstanding award unless expressly provided by the Committee, and, in any event, may not have a materially
adverse effect an outstanding award without the consent of the participant unless necessary to comply with any
applicable law, regulation or rule, including, but not limited to, Section 409A of the Code.

Summary of U.S. Federal Income Tax Consequences

The following summary is intended only as a general guide to the U.S. federal income tax consequences of
participation in the Amended 2014 Plan and does not attempt to describe all possible federal or other tax consequences
of such participation or tax consequences based on particular circumstances.

Incentive Stock Options. A participant recognizes no taxable income for regular income tax purposes as a result of the
grant or exercise of an incentive stock option qualifying under Section 422 of the Code. Participants who neither
dispose of their shares within two years following the date the option was granted nor within one year following the
exercise of the option will normally recognize a capital gain or loss upon the sale of the shares equal to the difference,
if any, between the sale price and the purchase price of the shares. If a participant satisfies such holding periods upon
a sale of the shares, we will not be entitled to any deduction for federal income tax purposes. If a participant disposes
of shares within two years after the date of grant or within one year after the date of exercise (a “disqualifying
disposition”), the difference between the fair market value of the shares on the option exercise date and the exercise
price (not to exceed the gain realized on the sale if the disposition is a transaction with respect to which a loss, if
sustained, would be recognized) will be taxed as ordinary income at the time of disposition. Any gain in excess of that
amount will be a capital gain. If a loss is recognized, there will be no ordinary income, and such loss will be a capital
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loss. Any ordinary income recognized by the participant upon the disqualifying disposition of the shares generally
should be deductible by us for federal income tax purposes, except to the extent such deduction is limited by
applicable provisions of the Code.

In general, the difference between the option exercise price and the fair market value of the shares on the date of
exercise of an incentive stock option is treated as an adjustment in computing the participant’s alternative minimum
taxable income and may be subject to an alternative minimum tax which is paid if such tax exceeds the regular tax for
the year. Special rules may apply with respect to certain subsequent sales of the shares in a disqualifying disposition,
certain basis adjustments for purposes of computing the alternative minimum taxable income on a subsequent sale of
the shares and certain tax credits which may arise with respect to participants subject to the alternative minimum tax.

Nonstatutory Stock Options. Options not designated or qualifying as incentive stock options are nonstatutory stock
options having no special tax status. A participant generally recognizes no taxable income upon receipt of such an
option. Upon exercising a nonstatutory stock option, the participant normally recognizes ordinary income equal to the
difference between the exercise price paid and the fair market value of the shares on the date when the option is
exercised. If the participant is an employee, such ordinary income generally is subject to withholding of income and
employment taxes. Upon the sale of stock acquired by the exercise of a nonstatutory stock option, any gain or loss,
based on the difference between the sale price and the fair market value of the shares on the exercise date, will be taxed
as capital gain or loss. We generally should be entitled to a tax deduction equal to the amount of ordinary income
recognized by the participant as a result of the exercise of a nonstatutory stock option, except to the extent such
deduction is limited by applicable provisions of the Code.

Stock Appreciation Rights. A Participant recognizes no taxable income upon the receipt of a stock appreciation right.
Upon the exercise of a stock appreciation right, the participant generally will recognize ordinary income in an amount
equal to the excess of the fair market value of the underlying shares of Common Stock on the exercise date over the
exercise price. If the participant is an employee, such ordinary income generally is subject to withholding of income
and employment taxes. We generally should be entitled to a deduction equal to the amount of ordinary income
recognized by the participant in connection with the exercise of the stock appreciation right, except to the extent such
deduction is limited by applicable provisions of the Code.

Restricted Stock. A participant acquiring restricted stock generally will recognize ordinary income equal to the excess
of the fair market value of the shares on the “determination date” over the price paid, if any, for such shares. The
“determination date” is the date on which the participant acquires the shares unless the shares are subject to a
substantial risk of forfeiture and are not transferable, in which case the determination date is the earlier of (i) the date
on which the shares become transferable or (ii) the date on which the shares are no longer subject to a substantial risk
of forfeiture (e.g., when they become vested). If the determination date follows the date on which the participant
acquires the shares, the participant may elect, pursuant to Section 83(b) of the Code, to designate the date of
acquisition as the determination date by filing an election with the Internal Revenue Service no later than 30 days after
the date on which the shares are acquired. If the participant is an employee, such ordinary income generally is subject
to withholding of income and employment taxes. Upon the sale of shares acquired pursuant to a restricted stock award,
any gain or loss, based on the difference between the sale price and the fair market value of the shares on the
determination date, will be taxed as capital gain or loss. We generally should be entitled to a deduction equal to the
amount of ordinary income recognized by the participant on the determination date, except to the extent such
deduction is limited by applicable provisions of the Code.

Restricted Stock Unit, Performance, Cash-Based and Other Stock-Based Awards. A participant generally will
recognize no income upon the receipt of a restricted stock unit, performance share, performance unit, cash-based or
other stock-based award. Upon the settlement of such awards, participants normally will recognize ordinary income in
the year of settlement in an amount equal to the cash received and the fair market value of any substantially vested
shares of stock received. If the participant is an employee, such ordinary income generally is subject to withholding of
income and employment taxes. If the participant receives shares of restricted stock, the participant generally will be
taxed in the same manner as described above under “Restricted Stock.” Upon the sale of any shares received, any gain
or loss, based on the difference between the sale price and the fair market value of the shares on the determination date
(as defined above under “Restricted Stock™), will be taxed as capital gain or loss. We generally should be entitled to a
deduction equal to the amount of ordinary income recognized by the participant on the determination date, except to
the extent such deduction is limited by applicable provisions of the Code.
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Options Granted to Certain Persons

The aggregate number of shares of Common Stock subject to options granted, as of March 16, 2018, to the following
persons under the Amended 2014 Plan since its inception are as follows: (i) Michael D. Rumbolz, President, Chief
Executive Officer and director, 887,209 shares; (ii) Randy L. Taylor, Executive Vice President and Chief Financial
Officer, 877,000 shares; (iii) Edward A. Peters, Executive Vice President, Sales and Marketing, 977,000 shares; (iv)
Dean A. Ehrlich, Executive Vice President, Games Business Leader, zero shares; (v) Juliet A. Lim, Former Executive
Vice President, Payments Business Leader, Chief Legal Officer and Corporate Secretary, 877,000 shares; (vi) all
current executive officers as a group, 4,495,209 shares; (vii) all current non-employee directors as a group, 770,000
shares; (viii) Class I director nominees, 400,000 shares, and (x) all employees (excluding executive officers) as a
group, 3,969,050 shares. No options have been granted under the Amended 2014 Plan to any associate of any such
director, nominee or executive officer, and no other person has been granted 5% or more of the total amount of options
granted under the Amended 2014 Plan. A substantial number of the granted options do not vest unless significant
stock price increases are achieved.

New Amendment to the Amended and Restated 2014 Plan Benefits

Any awards granted under the Amended 2014 Plan prior to the approval of the proposed amendment by the
stockholders of the Company to remove the fungible share ratio will be subject to the fungible share ratio.

Equity Compensation Plan Information

The following table provides information as of December 31, 2017 with respect to shares of our Common Stock that
may be issued under the Company’s equity compensation plans:

Weighted average

Number of securities exercise price of Number of securities
to be issued upon outstanding remaining active for
exercise of outstanding options, future issuance under equity
Plan category Equity Plan  options, warrants and rights  warrants and rights compensation plans
Equity compensation plans
approved by stockholders........ 2014 Plan 9,124,608 $ 4.84 3,798,366
2005 Plan 6,535,566 $ 7.07 — M
Equity compensation plans not
approved by stockholders®@..... 2012 Plan 3,470,610 O% 341 566,941 @
Total.......coooveviiriiienne 19,130,784 4,365,307

(1)  No further grants or awards may be made under the 2005 Plan.

(2) In connection with its acquisition of Everi Games Holding (formerly known as Multimedia Games Holding
Company, Inc.) in December 2014, the Company assumed awards in accordance with applicable NYSE listing
standards under the Everi Games Holding 2012 Equity Incentive Plan (the “2012 Plan”), which has not been
approved by the Company’s stockholders, but which was approved by the Everi Games Holding’s stockholders.

(3) Consists of shares of our Common Stock subject to outstanding options assumed in connection with the
acquisition of Everi Games Holding.

(4) Represents shares of our Common Stock reserved for issuance under the Amended 2014 Plan as a result of the
assumption of the number of shares remaining available for grant under the 2012 Plan at the effective time of the
acquisition. The Company elected to assume the available shares reserved for use under the 2012 Plan to grant
awards following the acquisition to former employees of Everi Games Holding and its subsidiaries and others
who were not employees, directors or consultants of the Company or its subsidiaries prior to the acquisition.

THE BOARD UNANIMOUSLY RECOMMENDS THAT STOCKHOLDERS VOTE “FOR” THE
APPROVAL OF THE AMENDMENT TO EVERI HOLDINGS INC. AMENDED AND RESTATED 2014
EQUITY INCENTIVE PLAN.

62



PROPOSAL 4

RATIFICATION OF THE APPOINTMENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING
FIRM
(Item No. 4 on the Proxy Card)

Ratification of BDO USA, LLP

The Board has appointed BDO USA, LLP to serve as the Company’s independent registered public accounting firm
for the Company’s fiscal year ending December 31, 2018.

Our Board and Audit Committee engaged BDO USA, LLP, effective March 18, 2015, as our independent registered
public accounting firm, beginning with the audit for the year ending December 31, 2015, including the 2015 quarterly
reviews.

Although the Company is not required to seek stockholder approval of its selection of an independent registered public
accounting firm, the Board believes it to be sound corporate governance to do so. If the appointment is not ratified, the
Board will investigate the reasons for stockholder rejection and will reconsider its selection of its independent
registered public accounting firm. However, because of the difficulty in making any substitution so long after the
beginning of the current year, the appointment of BDO USA, LLP for fiscal 2018 will stand, unless the Audit
Committee finds other good reason for making a change. Even if the appointment is ratified, the Audit Committee, in
its discretion, may direct the appointment of a different independent registered public accounting firm at any time
during the fiscal year if the Audit Committee determines that such a change would be in the Company’s and its
stockholders’ best interests. Proxies solicited by our Board will, unless otherwise directed, be voted to ratify the
appointment of BDO USA, LLP as our independent registered public accounting firm for the fiscal year ending
December 31, 2018.

Attendance at Annual Meeting
A representative of BDO USA, LLP is expected to be present at the Annual Meeting, will have an opportunity to make

a statement, if he or she so desires, although we do not expect him or her to do so, and will be available to respond to
appropriate questions from stockholders.

THE BOARD UNANIMOUSLY RECOMMENDS THAT STOCKHOLDERS VOTE “FOR” THE
RATIFICATION OF THEAPPOINTMENT OF BDO USA, LLP AS THE COMPANY’S INDEPENDENT
REGISTERED PUBLIC ACCOUNTING FIRM FOR THE FISCAL YEAR ENDING DECEMBER 31, 2018.

Audit and Non-Audit Fees

The following table represents fees invoiced for professional audit services rendered by BDO USA, LLP, our
independent registered public accounting firm for the years ended December 31, 2017 and 2016, for the audit of the
Company’s annual financial statements and fees invoiced for other services rendered by BDO USA, LLP for each
respective year (amounts in thousands):
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The following table presents, for the years ended December 31, 2017 and 2016, fees invoiced for professional audit
services rendered by BDO USA, LLP for the audit of the Company’s annual financial statements and fees invoiced for
other services rendered by BDO USA, LLP (amounts in thousands):

Year Ended
December 31,
2017 2016
AUAIE TEES (Do ettt et e e e e ettt et e e e e eaeeneeeeeaeeaeenenens $ 1,303 § 1,147
AUIt-TElAted FEES P).......oiiiiiiicee et 55 72
TAX FEES ...ttt s e — 5
TOtAL....c..oiiiii e $ 1,358 $ 1,224
(1)  Audit fees include amounts for the following professional services:
audit of the Company’s annual financial statements for fiscal years 2017 and 2016;
. attestation services, technical consultations and advisory services in connection with Section 404 of the
Sarbanes-Oxley Act of 2002;
. reviews of the financial statements included in the Company’s Quarterly Reports on Form 10-Q;
. statutory and regulatory audits, consents and other services related to SEC matters; and
. professional services provided in connection with other statutory and regulatory filings.
(2) Audit-related fees include amounts for the following professional services:
. audit of the Company’s employee benefit program;
. evaluations of service organization controls under the Statement on Standards for Attestation
Engagements (SSAE) No. 18; and
. professional services provided in connection with proposed accounting and reporting standards.

(3) Tax fees include amounts for planning (domestic and international), advisory and compliance services. In
connection with the Company’s change in auditors to BDO USA, LLP in 2015, we no longer use our external
auditor for the performance of tax services

In making its recommendation to ratify the appointment of BDO USA, LLP as the Company’s independent registered
public accounting firm for the fiscal year ending December 31, 2018, the Audit Committee has considered whether
services other than audit and audit-related services provided by BDO USA, LLP are compatible with maintaining the
independence of BDO USA, LLP.

Audit Committee Pre-Approval of Audit and Permissible Non-Audit Services of Independent Registered Public
Accounting Firm

The Audit Committee pre-approves all audit and permissible non-audit services provided by its independent registered
public accounting firm. These services may include audit services, audit-related services, tax services and other
services. The Audit Committee has adopted a policy for the pre-approval of services provided by its independent
registered public accounting firm. Under the policy, pre-approval is generally provided for up to one year and any pre-
approval is detailed as to the particular service or category of services and is subject to a specific budget. In addition,
the Audit Committee may also pre-approve particular services on a case-by-case basis. For each proposed service, the
independent registered public accounting firm is required to provide detailed back-up documentation at the time of
approval. The hours expended on the engagement to audit the Company’s financial statements for fiscal year 2017
were not attributed to work performed by persons other than BDO USA, LLP’s full-time, permanent employees. All of
the services described in the table above were approved in conformity with the Audit Committee’s pre-approval
process for independent registered public accounting firm fees.
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REPORT OF THE AUDIT COMMITTEE

The information contained in the following report shall not be deemed to be “soliciting material” or to be “filed” with
the Securities and Exchange Commission, nor shall such information be incorporated by reference into any future
filing under the Securities Act of 1933, as amended, or the Securities Exchange Act of 1934, as amended, except to the
extent that the Company specifically incorporates it by reference in such filing.

The Audit Committee of the Board currently consists of Messrs. Kilburn, Fox, Judge, and Congemi and Mses. Raney and
Mullarkey. Mr. Fox serves as Chair of the Audit Committee. The Board has determined that each member of the Audit
Committee meets the experience requirements of the rules and regulations of the NYSE and the SEC, as currently applicable
to the Company. The Board has also determined that each member of the Audit Committee meets the independence
requirements of the rules and regulations of the NYSE and the SEC, as currently applicable to the Company.

The Audit Committee operates under a written charter approved by the Board. A copy of the charter is available on our
website at ir.everi.com/investor-relations/corporate-governance/governance-documents.

The primary function of the Audit Committee is to assist the Board in fulfilling its oversight responsibilities by
reviewing financial reports and other financial information provided by the Company to any governmental body or the
public, the Company’s systems of internal controls regarding finance, accounting, legal compliance and ethics that
management and the Board have established, and the Company’s auditing, accounting and financial reporting
processes generally. The Audit Committee annually recommends to the Board the appointment of an independent
registered public accounting firm to audit the consolidated financial statements and internal controls over financial
reporting of the Company and meets with such personnel of the Company to review the scope and the results of the
annual audits, the amount of audit fees, the Company’s internal controls over financial reporting, the Company’s
consolidated financial statements in the Company’s Annual Report on Form 10-K and other related matters.

The Audit Committee has reviewed and discussed with management the consolidated financial statements for fiscal
year 2017 audited by BDO USA, LLP, the Company’s independent registered public accounting firm for its fiscal year
ended December 31, 2017, and management’s assessment of internal controls over financial reporting. The Audit
Committee has discussed with BDO USA, LLP various matters related to the financial statements, including those
matters required to be discussed under the Public Company Accounting Oversight Board Auditing Standard No. 1301
Communication with Audit Committees. The Audit Committee has also received the written disclosures regarding
auditors’ independence required by the Public Company Accounting Oversight Board Ethics and Independence rule
3526 “Communications with Audit Committees Concerning Independence,” and has discussed with BDO USA, LLP
its independence. Based upon such review and discussions, the Audit Committee recommended to the Board that the
audited consolidated financial statements be included in the Company’s Annual Report on Form 10-K for the year
ended December 31, 2017 for filing with the SEC.

The Audit Committee and the Board also has recommended, subject to stockholder ratification, the selection of BDO
USA, LLP as our independent registered public accounting firm for the year ending December 31, 2018.

Members of the Audit Committee:

Linster W. Fox (Chair)
E. Miles Kilburn
Geoffrey P. Judge
Ronald V. Congemi
Eileen F. Raney
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SECTION 16(a) BENEFICIAL OWNERSHIP REPORTING COMPLIANCE

Section 16(a) of the Exchange Act requires the Company’s directors, executive officers and any persons who directly
or indirectly hold more than 10% of our Common Stock (“Reporting Persons”) to file reports of ownership and
changes in ownership with the SEC. Reporting Persons are required by SEC regulations to furnish the Company with
copies of all Section 16(a) forms they file.

Based solely on its review of the copies of such forms received and written representations from certain Reporting
Persons that no such forms were required, the Company believes that during fiscal year 2017, all Reporting Persons
complied with the applicable filing requirements on a timely basis, except that (i) E. Miles Kilburn, Geoffrey P. Judge,
Ronald V. Congemi, Linster W. Fox and Eileen F. Raney, each of whom served as a non-employee director of the
Company during 2017, (ii) Michel D. Rumbolz, Randy L. Taylor, David J. Lucchese, Edward A. Peters, Juliet A. Lim
and Dean A. Ehrlich, each of whom served as an executive officer of the Company during 2017, and (iii) Todd A.
Valli, who served as a senior vice president and Chief Accounting Officer of the Company, each filed a single late
Form 4 on March 20, 2017 with respect to an option grant to purchase shares of the Company’s Common Stock that
occurred on March 8, 2017.

OTHER MATTERS

As of the date of this Proxy Statement, the Company knows of no other matters that will be presented for consideration
at the Annual Meeting. If any other matters properly come before the Annual Meeting, it is intended that proxies in the
enclosed form will be voted in respect thereof in accordance with the judgments of the person voting the proxies.

ANNUAL REPORT TO STOCKHOLDERS AND ANNUAL REPORT ON FORM 10-K

The 2017 Annual Report, including the Company’s audited financial statements, is being delivered with this Proxy
Statement, but is not incorporated into this Proxy Statement and is not to be considered a part of these proxy materials
or subject to Regulations 14A or 14C or to the liabilities of Section 18 of the Exchange Act. The information contained
in the “Compensation Committee Report” and the “Report of the Audit Committee” shall not be deemed “filed” with
the SEC or subject to Regulations 14A or 14C or to the liabilities of Section 18 of the Exchange Act.

We will provide a copy of the Company’s Annual Report on Form 10-K for the fiscal year ended December 31, 2017,
to each stockholder as of the Record Date, without charge, upon written request to Corporate Secretary, Everi
Holdings Inc., 7250 South Tenaya Way, Suite 100, Las Vegas, Nevada, 89113. Any exhibits listed in the Annual
Report on Form 10-K for the fiscal year ended December 31, 2017 also will be furnished upon written request at the
actual expense we incur in furnishing such exhibits.

By Order of the Board of Directors,
/s/ Michael D. Rumbolz

Michael D. Rumbolz

President and Chief Executive Officer

Las Vegas, Nevada
April 20, 2018
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APPENDIX A
RECONCILIATION OF NON-GAAP MEASURES

The following table presents a reconciliation of our GAAP financial measure to Adjusted EBITDA, the most
comparable non-GAAP financial measure included in this Proxy Statement:

Year Ended
December 31, 2017
Reconciliation of Net
Loss to EBITDA and

Adjusted EBITDA
(in thousands)

INEE LOSS 1.viuvivieriiietiet ettt ettt et et ete et e se et e ssete b e st et e st ete b essesessete s ess et essete s essebe st esseseseebesbese s eseebe s ese et ereetesneris $ (51,903)
TNCOME tAX DEINETIL ..c..eueiiiiieiieee ettt ettt sb e b ettt nee (20,164)
Loss on extinguiShment 0f debt........c.cocoiiireiiiiiineiinerc ettt 51,750
Interest expense, Net Of INTETESt INCOMEC.......cverierieriertirtietieieieiestestesteeteeresreeeeseessessessessessesseeseaseessensenses 102,136

OPerating IMCOINE ..........ocooiiiiiiiiieiiteee ettt ettt ae sttt s et e b e s e e st et et ebeeseneebeneenen $ 81,819
Plus: depreciation and amortization.... 116,787

EBITDA .....ccooooiiiiiiccee $ 198,606
Non-cash stock compensation expense . 6,411
Accretion 0f CONIACT TIZNES .....euieuiieiiitiietite ettt st s et se b eenas 7,819

Adjusted EBITDAD ...ttt b et eb et es st esesese s $ 212,836

(1) We define Adjusted EBITDA as earnings (loss) before interest, taxes, depreciation and amortization, non-cash
stock compensation expense and accretion of contract rights.

We present Adjusted EBITDA as we use this measure to manage our business and consider this measure to be
supplemental to our operating performance. We also make certain compensation decisions based, in part, on our
operating performance, as measured by Adjusted EBITDA; and our credit facility, senior secured notes and senior
unsecured notes require us to comply with a consolidated secured leverage ratio that includes performance metrics
substantially similar to Adjusted EBITDA. Adjusted EBITDA is not a measure of financial performance under GAAP.
Accordingly, Adjusted EBITDA should not be considered in isolation or as a substitute for, and should be read in
conjunction with, our operating income data prepared in accordance with GAAP.



APPENDIX B
PROPOSED AMENDMENT TO AMENDED AND RESTATED 2014 EQUITY INCENTIVE PLAN

EVERI HOLDINGS INC.

AMENDED AND RESTATED
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EVERI HOLDINGS INC.
AMENDED AND RESTATED 2014 EQUITY INCENTIVE PLAN

1. ESTABLISHMENT, PURPOSE AND TERM OF PLAN.

1.1 Establishment. The Everi Holdings Inc. 2014 Equity Incentive Plan, originally effective
as of May 15, 2014 (the “Effective Date "), is hereby amended and restated and continued as the Everi Holdings Inc.
2014 Amended and Restated Equity Incentive Plan (the “Plan "), effective as of May 23, 2017, the date of its approval
by the stockholders of the Company.

1.2 Purpose. The purpose of the Plan is to advance the interests of the Participating Company
Group and its stockholders by providing an incentive to attract, retain and reward persons performing services for the
Participating Company Group and by motivating such persons to contribute to the growth and profitability of the
Participating Company Group. The Plan seeks to achieve this purpose by providing for Awards in the form of
Options, Stock Appreciation Rights, Restricted Stock Awards, Restricted Stock Units, Performance Shares,
Performance Units, Cash-Based Awards and Other Stock-Based Awards.

1.3 Term of Plan. The Plan shall continue in effect until its termination by the Committee;
provided, however, that all Awards shall be granted, if at all, within ten (10) years from the Effective Date.

2. DEFINITIONS AND CONSTRUCTION.

2.1 Definitions. Whenever used herein, the following terms shall have their respective
meanings set forth below:

(a) “Affiliate” means (i) a parent entity, other than a Parent Corporation, that
directly, or indirectly through one or more intermediary entities, controls the Company or (ii) a subsidiary entity, other
than a Subsidiary Corporation, that is controlled by the Company directly or indirectly through one or more
intermediary entities. For this purpose, the terms “parent,” “subsidiary,” “control” and “controlled by” shall have the
meanings assigned such terms for the purposes of registration of securities on Form S-8 under the Securities Act.

99 <

(b) “Award” means any Option, Stock Appreciation Right, Restricted Stock
Purchase Right, Restricted Stock Bonus, Restricted Stock Unit, Performance Share, Performance Unit, Cash-Based
Award or Other Stock-Based Award granted under the Plan.

() “Award Agreement” means a written or electronic agreement between the
Company and a Participant setting forth the terms, conditions and restrictions applicable to an Award.

) “Board’” means the Board of Directors of the Company.

(e) “Cash-Based Award” means an Award denominated in cash and granted
pursuant to Section 11.

) “Cashless Exercise” means a Cashless Exercise as defined in Section 6.3(b)(i).

(€] “Cause’” means, unless such term or an equivalent term is otherwise defined by

the applicable Award Agreement or other written agreement between a Participant and a Participating Company
applicable to an Award, any of the following: (i) the Participant’s theft, dishonesty, willful misconduct, breach of
fiduciary duty for personal profit, or falsification of any Participating Company documents or records; (ii) the
Participant’s material failure to abide by a Participating Company’s code of conduct or other policies (including,
without limitation, policies relating to confidentiality and reasonable workplace conduct); (iii) the Participant’s
unauthorized use, misappropriation, destruction or diversion of any tangible or intangible asset or corporate
opportunity of a Participating Company (including, without limitation, the Participant’s improper use or disclosure of
a Participating Company’s confidential or proprietary information); (iv) any intentional act by the Participant which
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has a material detrimental effect on a Participating Company’s reputation or business; (v) the Participant’s repeated
failure to perform any reasonable assigned duties after written notice from a Participating Company of, and a
reasonable opportunity to cure, such failure; (vi) any material breach by the Participant of any employment, service,
non-disclosure, non-competition, non-solicitation or other similar agreement between the Participant and a
Participating Company, which breach is not cured pursuant to the terms of such agreement; or (vii) the Participant’s
conviction (including any plea of guilty or nolo contendere) of any criminal act involving fraud, dishonesty,
misappropriation or moral turpitude, or which impairs the Participant’s ability to perform his or her duties with a
Participating Company.

(h) “Change in Control” means, unless such term or an equivalent term is otherwise
defined by the applicable Award Agreement or other written agreement between the Participant and a Participating
Company applicable to an Award, the occurrence of any one or a combination of the following:

(i) any “person” (as such term is used in Sections 13(d) and 14(d) of the
Exchange Act) becomes the “beneficial owner” (as such term is defined in Rule 13d-3 under the Exchange Act),
directly or indirectly, of securities of the Company representing more than fifty percent (50%) of the total Fair Market
Value or total combined voting power of the Company’s then-outstanding securities entitled to vote generally in the
election of Directors; provided, however, that a Change in Control shall not be deemed to have occurred if such degree
of beneficial ownership results from any of the following: (A) an acquisition by any person who on the Effective Date
is the beneficial owner of more than fifty percent (50%) of such voting power, (B) any acquisition directly from the
Company, including, without limitation, pursuant to or in connection with a public offering of securities, (C) any
acquisition by the Company, (D) any acquisition by a trustee or other fiduciary under an employee benefit plan of a
Participating Company or (E) any acquisition by an entity owned directly or indirectly by the stockholders of the
Company in substantially the same proportions as their ownership of the voting securities of the Company; or

(ii) an Ownership Change Event or series of related Ownership Change
Events (collectively, a “Transaction ) in which the stockholders of the Company immediately before the Transaction
do not retain immediately after the Transaction direct or indirect beneficial ownership of more than fifty percent (50%)
of the total combined voting power of the outstanding securities entitled to vote generally in the election of Directors
or, in the case of an Ownership Change Event described in Section 2.1(ee)(iii), the entity to which the assets of the
Company were transferred (the “Transferee”), as the case may be; or

(iii) a date specified by the Committee following approval by the
stockholders of a plan of complete liquidation or dissolution of the Company;

provided, however, that a Change in Control shall be deemed not to include a transaction described in subsections (i)
or (ii) of this Section 2.1(h) in which a majority of the members of the board of directors of the continuing, surviving
or successor entity, or parent thereof, immediately after such transaction is comprised of Incumbent Directors.

For purposes of the preceding sentence, indirect beneficial ownership shall include, without limitation, an
interest resulting from ownership of the voting securities of one or more corporations or other business entities which
own the Company or the Transferee, as the case may be, either directly or through one or more subsidiary corporations
or other business entities. The Committee shall determine whether multiple events described in subsections (i), (ii)
and (iii) of this Section 2.1(h) are related and to be treated in the aggregate as a single Change in Control, and its
determination shall be final, binding and conclusive.

(i) “Code” means the Internal Revenue Code of 1986, as amended, and any
applicable regulations and administrative guidelines promulgated thereunder.

G) “Committee ” means the Compensation Committee and such other committee or
subcommittee of the Board, if any, duly appointed to administer the Plan and having such powers in each instance as
shall be specified by the Board. If, at any time, there is no committee of the Board then authorized or properly
constituted to administer the Plan, the Board shall exercise all of the powers of the Committee granted herein, and, in
any event, the Board may in its discretion exercise any or all of such powers.
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k) “Company” means Global Cash Access Holdings, Inc., a Delaware corporation,
and any successor corporation thereto.

a “Consultant” means a person engaged to provide consulting or advisory services
(other than as an Employee or a Director) to a Participating Company, provided that the identity of such person, the
nature of such services or the entity to which such services are provided would not preclude the Company from
offering or selling securities to such person pursuant to the Plan in reliance on registration on Form S-8 under the
Securities Act.

(m) “Covered Employee” means, at any time the Plan is subject to Section 162(m),
any Employee who is or may reasonably be expected to become a “covered employee” as defined in Section 162(m),
or any successor statute, and who is designated, either as an individual Employee or a member of a class of
Employees, by the Committee no later than the earlier of (i) the date that is ninety (90) days after the beginning of the
Performance Period, or (ii) the date on which twenty-five percent (25%) of the Performance Period has elapsed, as a
“Covered Employee” under this Plan for such applicable Performance Period.

(n) “Director” means a member of the Board.

(0) “Disability” means, unless such term or an equivalent term is otherwise defined
by the applicable Award Agreement or other written agreement between the Participant and a Participating Company
applicable to an Award, the permanent and total disability of the Participant, within the meaning of Section 22(e)(3) of
the Code.

(p) “Dividend Equivalent Right” means the right of a Participant, granted at the
discretion of the Committee or as otherwise provided by the Plan, to receive a credit for the account of such Participant
in an amount equal to the cash dividends paid on one share of Stock for each share of Stock represented by an Award
held by such Participant.

()] “Employee’” means any person treated as an employee (including an Officer or a
Director who is also treated as an employee) in the records of a Participating Company and, with respect to any
Incentive Stock Option granted to such person, who is an employee for purposes of Section 422 of the Code; provided,
however, that neither service as a Director nor payment of a Director’s fee shall be sufficient to constitute employment
for purposes of the Plan. The Company shall determine in good faith and in the exercise of its discretion whether an
individual has become or has ceased to be an Employee and the effective date of such individual’s employment or
termination of employment, as the case may be. For purposes of an individual’s rights, if any, under the terms of the
Plan as of the time of the Company’s determination of whether or not the individual is an Employee, all such
determinations by the Company shall be final, binding and conclusive as to such rights, if any, notwithstanding that
the Company or any court of law or governmental agency subsequently makes a contrary determination as to such
individual’s status as an Employee.

(r) “Exchange Act”” means the Securities Exchange Act of 1934, as amended.

(s) “Fair Market Value” means, as of any date, the value of a share of Stock or other
property as determined by the Committee, in its discretion, or by the Company, in its discretion, if such determination
is expressly allocated to the Company herein, subject to the following:

(>i) Except as otherwise determined by the Committee, if, on such date, the
Stock is listed or quoted on a national or regional securities exchange or quotation system, the Fair Market Value of a
share of Stock shall be the closing price of a share of Stock as quoted on the national or regional securities exchange or
quotation system constituting the primary market for the Stock, as reported in The Wall Street Journal or such other
source as the Company deems reliable. If the relevant date does not fall on a day on which the Stock has traded on
such securities exchange or quotation system, the date on which the Fair Market Value shall be established shall be the
last day on which the Stock was so traded or quoted prior to the relevant date, or such other appropriate day as shall be
determined by the Committee, in its discretion.
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(ii) Notwithstanding the foregoing, the Committee may, in its discretion,
determine the Fair Market Value of a share of Stock on the basis of the opening, closing, or average of the high and
low sale prices of a share of Stock on such date or the preceding trading day, the actual sale price of a share of Stock
received by a Participant, any other reasonable basis using actual transactions in the Stock as reported on a national or
regional securities exchange or quotation system, or on any other basis consistent with the requirements of Section
409A. The Committee may vary its method of determination of the Fair Market Value as provided in this Section for
different purposes under the Plan to the extent consistent with the requirements of Section 409A.

(iii) If, on such date, the Stock is not listed or quoted on a national or regional
securities exchange or quotation system, the Fair Market Value of a share of Stock shall be as determined by the
Committee in good faith without regard to any restriction other than a restriction which, by its terms, will never lapse,
and in a manner consistent with the requirements of Section 409A.

®) “Full Value Award” means any Award settled in Stock, other than (i) an Option,
(i1) a Stock Appreciation Right, or (iii) a Restricted Stock Purchase Right or an Other Stock-Based Award under
which the Company will receive monetary consideration equal to the Fair Market Value (determined on the effective
date of grant) of the shares subject to such Award.

(u) “Incentive Stock Option” means an Option intended to be (as set forth in the
Award Agreement) and which qualifies as an incentive stock option within the meaning of Section 422(b) of the Code.

) “Incumbent Director” means a director who either (i) is a member of the Board
as of the Effective Date or (ii) is elected, or nominated for election, to the Board with the affirmative votes of at least a
majority of the Incumbent Directors at the time of such election or nomination (but excluding a director who was
elected or nominated in connection with an actual or threatened proxy contest relating to the election of directors of the
Company).

(w) “Insider” means an Officer, a Director or other person whose transactions in
Stock are subject to Section 16 of the Exchange Act.

(x) “Net Exercise” means a Net Exercise as defined in Section 6.3(b)(iii).

) “Nonemployee Director” means a Director who is not an Employee.

() “Nonemployee Director Award” means any Award granted to a Nonemployee
Director.

(aa) “Nonstatutory Stock Option” means an Option not intended to be (as set forth in

the Award Agreement) or which does not qualify as an incentive stock option within the meaning of Section 422(b) of
the Code.

(bb) “Officer” means any person designated by the Board as an officer of the
Company.

(co) “Option” means an Incentive Stock Option or a Nonstatutory Stock Option
granted pursuant to the Plan.

(dd) “Other Stock-Based Award” means an Award denominated in shares of Stock
and granted pursuant to Section 11.

(ee) “Ownership Change Event” means the occurrence of any of the following with
respect to the Company: (i) the direct or indirect sale or exchange in a single or series of related transactions by the
stockholders of the Company of securities of the Company representing more than fifty percent (50%) of the total
combined voting power of the Company’s then outstanding securities entitled to vote generally in the election of
Directors; (ii) a merger or consolidation in which the Company is a party; or (iii) the sale, exchange, or transfer of all
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or substantially all of the assets of the Company (other than a sale, exchange or transfer to one or more subsidiaries of
the Company).

(fH) “Parent Corporation” means any present or future “parent corporation” of the
Company, as defined in Section 424(e) of the Code.

(gg) “Participant” means any eligible person who has been granted one or more
Awards.

(hh) “Participating Company” means the Company or any Parent Corporation,
Subsidiary Corporation or Affiliate.

(ii) “Participating Company Group ’ means, at any point in time, the Company and
all other entities collectively which are then Participating Companies.

aGn “Performance Award” means an Award of Performance Shares or Performance
Units.

(kk) “Performance Award Formula’ means, for any Performance Award, a formula
or table established by the Committee pursuant to Section 10.3 which provides the basis for computing the value of a
Performance Award at one or more levels of attainment of the applicable Performance Goal(s) measured as of the end
of the applicable Performance Period.

()] “Performance-Based Compensation” means compensation under an Award that
satisfies the requirements of Section 162(m) for certain performance-based compensation paid to Covered Employees.

(mm)  “Performance Goal” means a performance goal established by the Committee
pursuant to Section 10.3.

(nn) “Performance Period” means a period established by the Committee pursuant to
Section 10.3 at the end of which one or more Performance Goals are to be measured.

(00) “Performance Share” means a right granted to a Participant pursuant to
Section 10 to receive a payment equal to the value of a Performance Share, as determined by the Committee, based
upon attainment of applicable Performance Goal(s).

(rp) “Performance Unit” means a right granted to a Participant pursuant to
Section 10 to receive a payment equal to the value of a Performance Unit, as determined by the Committee, based
upon attainment of applicable Performance Goal(s).

(qq9) “Predecessor Plan”’ means the Company’s 2005 Stock Incentive Plan.

(rr) “Restricted Stock Award” means an Award of a Restricted Stock Bonus or a
Restricted Stock Purchase Right.

(ss) “Restricted Stock Bonus” means Stock granted to a Participant pursuant to
Section 8.

(tt) “Restricted Stock Purchase Right” means a right to purchase Stock granted to a
Participant pursuant to Section 8.

(uu) “Restricted Stock Unit” means a right granted to a Participant pursuant to

Section 9 to receive on a future date or occurrence of a future event a share of Stock or cash in lieu thereof, as
determined by the Committee.
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(vv) “Rule 16b-3” means Rule 16b-3 under the Exchange Act, as amended from time
to time, or any successor rule or regulation.

(ww)  “SAR” or “Stock Appreciation Right” means a right granted to a Participant
pursuant to Section 7 to receive payment, for each share of Stock subject to such Award, of an amount equal to the
excess, if any, of the Fair Market Value of a share of Stock on the date of exercise of the Award over the exercise price
thereof.

(xx) “Section 162(m)” means Section 162(m) of the Code.
(yy) “Section 4094 means Section 409A of the Code.

(zz) “Section 4094 Deferred Compensation” means compensation provided
pursuant to an Award that constitutes nonqualified deferred compensation within the meaning of Section 409A.

(aaa)  “Securities Act” means the Securities Act of 1933, as amended.

(bbb)  “Service” means a Participant’s employment or service with the Participating
Company Group, whether as an Employee, a Director or a Consultant. Unless otherwise provided by the Committee,
a Participant’s Service shall not be deemed to have terminated merely because of a change in the capacity in which the
Participant renders Service or a change in the Participating Company for which the Participant renders Service,
provided that there is no interruption or termination of the Participant’s Service. Furthermore, a Participant’s Service
shall not be deemed to have been interrupted or terminated if the Participant takes any military leave, sick leave, or
other bona fide leave of absence approved by the Company. However, unless otherwise provided by the Committee,
if any such leave taken by a Participant exceeds ninety (90) days, then on the ninety-first (91st) day following the
commencement of such leave the Participant’s Service shall be deemed to have terminated, unless the Participant’s
right to return to Service is guaranteed by statute or contract. Notwithstanding the foregoing, unless otherwise
designated by the Company or required by law, an unpaid leave of absence shall not be treated as Service for purposes
of determining vesting under the Participant’s Award Agreement. A Participant’s Service shall be deemed to have
terminated either upon an actual termination of Service or upon the business entity for which the Participant performs
Service ceasing to be a Participating Company. Subject to the foregoing, the Company, in its discretion, shall
determine whether the Participant’s Service has terminated and the effective date of and reason for such termination.

(cec)  “Stock” means the Common Stock, par value $0.001 per share, of the Company,
as adjusted from time to time in accordance with Section 4.4.

(ddd) “Stock Tender Exercise” means a Stock Tender Exercise as defined in
Section 6.3(b)(ii).

(eee)  “Subsidiary Corporation” means any present or future “subsidiary corporation”
of the Company, as defined in Section 424(f) of the Code.

(fff) “Ten Percent Owner” means a Participant who, at the time an Option is granted
to the Participant, owns stock possessing more than ten percent (10%) of the total combined voting power of all classes
of stock of a Participating Company (other than an Affiliate) within the meaning of Section 422(b)(6) of the Code.

(ggg) “Trading Compliance Policy” means the written policy of the Company
pertaining to the purchase, sale, transfer or other disposition of the Company’s equity securities by Directors, Officers,
Employees or other service providers who may possess material, nonpublic information regarding the Company or its
securities.

(hhh)  “Vesting Conditions” mean those conditions established in accordance with the
Plan prior to the satisfaction of which an Award or shares subject to an Award remain subject to forfeiture or a
repurchase option in favor of the Company exercisable for the Participant’s monetary purchase price, if any, for such
shares upon the Participant’s termination of Service or failure of a performance condition to be satisfied.
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2.2 Construction. Captions and titles contained herein are for convenience only and shall not
affect the meaning or interpretation of any provision of the Plan. Except when otherwise indicated by the context, the
singular shall include the plural and the plural shall include the singular. Use of the term “or” is not intended to be
exclusive, unless the context clearly requires otherwise.

3. ADMINISTRATION.

3.1 Administration by the Committee. The Plan shall be administered by the Committee.
All questions of interpretation of the Plan, of any Award Agreement or of any other form of agreement or other
document employed by the Company in the administration of the Plan or of any Award shall be determined by the
Committee, and such determinations shall be final, binding and conclusive upon all persons having an interest in the
Plan or such Award, unless fraudulent or made in bad faith. Any and all actions, decisions and determinations taken
or made by the Committee in the exercise of its discretion pursuant to the Plan or Award Agreement or other
agreement thereunder (other than determining questions of interpretation pursuant to the preceding sentence) shall be
final, binding and conclusive upon all persons having an interest therein. All expenses incurred in connection with the
administration of the Plan shall be paid by the Company.

3.2 Authority of Officers. Any Officer shall have the authority to act on behalf of the
Company with respect to any matter, right, obligation, determination or election that is the responsibility of or that is
allocated to the Company herein, provided that the Officer has apparent authority with respect to such matter, right,
obligation, determination or election.

33 Administration with Respect to Insiders. With respect to participation by Insiders in the
Plan, at any time that any class of equity security of the Company is registered pursuant to Section 12 of the Exchange
Act, the Plan shall be administered in compliance with the requirements, if any, of Rule 16b-3.

34 Committee Complying with Section 162(m). If the Company is a “publicly held
corporation” within the meaning of Section 162(m), the Board may establish a Committee of “outside directors”
within the meaning of Section 162(m) to approve the grant of any Award intended to result in the payment of
Performance-Based Compensation.

3.5 Powers of the Committee. In addition to any other powers set forth in the Plan and
subject to the provisions of the Plan, the Committee shall have the full and final power and authority, in its discretion:

(a) to determine the persons to whom, and the time or times at which, Awards shall
be granted and the number of shares of Stock, units or monetary value to be subject to each Award;

(b) to determine the type of Award granted,;

(c) to determine whether an Award granted to a Covered Employee shall be intended
to result in Performance-Based Compensation;

) to determine the Fair Market Value of shares of Stock or other property;

(e) to determine the terms, conditions and restrictions applicable to each Award
(which need not be identical) and any shares acquired pursuant thereto, including, without limitation, (i) the exercise
or purchase price of shares pursuant to any Award, (ii) the method of payment for shares purchased pursuant to any
Award, (iii) the method for satisfaction of any tax withholding obligation arising in connection with any Award,
including by the withholding or delivery of shares of Stock, (iv) the timing, terms and conditions of the exercisability
or vesting of any Award or any shares acquired pursuant thereto, (v) the Performance Measures, Performance Period,
Performance Award Formula and Performance Goals applicable to any Award and the extent to which such
Performance Goals have been attained, (vi) the time of expiration of any Award, (vii) the effect of any Participant’s
termination of Service on any of the foregoing, and (viii) all other terms, conditions and restrictions applicable to any
Award or shares acquired pursuant thereto not inconsistent with the terms of the Plan;
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® to determine whether an Award will be settled in shares of Stock, cash, other
property or in any combination thereof;

(€] to approve one or more forms of Award Agreement;

(h) to amend, modify, extend, cancel or renew any Award or to waive any restrictions
or conditions applicable to any Award or any shares acquired pursuant thereto;

(i) to accelerate, continue, extend or defer the exercisability or vesting of any Award
or any shares acquired pursuant thereto, including with respect to the period following a Participant’s termination of
Service;

G) to prescribe, amend or rescind rules, guidelines and policies relating to the Plan,
or to adopt sub-plans or supplements to, or alternative versions of, the Plan, including, without limitation, as the
Committee deems necessary or desirable to comply with the laws of, or to accommodate the tax policy, accounting
principles or custom of, foreign jurisdictions whose residents may be granted Awards; and

(k) to correct any defect, supply any omission or reconcile any inconsistency in the
Plan or any Award Agreement and to make all other determinations and take such other actions with respect to the
Plan or any Award as the Committee may deem advisable to the extent not inconsistent with the provisions of the Plan
or applicable law.

3.6 Option or SAR Repricing. Without the affirmative vote of holders of a majority of the
shares of Stock cast in person or by proxy at a meeting of the stockholders of the Company at which a quorum
representing a majority of all outstanding shares of Stock is present or represented by proxy, the Committee shall not
approve a program providing for either (a) the cancellation of outstanding Options or SARs having exercise prices per
share greater than the then Fair Market Value of a share of Stock (“Underwater Awards”) and the grant in substitution
therefor of new Options or SARs having a lower exercise price, Full Value Awards or payments in cash, or (b) the
amendment of outstanding Underwater Awards to reduce the exercise price thereof. This Section shall not be
construed to apply to (i) “issuing or assuming a stock option in a transaction to which Section 424(a) applies,” within
the meaning of Section 424 of the Code, (ii) adjustments pursuant to the assumption of or substitution for an Option or
SAR in a manner that would comply with Section 409A, or (iii) an adjustment pursuant to Section 4.4.

3.7 Indemnification. In addition to such other rights of indemnification as they may have as
members of the Board or the Committee or as officers or employees of the Participating Company Group, to the extent
permitted by applicable law, members of the Board or the Committee and any officers or employees of the
Participating Company Group to whom authority to act for the Board, the Committee or the Company is delegated
shall be indemnified by the Company against all reasonable expenses, including attorneys’ fees, actually and
necessarily incurred in connection with the defense of any action, suit or proceeding, or in connection with any appeal
therein, to which they or any of them may be a party by reason of any action taken or failure to act under or in
connection with the Plan, or any right granted hereunder, and against all amounts paid by them in settlement thereof
(provided such settlement is approved by independent legal counsel selected by the Company) or paid by them in
satisfaction of a judgment in any such action, suit or proceeding, except in relation to matters as to which it shall be
adjudged in such action, suit or proceeding that such person is liable for gross negligence, bad faith or intentional
misconduct in duties; provided, however, that within sixty (60) days after the institution of such action, suit or
proceeding, such person shall offer to the Company, in writing, the opportunity at its own expense to handle and
defend the same.

4. SHARES SUBJECT TO PLAN.

4.1 Maximum Number of Shares Issuable. Subject to adjustment as provided in
Sections 4.2, 4.3 and 4.4, the maximum aggregate number of shares of Stock that may be issued under the Plan shall be
equal to Eleven Million Eight Hundred Seventy Five Thousand (11,875,000) shares and shall consist of authorized but
unissued or reacquired shares of Stock or any combination thereof.
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4.2 Adjustment for Unissued or Forfeited Predecessor Plan Shares. The maximum
aggregate number of shares of Stock that may be issued under the Plan as set forth in Section 4.1 shall be cumulatively
increased from time to time by:

(a) the aggregate number of shares of Stock that remain available for the future grant
of awards under the Predecessor Plan immediately prior to its termination as of the Effective Date;

(b) the number of shares of Stock subject to that portion of any option or other award
outstanding pursuant to the Predecessor Plan as of the Effective Date which, on or after the Effective Date, expires or
is terminated or canceled for any reason without having been exercised or settled in full; and

() the number of shares of Stock acquired pursuant to the Predecessor Plan subject to
forfeiture or repurchase by the Company for an amount not greater than the Participant’s purchase price which, on or
after the Effective Date, is so forfeited or repurchased;

provided, however, that the aggregate number of shares of Stock authorized for issuance under the Predecessor Plan
that may become authorized for issuance under the Plan pursuant to this Section 4.2 shall not exceed One Million Nine
Hundred Thousand (1,900,000) shares.

4.3 Share Counting.

(a) Each share of Stock subject to an Award ether-than-aFul-Value-Award-shall be
et forth in Section 4.1 as one (1) share.—Each-one(1)-share-of Stoeksubjeet-to-aFull- Valae

st

counted against the limit s stbj ¢ ¢

(b) If an outstanding Award for any reason expires or is terminated or canceled
without having been exercised or settled in full, or if shares of Stock acquired pursuant to an Award subject to
forfeiture or repurchase are forfeited or repurchased by the Company for an amount not greater than the Participant’s
purchase price, the shares of Stock allocable to the terminated portion of such Award or such forfeited or repurchased
shares of Stock shall again be available for issuance under the Plan. Shares of Stock shall not be deemed to have been
issued pursuant to the Plan with respect to any portion of an Award that is settled in cash. Upon payment in shares of
Stock pursuant to the exercise of an SAR, the number of shares available for issuance under the Plan shall be reduced
by the gross number of shares for which the SAR is exercised. If the exercise price of an Option is paid by tender to
the Company, or attestation to the ownership, of shares of Stock owned by the Participant, or by means of a Net-
Exercise, the number of shares available for issuance under the Plan shall be reduced by the gross number of shares for
which the Option is exercised. Shares purchased in the open market with proceeds from the exercise of Options shall
not be added to the limit set forth in Section 4.1. Shares withheld or reacquired by the Company in satisfaction of tax
withholding obligations pursuant to the exercise or settlement of Options or SARs pursuant to Section 16.2 shall not
again be available for issuance under the Plan. Shares withheld or reacquired by the Company in satisfaction of tax
withholding obligations pursuant to the vesting or settlement of Full Value Awards pursuant to Section 16.2 shall not
again become available for issuance under the Plan.

4.4 Adjustments for Changes in Capital Structure. Subject to any required action by the
stockholders of the Company and the requirements of Sections 409A and 424 of the Code to the extent applicable, in
the event of any change in the Stock effected without receipt of consideration by the Company, whether through
merger, consolidation, reorganization, reincorporation, recapitalization, reclassification, stock dividend, stock split,
reverse stock split, split-up, split-off, spin-off, combination of shares, exchange of shares, or similar change in the
capital structure of the Company, or in the event of payment of a dividend or distribution to the stockholders of the
Company in a form other than Stock (excepting regular, periodic cash dividends) that has a material effect on the Fair
Market Value of shares of Stock, appropriate and proportionate adjustments shall be made in the number and kind of
shares subject to the Plan and to any outstanding Awards, the Award limits set forth in Section 5.3 and Section 5.4,
and in the exercise or purchase price per share under any outstanding Award in order to prevent dilution or
enlargement of Participants’ rights under the Plan. For purposes of the foregoing, conversion of any convertible
securities of the Company shall not be treated as “effected without receipt of consideration by the Company.” If a
majority of the shares which are of the same class as the shares that are subject to outstanding Awards are exchanged
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for, converted into, or otherwise become (whether or not pursuant to an Ownership Change Event) shares of another
corporation (the “New Shares ), the Committee may unilaterally amend the outstanding Awards to provide that such
Awards are for New Shares. In the event of any such amendment, the number of shares subject to, and the exercise or
purchase price per share of, the outstanding Awards shall be adjusted in a fair and equitable manner as determined by
the Committee, in its discretion. Any fractional share resulting from an adjustment pursuant to this Section shall be
rounded down to the nearest whole number and the exercise or purchase price per share shall be rounded up to the
nearest whole cent. In no event may the exercise or purchase price, if any, under any Award be decreased to an
amount less than the par value, if any, of the stock subject to such Award. The Committee in its discretion, may also
make such adjustments in the terms of any Award to reflect, or related to, such changes in the capital structure of the
Company or distributions as it deems appropriate, including modification of Performance Goals, Performance Award
Formulas and Performance Periods. The adjustments determined by the Committee pursuant to this Section shall be
final, binding and conclusive.

4.5 Assumption or Substitution of Awards. The Committee may, without affecting the
number of shares of Stock reserved or available hereunder, authorize the issuance or assumption of benefits under this
Plan in connection with any merger, consolidation, acquisition of property or stock, or reorganization upon such terms
and conditions as it may deem appropriate, subject to compliance with Section 409A and any other applicable
provisions of the Code.

5. ELIGIBILITY, PARTICIPATION AND AWARD LIMITATIONS.

5.1 Persons Eligible for Awards. Awards may be granted only to Employees, Consultants
and Directors.

5.2 Participation in the Plan. Awards are granted solely at the discretion of the Committee.
Eligible persons may be granted more than one Award. However, eligibility in accordance with this Section shall not
entitle any person to be granted an Award, or, having been granted an Award, to be granted an additional Award.

5.3 Incentive Stock Option Limitations.

(a) Maximum Number of Shares Issuable Pursuant to Incentive Stock Options.
Subject to adjustment as provided in Section 4.4, the maximum aggregate number of shares of Stock that may be
issued under the Plan pursuant to the exercise of Incentive Stock Options shall not exceed Eleven Million Eight
Hundred Seventy Five Thousand (11,875,000) shares. The maximum aggregate number of shares of Stock that may
be issued under the Plan pursuant to all Awards other than Incentive Stock Options shall be the number of shares
determined in accordance with Section 4.1, subject to adjustment as provided in Sections 4.2, 4.3 and 4.4.

(b) Persons Eligible. An Incentive Stock Option may be granted only to a person
who, on the effective date of grant, is an Employee of the Company, a Parent Corporation or a Subsidiary Corporation
(each being an “ISO-Qualifying Corporation”). Any person who is not an Employee of an ISO-Qualifying
Corporation on the effective date of the grant of an Option to such person may be granted only a Nonstatutory Stock
Option.

(©) Fair Market Value Limitation. To the extent that options designated as
Incentive Stock Options (granted under all stock plans of the Participating Company Group, including the Plan)
become exercisable by a Participant for the first time during any calendar year for stock having a Fair Market Value
greater than One Hundred Thousand Dollars ($100,000), the portion of such options which exceeds such amount shall
be treated as Nonstatutory Stock Options. For purposes of this Section, options designated as Incentive Stock Options
shall be taken into account in the order in which they were granted, and the Fair Market Value of stock shall be
determined as of the time the option with respect to such stock is granted. If the Code is amended to provide for a
limitation different from that set forth in this Section, such different limitation shall be deemed incorporated herein
effective as of the date and with respect to such Options as required or permitted by such amendment to the Code. If
an Option is treated as an Incentive Stock Option in part and as a Nonstatutory Stock Option in part by reason of the
limitation set forth in this Section, the Participant may designate which portion of such Option the Participant is
exercising. In the absence of such designation, the Participant shall be deemed to have exercised the Incentive Stock



Option portion of the Option first. Upon exercise the Option, shares issued pursuant to each such portion shall be
separately identified.

54 Section 162(m) Award Limits. Subject to adjustment as provided in Section 4.4, no
Covered Employee shall be granted within any fiscal year of the Company one or more Awards intended to qualify for
treatment as Performance-Based Compensation which in the aggregate are for more than Four Million (4,000,000)
shares or, if applicable, which could result in such Covered Employee receiving more than Three Million Dollars
($3,000,000.00) for each full fiscal year of the Company contained in the Performance Period for such Award.

5.5 Nonemployee Director Award Limits. Subject to adjustment as provided in Section 4.4,
no Nonemployee Director shall be granted within any fiscal year of the Company one or more Nonemployee Director
Awards which in the aggregate are for more than Three Hundred Thousand (300,000) shares.

5.6 Minimum Vesting. Except with respect to five percent (5%) of the maximum aggregate
number of shares of Stock that may be issued under the Plan, as provided in Section 4, no Award which vests on the
basis of the Participant’s continued Service shall vest earlier than one year following the date of grant of such Award,
and no Award which vests on the basis of attainment of performance goals shall provide for a performance period of
less than one year.

6. STOCK OPTIONS.

Options shall be evidenced by Award Agreements specifying the number of shares of Stock covered
thereby, in such form as the Committee shall establish. Such Award Agreements may incorporate all or any of the
terms of the Plan by reference and shall comply with and be subject to the following terms and conditions:

6.1 Exercise Price. The exercise price for each Option shall be established in the discretion of
the Committee; provided, however, that (a) the exercise price per share shall be not less than the Fair Market Value of
a share of Stock on the effective date of grant of the Option and (b) no Incentive Stock Option granted to a Ten Percent
Owner shall have an exercise price per share less than one hundred ten percent (110%) of the Fair Market Value of a
share of Stock on the effective date of grant of the Option. Notwithstanding the foregoing, an Option (whether an
Incentive Stock Option or a Nonstatutory Stock Option) may be granted with an exercise price lower than the
minimum exercise price set forth above if such Option is granted pursuant to an assumption or substitution for another
option in a manner that would qualify under the provisions of Section 409A or Section 424(a) of the Code.

6.2 Exercisability and Term of Options. Subject to the minimum vesting provisions of
Section 5.6, Options shall be exercisable at such time or times, or upon such event or events, and subject to such terms,
conditions, performance criteria and restrictions as shall be determined by the Committee and set forth in the Award
Agreement evidencing such Option; provided, however, that (a) no Option shall be exercisable after the expiration of
ten (10) years after the effective date of grant of such Option, and (b) no Incentive Stock Option granted to a Ten
Percent Owner shall be exercisable after the expiration of five (5) years after the effective date of grant of such Option.
Subject to the foregoing, unless otherwise specified by the Committee in the grant of an Option, each Option shall
terminate ten (10) years after the effective date of grant of the Option, unless earlier terminated in accordance with its
provisions. No Dividend Equivalent Rights will be paid with respect to Options.

6.3 Payment of Exercise Price.

(a) Forms of Consideration Authorized. Except as otherwise provided below,
payment of the exercise price for the number of shares of Stock being purchased pursuant to any Option shall be made
(1) in cash, by check or in cash equivalent; (ii) if permitted by the Committee and subject to the limitations contained in
Section 6.3(b), by means of (1) a Cashless Exercise, (2) a Stock Tender Exercise or (3) a Net Exercise; (iii) by such
other consideration as may be approved by the Committee from time to time to the extent permitted by applicable law,
or (iv) by any combination thereof. The Committee may at any time or from time to time grant Options which do not
permit all of the foregoing forms of consideration to be used in payment of the exercise price or which otherwise
restrict one or more forms of consideration.
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(b) Limitations on Forms of Consideration.

(i) Cashless Exercise. A “Cashless Exercise” means the delivery of a
properly executed notice of exercise together with irrevocable instructions to a broker providing for the assignment to
the Company of the proceeds of a sale or loan with respect to some or all of the shares being acquired upon the exercise
of the Option (including, without limitation, through an exercise complying with the provisions of Regulation T as
promulgated from time to time by the Board of Governors of the Federal Reserve System). The Company reserves, at
any and all times, the right, in the Company’s sole and absolute discretion, to establish, decline to approve or terminate
any program or procedures for the exercise of Options by means of a Cashless Exercise, including with respect to one
or more Participants specified by the Company notwithstanding that such program or procedures may be available to
other Participants.

(ii) Stock Tender Exercise. A “Stock Tender Exercise” means the
delivery of a properly executed exercise notice accompanied by a Participant’s tender to the Company, or attestation to
the ownership, in a form acceptable to the Company of whole shares of Stock owned by the Participant having a Fair
Market Value that does not exceed the aggregate exercise price for the shares with respect to which the Option is
exercised. A Stock Tender Exercise shall not be permitted if it would constitute a violation of the provisions of any
law, regulation or agreement restricting the redemption of the Company’s stock. If required by the Company, an
Option may not be exercised by tender to the Company, or attestation to the ownership, of shares of Stock unless such
shares either have been owned by the Participant for a period of time required by the Company (and not used for
another option exercise by attestation during such period) or were not acquired, directly or indirectly, from the
Company.

(iii) Net Exercise. A “Net Exercise” means the delivery of a properly
executed exercise notice followed by a procedure pursuant to which (1) the Company will reduce the number of shares
otherwise issuable to a Participant upon the exercise of an Option by the largest whole number of shares having a Fair
Market Value that does not exceed the aggregate exercise price for the shares with respect to which the Option is
exercised, and (2) the Participant shall pay to the Company in cash the remaining balance of such aggregate exercise
price not satisfied by such reduction in the number of whole shares to be issued.

6.4 Effect of Termination of Service.

(a) Option Exercisability. Subject to earlier termination of the Option as otherwise
provided by this Plan and unless otherwise provided by the Committee, an Option shall terminate immediately upon
the Participant’s termination of Service to the extent that it is then unvested and shall be exercisable after the
Participant’s termination of Service to the extent it is then vested only during the applicable time period determined in
accordance with this Section and thereafter shall terminate.

@) Disability. If the Participant’s Service terminates because of the
Disability of the Participant, the Option, to the extent unexercised and exercisable for vested shares on the date on
which the Participant’s Service terminated, may be exercised by the Participant (or the Participant’s guardian or legal
representative) at any time prior to the expiration of twelve (12) months (or such longer or shorter period provided by
the Award Agreement) after the date on which the Participant’s Service terminated, but in any event no later than the
date of expiration of the Option’s term as set forth in the Award Agreement evidencing such Option (the “Option
Expiration Date”).

(ii) Death. If the Participant’s Service terminates because of the death of
the Participant, the Option, to the extent unexercised and exercisable for vested shares on the date on which the
Participant’s Service terminated, may be exercised by the Participant’s legal representative or other person who
acquired the right to exercise the Option by reason of the Participant’s death at any time prior to the expiration of
twelve (12) months (or such longer or shorter period provided by the Award Agreement) after the date on which the
Participant’s Service terminated, but in any event no later than the Option Expiration Date. The Participant’s Service
shall be deemed to have terminated on account of death if the Participant dies within three (3) months (or such longer
or shorter period provided by the Award Agreement) after the Participant’s termination of Service.



(iii) Termination for Cause. Notwithstanding any other provision of the
Plan to the contrary, if the Participant’s Service is terminated for Cause or if, following the Participant’s termination of
Service and during any period in which the Option otherwise would remain exercisable, the Participant engages in any
act that would constitute Cause, the Option shall terminate in its entirety and cease to be exercisable immediately upon
such termination of Service or act.

(iv) Other Termination of Service. If the Participant’s Service terminates
for any reason, except Disability, death or Cause, the Option, to the extent unexercised and exercisable for vested
shares on the date on which the Participant’s Service terminated, may be exercised by the Participant at any time prior
to the expiration of three (3) months (or such longer or shorter period provided by the Award Agreement) after the date
on which the Participant’s Service terminated, but in any event no later than the Option Expiration Date.

(b) Extension if Exercise Prevented by Law. Notwithstanding the foregoing, other
than termination of Service for Cause, if the exercise of an Option within the applicable time periods set forth in
Section 6.4(a) is prevented by the provisions of Section 14 below, the Option shall remain exercisable until the later of
(1) thirty (30) days after the date such exercise first would no longer be prevented by such provisions or (ii) the end of
the applicable time period under Section 6.4(a), but in any event no later than the Option Expiration Date.

6.5 Transferability of Options. During the lifetime of the Participant, an Option shall be
exercisable only by the Participant or the Participant’s guardian or legal representative. An Option shall not be subject
in any manner to anticipation, alienation, sale, exchange, transfer, assignment, pledge, encumbrance, or garnishment
by creditors of the Participant or the Participant’s beneficiary, except transfer by will or by the laws of descent and
distribution. Notwithstanding the foregoing, to the extent permitted by the Committee, in its discretion, and set forth
in the Award Agreement evidencing such Option, an Option shall be assignable or transferable subject to the
applicable limitations, if any, described in the General Instructions to Form S-8 under the Securities Act or, in the case
of an Incentive Stock Option, only as permitted by applicable regulations under Section 421 of the Code in a manner
that does not disqualify such Option as an Incentive Stock Option.

7. STOCK APPRECIATION RIGHTS.

Stock Appreciation Rights shall be evidenced by Award Agreements specifying the number of
shares of Stock subject to the Award, in such form as the Committee shall establish. Such Award Agreements may
incorporate all or any of the terms of the Plan by reference and shall comply with and be subject to the following terms
and conditions:

7.1 Types of SARs Authorized. SARs may be granted in tandem with all or any portion of a
related Option (a “Tandem SAR’’) or may be granted independently of any Option (a “Freestanding SAR”). A
Tandem SAR may only be granted concurrently with the grant of the related Option. No Dividend Equivalent Rights
will be paid with respect to SARs.

7.2 Exercise Price. The exercise price for each SAR shall be established in the discretion of
the Committee; provided, however, that (a) the exercise price per share subject to a Tandem SAR shall be the exercise
price per share under the related Option and (b) the exercise price per share subject to a Freestanding SAR shall be not
less than the Fair Market Value of a share of Stock on the effective date of grant of the SAR. Notwithstanding the
foregoing, an SAR may be granted with an exercise price lower than the minimum exercise price set forth above if
such SAR is granted pursuant to an assumption or substitution for another stock appreciation right in a manner that
would qualify under the provisions of Section 409A of the Code.

7.3 Exercisability and Term of SARs.

(a) Tandem SARs. Tandem SARs shall be exercisable only at the time and to the
extent, and only to the extent, that the related Option is exercisable, subject to such provisions as the Committee may
specify where the Tandem SAR is granted with respect to less than the full number of shares of Stock subject to the
related Option. The Committee may, in its discretion, provide in any Award Agreement evidencing a Tandem SAR
that such SAR may not be exercised without the advance approval of the Company and, if such approval is not given,



then the Option shall nevertheless remain exercisable in accordance with its terms. A Tandem SAR shall terminate
and cease to be exercisable no later than the date on which the related Option expires or is terminated or canceled.
Upon the exercise of a Tandem SAR with respect to some or all of the shares subject to such SAR, the related Option
shall be canceled automatically as to the number of shares with respect to which the Tandem SAR was exercised.
Upon the exercise of an Option related to a Tandem SAR as to some or all of the shares subject to such Option, the
related Tandem SAR shall be canceled automatically as to the number of shares with respect to which the related
Option was exercised.

(b) Freestanding SARs. Subject to the minimum vesting provisions of Section 5.6,
freestanding SARs shall be exercisable at such time or times, or upon such event or events, and subject to such terms,
conditions, performance criteria and restrictions as shall be determined by the Committee and set forth in the Award
Agreement evidencing such SAR; provided, however, that no Freestanding SAR shall be exercisable after the
expiration of ten (10) years after the effective date of grant of such SAR. Subject to the foregoing, unless otherwise
specified by the Committee in the grant of a Freestanding SAR, each Freestanding SAR shall terminate ten (10) years
after the effective date of grant of the SAR, unless earlier terminated in accordance with its provisions.

7.4 Exercise of SARs. Upon the exercise (or deemed exercise pursuant to Section 7.5) of an
SAR, the Participant (or the Participant’s legal representative or other person who acquired the right to exercise the
SAR by reason of the Participant’s death) shall be entitled to receive payment of an amount for each share with respect
to which the SAR is exercised equal to the excess, if any, of the Fair Market Value of a share of Stock on the date of
exercise of the SAR over the exercise price. Payment of such amount shall be made (2) in the case of a Tandem SAR,
solely in shares of Stock in a lump sum upon the date of exercise of the SAR and (b) in the case of a Freestanding SAR,
in cash, shares of Stock, or any combination thereof as determined by the Committee, in a lump sum upon the date of
exercise of the SAR. When payment is to be made in shares of Stock, the number of shares to be issued shall be
determined on the basis of the Fair Market Value of a share of Stock on the date of exercise of the SAR. For purposes
of Section 7, an SAR shall be deemed exercised on the date on which the Company receives notice of exercise from
the Participant or as otherwise provided in Section 7.5.

7.5 Deemed Exercise of SARs. If, on the date on which an SAR would otherwise terminate or
expire, the SAR by its terms remains exercisable immediately prior to such termination or expiration and, if so
exercised, would result in a payment to the holder of such SAR, then any portion of such SAR which has not
previously been exercised shall automatically be deemed to be exercised as of such date with respect to such portion.

7.6 Effect of Termination of Service. Subject to earlier termination of the SAR as otherwise
provided herein and unless otherwise provided by the Committee, an SAR shall be exercisable after a Participant’s
termination of Service only to the extent and during the applicable time period determined in accordance with
Section 6.4 (treating the SAR as if it were an Option) and thereafter shall terminate.

7.7 Transferability of SARs. During the lifetime of the Participant, an SAR shall be
exercisable only by the Participant or the Participant’s guardian or legal representative. An SAR shall not be subject
in any manner to anticipation, alienation, sale, exchange, transfer, assignment, pledge, encumbrance, or garnishment
by creditors of the Participant or the Participant’s beneficiary, except transfer by will or by the laws of descent and
distribution. Notwithstanding the foregoing, to the extent permitted by the Committee, in its discretion, and set forth
in the Award Agreement evidencing such Award, a Tandem SAR related to a Nonstatutory Stock Option or a
Freestanding SAR shall be assignable or transferable subject to the applicable limitations, if any, described in the
General Instructions to Form S-8 under the Securities Act.

8. RESTRICTED STOCK AWARDS.

Restricted Stock Awards shall be evidenced by Award Agreements specifying whether the Award is
a Restricted Stock Bonus or a Restricted Stock Purchase Right and the number of shares of Stock subject to the Award,
in such form as the Committee shall establish. Such Award Agreements may incorporate all or any of the terms of the
Plan by reference and shall comply with and be subject to the following terms and conditions:

8.1 Types of Restricted Stock Awards Authorized. Restricted Stock Awards may be
granted in the form of either a Restricted Stock Bonus or a Restricted Stock Purchase Right. Restricted Stock Awards



may be granted upon such conditions as the Committee shall determine, including, without limitation, upon the
attainment of one or more Performance Goals described in Section 10.4. If either the grant of or satisfaction of
Vesting Conditions applicable to a Restricted Stock Award is to be contingent upon the attainment of one or more
Performance Goals, the Committee shall follow procedures substantially equivalent to those set forth in Sections 10.3
through 10.5(a).

8.2 Purchase Price. The purchase price for shares of Stock issuable under each Restricted
Stock Purchase Right shall be established by the Committee in its discretion. No monetary payment (other than
applicable tax withholding) shall be required as a condition of receiving shares of Stock pursuant to a Restricted Stock
Bonus, the consideration for which shall be services actually rendered to a Participating Company or for its benefit.
Notwithstanding the foregoing, if required by applicable state corporate law, the Participant shall furnish
consideration in the form of cash or past services rendered to a Participating Company or for its benefit having a value
not less than the par value of the shares of Stock subject to a Restricted Stock Award.

8.3 Purchase Period. A Restricted Stock Purchase Right shall be exercisable within a period
established by the Committee, which shall in no event exceed thirty (30) days from the effective date of the grant of the
Restricted Stock Purchase Right.

8.4 Payment of Purchase Price. Except as otherwise provided below, payment of the
purchase price for the number of shares of Stock being purchased pursuant to any Restricted Stock Purchase Right
shall be made (a) in cash, by check or in cash equivalent, (b) by such other consideration as may be approved by the
Committee from time to time to the extent permitted by applicable law, or (¢) by any combination thereof.

8.5 Vesting and Restrictions on Transfer. Subject to the minimum vesting provisions of
Section 5.6, shares issued pursuant to any Restricted Stock Award may be made subject to Vesting Conditions based
upon the satisfaction of such Service requirements, conditions, restrictions or performance criteria, including, without
limitation, Performance Goals as described in Section 10.4, as shall be established by the Committee and set forth in
the Award Agreement evidencing such Award. During any period in which shares acquired pursuant to a Restricted
Stock Award remain subject to Vesting Conditions, such shares may not be sold, exchanged, transferred, pledged,
assigned or otherwise disposed of other than pursuant to an Ownership Change Event or as provided in Section 8.8.
The Committee, in its discretion, may provide in any Award Agreement evidencing a Restricted Stock Award that, if
the satisfaction of Vesting Conditions with respect to any shares subject to such Restricted Stock Award would
otherwise occur on a day on which the sale of such shares would violate the provisions of the Trading Compliance
Policy, then satisfaction of the Vesting Conditions automatically shall be determined on the next trading day on which
the sale of such shares would not violate the Trading Compliance Policy. Upon request by the Company, each
Participant shall execute any agreement evidencing such transfer restrictions prior to the receipt of shares of Stock
hereunder and shall promptly present to the Company any and all certificates representing shares of Stock acquired
hereunder for the placement on such certificates of appropriate legends evidencing any such transfer restrictions.

8.6 Voting Rights; Dividends and Distributions. Except as provided in this Section, Section
8.5 and any Award Agreement, during any period in which shares acquired pursuant to a Restricted Stock Award
remain subject to Vesting Conditions, the Participant shall have all of the rights of a stockholder of the Company
holding shares of Stock, including the right to vote such shares and to receive all dividends and other distributions paid
with respect to such shares; provided, however, that such dividends and distributions shall be subject to the same
Vesting Conditions as the shares subject to the Restricted Stock Award with respect to which such dividends or
distributions were paid. In the event of a dividend or distribution paid in shares of Stock or other property or any other
adjustment made upon a change in the capital structure of the Company as described in Section 4.4, any and all new,
substituted or additional securities or other property (other than regular, periodic cash dividends) to which the
Participant is entitled by reason of the Participant’s Restricted Stock Award shall be immediately subject to the same
Vesting Conditions as the shares subject to the Restricted Stock Award with respect to which such dividends or
distributions were paid or adjustments were made.

8.7 Effect of Termination of Service. Unless otherwise provided by the Committee in the
Award Agreement evidencing a Restricted Stock Award, if a Participant’s Service terminates for any reason, whether
voluntary or involuntary (including the Participant’s death or disability), then (a) the Company shall have the option to
repurchase for the purchase price paid by the Participant any shares acquired by the Participant pursuant to a



Restricted Stock Purchase Right which remain subject to Vesting Conditions as of the date of the Participant’s
termination of Service and (b) the Participant shall forfeit to the Company any shares acquired by the Participant
pursuant to a Restricted Stock Bonus which remain subject to Vesting Conditions as of the date of the Participant’s
termination of Service. The Company shall have the right to assign at any time any repurchase right it may have,
whether or not such right is then exercisable, to one or more persons as may be selected by the Company.

8.8 Nontransferability of Restricted Stock Award Rights. Rights to acquire shares of Stock
pursuant to a Restricted Stock Award shall not be subject in any manner to anticipation, alienation, sale, exchange,
transfer, assignment, pledge, encumbrance or garnishment by creditors of the Participant or the Participant’s
beneficiary, except transfer by will or the laws of descent and distribution. All rights with respect to a Restricted
Stock Award granted to a Participant hereunder shall be exercisable during his or her lifetime only by such Participant
or the Participant’s guardian or legal representative.

9. RESTRICTED STOCK UNITS.

Restricted Stock Unit Awards shall be evidenced by Award Agreements specifying the number of
Restricted Stock Units subject to the Award, in such form as the Committee shall establish. Such Award Agreements
may incorporate all or any of the terms of the Plan by reference and shall comply with and be subject to the following
terms and conditions:

9.1 Grant of Restricted Stock Unit Awards. Restricted Stock Unit Awards may be granted
upon such conditions as the Committee shall determine, including, without limitation, upon the attainment of one or
more Performance Goals described in Section 10.4. If either the grant of a Restricted Stock Unit Award or the Vesting
Conditions with respect to such Award is to be contingent upon the attainment of one or more Performance Goals, the
Committee shall follow procedures substantially equivalent to those set forth in Sections 10.3 through 10.5(a).

9.2 Purchase Price. No monetary payment (other than applicable tax withholding, if any)
shall be required as a condition of receiving a Restricted Stock Unit Award, the consideration for which shall be
services actually rendered to a Participating Company or for its benefit. Notwithstanding the foregoing, if required by
applicable state corporate law, the Participant shall furnish consideration in the form of cash or past services rendered
to a Participating Company or for its benefit having a value not less than the par value of the shares of Stock issued
upon settlement of the Restricted Stock Unit Award.

9.3 Vesting. Subject to the minimum vesting provisions of Section 5.6, Restricted Stock Unit
Awards may be made subject to Vesting Conditions based upon the satisfaction of such Service requirements,
conditions, restrictions or performance criteria, including, without limitation, Performance Goals as described in
Section 10.4, as shall be established by the Committee and set forth in the Award Agreement evidencing such Award.
The Committee, in its discretion, may provide in any Award Agreement evidencing a Restricted Stock Unit Award
that, if the satisfaction of Vesting Conditions with respect to any shares subject to the Award would otherwise occur on
a day on which the sale of such shares would violate the provisions of the Trading Compliance Policy, then the
satisfaction of the Vesting Conditions automatically shall be determined on the first to occur of (a) the next trading day
on which the sale of such shares would not violate the Trading Compliance Policy or (b) the last day of the calendar
year in which the original vesting date occurred.

9.4 Voting Rights, Dividend Equivalent Rights and Distributions. Participants shall have
no voting rights with respect to shares of Stock represented by Restricted Stock Units until the date of the issuance of
such shares (as evidenced by the appropriate entry on the books of the Company or of a duly authorized transfer agent
of the Company). However, the Committee, in its discretion, may provide in the Award Agreement evidencing any
Restricted Stock Unit Award that the Participant shall be entitled to Dividend Equivalent Rights with respect to the
payment of cash dividends on Stock during the period beginning on the date such Award is granted and ending, with
respect to each share subject to the Award, on the earlier of the date the Award is settled or the date on which it is
terminated. Dividend Equivalent Rights, if any, shall be paid by crediting the Participant with a cash amount or with
additional whole Restricted Stock Units as of the date of payment of such cash dividends on Stock, as determined by
the Committee. The number of additional Restricted Stock Units (rounded to the nearest whole number), if any, to be
credited shall be determined by dividing (a) the amount of cash dividends paid on the dividend payment date with
respect to the number of shares of Stock represented by the Restricted Stock Units previously credited to the



Participant by (b) the Fair Market Value per share of Stock on such date. Such cash amount or additional Restricted
Stock Units shall be subject to the same terms and conditions, including vesting, and shall be settled in the same
manner and at the same time as the Restricted Stock Units originally subject to the Restricted Stock Unit Award. In
the event of a dividend or distribution paid in shares of Stock or other property or any other adjustment made upon a
change in the capital structure of the Company as described in Section 4.4, appropriate adjustments shall be made in
the Participant’s Restricted Stock Unit Award so that it represents the right to receive upon settlement any and all new,
substituted or additional securities or other property (other than regular, periodic cash dividends) to which the
Participant would be entitled by reason of the shares of Stock issuable upon settlement of the Award, and all such new,
substituted or additional securities or other property shall be immediately subject to the same Vesting Conditions as
are applicable to the Award. Dividend Equivalent Rights shall not be paid on unvested Restricted Stock Units but may
be accumulated and paid upon vesting or settlement of the Restricted Stock Units, as applicable.

9.5 Effect of Termination of Service. Unless otherwise provided by the Committee and set
forth in the Award Agreement evidencing a Restricted Stock Unit Award, if a Participant’s Service terminates for any
reason, whether voluntary or involuntary (including the Participant’s death or disability), then the Participant shall
forfeit to the Company any Restricted Stock Units pursuant to the Award which remain subject to Vesting Conditions
as of the date of the Participant’s termination of Service.

9.6 Settlement of Restricted Stock Unit Awards. The Company shall issue to a Participant
on the date on which Restricted Stock Units subject to the Participant’s Restricted Stock Unit Award vest or on such
other date determined by the Committee in compliance with Section 409A, if applicable, and set forth in the Award
Agreement one (1) share of Stock (and/or any other new, substituted or additional securities or other property pursuant
to an adjustment described in Section 9.4) for each Restricted Stock Unit then becoming vested or otherwise to be
settled on such date, subject to the withholding of applicable taxes, if any. If permitted by the Committee, the
Participant may elect, consistent with the requirements of Section 409A, to defer receipt of all or any portion of the
shares of Stock or other property otherwise issuable to the Participant pursuant to this Section, and such deferred
issuance date(s) and amount(s) elected by the Participant shall be set forth in the Award Agreement. Notwithstanding
the foregoing, the Committee, in its discretion, may provide for settlement of any Restricted Stock Unit Award by
payment to the Participant in cash of an amount equal to the Fair Market Value on the payment date of the shares of
Stock or other property otherwise issuable to the Participant pursuant to this Section.

9.7 Nontransferability of Restricted Stock Unit Awards. The right to receive shares
pursuant to a Restricted Stock Unit Award shall not be subject in any manner to anticipation, alienation, sale,
exchange, transfer, assignment, pledge, encumbrance, or garnishment by creditors of the Participant or the
Participant’s beneficiary, except transfer by will or by the laws of descent and distribution. All rights with respect to a
Restricted Stock Unit Award granted to a Participant hereunder shall be exercisable during his or her lifetime only by
such Participant or the Participant’s guardian or legal representative.

10. PERFORMANCE AWARDS.

Performance Awards shall be evidenced by Award Agreements in such form as the Committee shall
establish. Such Award Agreements may incorporate all or any of the terms of the Plan by reference and shall comply
with and be subject to the following terms and conditions:

10.1 Types of Performance Awards Authorized. Performance Awards may be granted in
the form of either Performance Shares or Performance Units. Each Award Agreement evidencing a Performance
Award shall specify the number of Performance Shares or Performance Units subject thereto, the Performance Award
Formula, the Performance Goal(s) and Performance Period applicable to the Award, and the other terms, conditions
and restrictions of the Award.

10.2 Initial Value of Performance Shares and Performance Units. Unless otherwise
provided by the Committee in granting a Performance Award, each Performance Share shall have an initial monetary
value equal to the Fair Market Value of one (1) share of Stock, subject to adjustment as provided in Section 4.4, on the
effective date of grant of the Performance Share, and each Performance Unit shall have an initial monetary value
established by the Committee at the time of grant. The final value payable to the Participant in settlement of a
Performance Award determined on the basis of the applicable Performance Award Formula will depend on the extent



to which Performance Goals established by the Committee are attained within the applicable Performance Period
established by the Committee.

10.3 Establishment of Performance Period, Performance Goals and Performance Award
Formula. In granting each Performance Award, the Committee shall establish in writing the applicable Performance
Period (subject to the minimum vesting provisions of Section 5.6), Performance Award Formula and one or more
Performance Goals which, when measured at the end of the Performance Period, shall determine on the basis of the
Performance Award Formula the final value of the Performance Award to be paid to the Participant. Unless otherwise
permitted in compliance with the requirements under Section 162(m) with respect to each Performance Award
intended to result in the payment of Performance-Based Compensation, the Committee shall establish the
Performance Goal(s) and Performance Award Formula applicable to each Performance Award no later than the earlier
of (a) the date ninety (90) days after the commencement of the applicable Performance Period or (b) the date on which
25% of the Performance Period has elapsed, and, in any event, at a time when the outcome of the Performance Goals
remains substantially uncertain. Once established, the Performance Goals and Performance Award Formula
applicable to a Performance Award intended to result in the payment of Performance-Based Compensation to a
Covered Employee shall not be changed during the Performance Period. The Company shall notify each Participant
granted a Performance Award of the terms of such Award, including the Performance Period, Performance Goal(s)
and Performance Award Formula.

10.4 Measurement of Performance Goals. Performance Goals shall be established by the
Committee on the basis of targets to be attained (“Performance Targets’) with respect to one or more measures of
business or financial performance (each, a “Performance Measure”), subject to the following:

(a) Performance Measures.  Performance Measures shall be calculated in
accordance with the Company’s financial statements, or, if such measures are not reported in the Company’s financial
statements, they shall be calculated in accordance with generally accepted accounting principles, a method used
generally in the Company’s industry, or in accordance with a methodology established by the Committee prior to the
grant of the Performance Award. As specified by the Committee, Performance Measures may be calculated with
respect to the Company and each Subsidiary Corporation consolidated therewith for financial reporting purposes, one
or more Subsidiary Corporations or such division or other business unit of any of them selected by the Committee.
Unless otherwise determined by the Committee prior to the grant of the Performance Award, the Performance
Measures applicable to the Performance Award shall be calculated prior to the accrual of expense for any Performance
Award for the same Performance Period and excluding the effect (whether positive or negative) on the Performance
Measures of any change in accounting standards or any unusual or infrequently occurring event or transaction, as
determined by the Committee, occurring after the establishment of the Performance Goals applicable to the
Performance Award. Each such adjustment, if any, shall be made solely for the purpose of providing a consistent
basis from period to period for the calculation of Performance Measures in order to prevent the dilution or enlargement
of the Participant’s rights with respect to a Performance Award. Performance Measures may be based upon one or
more of the following, as determined by the Committee:

(i) revenue;

(ii) sales;

(iii) expenses;

>iv) operating income;
) gross margin;

(vi) operating margin;

(vii) earnings before any one or more of: stock-based compensation expense,
interest, taxes, depreciation and amortization;



(viii)  pre-tax profit;

(ix) net operating income;
(x) net income;
(xi) economic value added;

(xii) free cash flow;

(xiii)  operating cash flow;

(xiv)  balance of cash, cash equivalents and marketable securities;
(xv) stock price;

(xvi)  earnings per share;

(xvii)  return on stockholder equity;

(xviii) return on capital;

(xix)  return on assets;

(xx) return on investment;

(xxi)  total stockholder return;

(xxii) employee satisfaction;

(xxiii) employee retention;

(xxiv) market share;

(xxv)  customer satisfaction;

(xxvi) product development;

(xxvii) research and development expenses;

(xxviii) completion of an identified special project; and

(xxix) completion of a joint venture or other corporate transaction.

(b) Performance Targets. Performance Targets may include a minimum, maximum,
target level and intermediate levels of performance, with the final value of a Performance Award determined under the
applicable Performance Award Formula by the Performance Target level attained during the applicable Performance
Period. A Performance Target may be stated as an absolute value, an increase or decrease in a value, or as a value
determined relative to an index, budget or other standard selected by the Committee.

10.5 Settlement of Performance Awards.

(a) Determination of Final Value. As soon as practicable following the completion
of the Performance Period applicable to a Performance Award, the Committee shall certify in writing the extent to



which the applicable Performance Goals have been attained and the resulting final value of the Award earned by the
Participant and to be paid upon its settlement in accordance with the applicable Performance Award Formula.

(b) Discretionary Adjustment of Award Formula. In its discretion, the Committee
may, either at the time it grants a Performance Award or at any time thereafter, provide for the positive or negative
adjustment of the Performance Award Formula applicable to a Performance Award granted to any Participant who is
not a Covered Employee to reflect such Participant’s individual performance in his or her position with the Company
or such other factors as the Committee may determine. If permitted under a Covered Employee’s Award Agreement,
the Committee shall have the discretion, on the basis of such criteria as may be established by the Committee, to
reduce some or all of the value of the Performance Award that would otherwise be paid to the Covered Employee upon
its settlement notwithstanding the attainment of any Performance Goal and the resulting value of the Performance
Award determined in accordance with the Performance Award Formula. No such reduction may result in an increase
in the amount payable upon settlement of another Participant’s Performance Award that is intended to result in
Performance-Based Compensation.

(c) Effect of Leaves of Absence. Unless otherwise required by law or a Participant’s
Award Agreement, payment of the final value, if any, of a Performance Award held by a Participant who has taken in
excess of thirty (30) days in unpaid leaves of absence during a Performance Period shall be prorated on the basis of the
number of days of the Participant’s Service during the Performance Period during which the Participant was not on an
unpaid leave of absence.

(d) Notice to Participants. As soon as practicable following the Committee’s
determination and certification in accordance with Sections 10.5(a) and (b), the Company shall notify each Participant
of the determination of the Committee.

(e) Payment in Settlement of Performance Awards. As soon as practicable
following the Committee’s determination and certification in accordance with Sections 10.5(a) and (b), but in any
event within the Short-Term Deferral Period described in Section 15.1 (except as otherwise provided below or
consistent with the requirements of Section 409A), payment shall be made to each eligible Participant (or such
Participant’s legal representative or other person who acquired the right to receive such payment by reason of the
Participant’s death) of the final value of the Participant’s Performance Award. Payment of such amount shall be made
in cash, shares of Stock, or a combination thereof as determined by the Committee. Unless otherwise provided in the
Award Agreement evidencing a Performance Award, payment shall be made in a lump sum. If permitted by the
Committee, the Participant may elect, consistent with the requirements of Section 409A, to defer receipt of all or any
portion of the payment to be made to the Participant pursuant to this Section, and such deferred payment date(s)
elected by the Participant shall be set forth in the Award Agreement. If any payment is to be made on a deferred basis,
the Committee may, but shall not be obligated to, provide for the payment during the deferral period of Dividend
Equivalent Rights or interest.

® Provisions Applicable to Payment in Shares. 1f payment is to be made in shares
of Stock, the number of such shares shall be determined by dividing the final value of the Performance Award by the
Fair Market Value of a share of Stock determined by the method specified in the Award Agreement. Shares of Stock
issued in payment of any Performance Award may be fully vested and freely transferable shares or may be shares of
Stock subject to Vesting Conditions as provided in Section 8.5. Any shares subject to Vesting Conditions shall be
evidenced by an appropriate Award Agreement and shall be subject to the provisions of Sections 8.5 through 8.8
above.

10.6 Voting Rights; Dividend Equivalent Rights and Distributions. Participants shall have
no voting rights with respect to shares of Stock represented by Performance Share Awards until the date of the
issuance of such shares, if any (as evidenced by the appropriate entry on the books of the Company or of a duly
authorized transfer agent of the Company). However, the Committee, in its discretion, may provide in the Award
Agreement evidencing any Performance Share Award that the Participant shall be entitled to Dividend Equivalent
Rights with respect to the payment of cash dividends on Stock during the period beginning on the date the Award is
granted and ending, with respect to each share subject to the Award, on the earlier of the date on which the
Performance Shares are settled or the date on which they are forfeited. Such Dividend Equivalent Rights, if any, shall
be credited to the Participant either in cash or in the form of additional whole Performance Shares as of the date of
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payment of such cash dividends on Stock, as determined by the Committee. The number of additional Performance
Shares (rounded to the nearest whole number), if any, to be so credited shall be determined by dividing (a) the amount
of cash dividends paid on the dividend payment date with respect to the number of shares of Stock represented by the
Performance Shares previously credited to the Participant by (b) the Fair Market Value per share of Stock on such
date. Dividend Equivalent Rights, if any, shall be accumulated and paid to the extent that the related Performance
Shares become nonforfeitable. Settlement of Dividend Equivalent Rights may be made in cash, shares of Stock, or a
combination thereof as determined by the Committee, and may be paid on the same basis as settlement of the related
Performance Share as provided in Section 10.5. Dividend Equivalent Rights shall not be paid with respect to
Performance Units. In the event of a dividend or distribution paid in shares of Stock or other property or any other
adjustment made upon a change in the capital structure of the Company as described in Section 4.4, appropriate
adjustments shall be made in the Participant’s Performance Share Award so that it represents the right to receive upon
settlement any and all new, substituted or additional securities or other property (other than regular, periodic cash
dividends) to which the Participant would be entitled by reason of the shares of Stock issuable upon settlement of the
Performance Share Award, and all such new, substituted or additional securities or other property shall be
immediately subject to the same Performance Goals as are applicable to the Award.

10.7 Effect of Termination of Service. Unless otherwise provided by the Committee and set
forth in the Award Agreement evidencing a Performance Award, the effect of a Participant’s termination of Service on
the Performance Award shall be as follows:

(a) Death or Disability. 1f the Participant’s Service terminates because of the death
or Disability of the Participant before the completion of the Performance Period applicable to the Performance Award,
the final value of the Participant’s Performance Award shall be determined by the extent to which the applicable
Performance Goals have been attained with respect to the entire Performance Period and shall be prorated based on the
number of months of the Participant’s Service during the Performance Period. Payment shall be made following the
end of the Performance Period in any manner permitted by Section 10.5.

(b) Other Termination of Service. 1If the Participant’s Service terminates for any
reason except death or Disability before the completion of the Performance Period applicable to the Performance
Award, such Award shall be forfeited in its entirety; provided, however, that in the event of an involuntary termination
of the Participant’s Service, the Committee, in its discretion, may waive the automatic forfeiture of all or any portion
of any such Award and determine the final value of the Performance Award in the manner provided by
Section 10.7(a). Payment of any amount pursuant to this Section shall be made following the end of the Performance
Period in any manner permitted by Section 10.5.

10.8 Nontransferability of Performance Awards. Prior to settlement in accordance with the
provisions of the Plan, no Performance Award shall be subject in any manner to anticipation, alienation, sale,
exchange, transfer, assignment, pledge, encumbrance, or garnishment by creditors of the Participant or the
Participant’s beneficiary, except transfer by will or by the laws of descent and distribution. All rights with respect to a
Performance Award granted to a Participant hereunder shall be exercisable during his or her lifetime only by such
Participant or the Participant’s guardian or legal representative.

11. CASH-BASED AWARDS AND OTHER STOCK-BASED AWARDS.

Cash-Based Awards and Other Stock-Based Awards shall be evidenced by Award Agreements in
such form as the Committee shall establish. Such Award Agreements may incorporate all or any of the terms of the
Plan by reference and shall comply with and be subject to the following terms and conditions:

11.1 Grant of Cash-Based Awards. Subject to the provisions of the Plan, the Committee, at
any time and from time to time, may grant Cash-Based Awards to Participants in such amounts and upon such terms
and conditions, including the achievement of performance criteria, as the Committee may determine.

11.2 Grant of Other Stock-Based Awards. The Committee may grant other types of equity-
based or equity-related Awards not otherwise described by the terms of this Plan (including the grant or offer for sale
of unrestricted securities, stock-equivalent units, stock appreciation units, securities or debentures convertible into
common stock or other forms determined by the Committee) in such amounts and subject to such terms and conditions
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as the Committee shall determine. Other Stock-Based Awards may be made available as a form of payment in the
settlement of other Awards or as payment in lieu of compensation to which a Participant is otherwise entitled. Other
Stock-Based Awards may involve the transfer of actual shares of Stock to Participants, or payment in cash or
otherwise of amounts based on the value of Stock and may include, without limitation, Awards designed to comply
with or take advantage of the applicable local laws of jurisdictions other than the United States.

11.3 Value of Cash-Based and Other Stock-Based Awards. Each Cash-Based Award shall
specify a monetary payment amount or payment range as determined by the Committee. Each Other Stock-Based
Award shall be expressed in terms of shares of Stock or units based on such shares of Stock, as determined by the
Committee. Subject to the minimum vesting provisions of Section 5.6, the Committee may require the satisfaction of
such Service requirements, conditions, restrictions or performance criteria, including, without limitation, Performance
Goals as described in Section 10.4, as shall be established by the Committee and set forth in the Award Agreement
evidencing such Award. If the Committee exercises its discretion to establish performance criteria, the final value of
Cash-Based Awards or Other Stock-Based Awards that will be paid to the Participant will depend on the extent to
which the performance criteria are met. The establishment of performance criteria with respect to the grant or vesting
of any Cash-Based Award or Other Stock-Based Award intended to result in Performance-Based Compensation shall
follow procedures substantially equivalent to those applicable to Performance Awards set forth in Section 10.

114 Payment or Settlement of Cash-Based Awards and Other Stock-Based Awards.
Payment or settlement, if any, with respect to a Cash-Based Award or an Other Stock-Based Award shall be made in
accordance with the terms of the Award, in cash, shares of Stock or other securities or any combination thereof as the
Committee determines. The determination and certification of the final value with respect to any Cash-Based Award
or Other Stock-Based Award intended to result in Performance-Based Compensation shall comply with the
requirements applicable to Performance Awards set forth in Section 10. To the extent applicable, payment or
settlement with respect to each Cash-Based Award and Other Stock-Based Award shall be made in compliance with
the requirements of Section 409A.

11.5 Voting Rights; Dividend Equivalent Rights and Distributions. Participants shall have
no voting rights with respect to shares of Stock represented by Other Stock-Based Awards until the date of the
issuance of such shares of Stock (as evidenced by the appropriate entry on the books of the Company or of a duly
authorized transfer agent of the Company), if any, in settlement of such Award. However, the Committee, in its
discretion, may provide in the Award Agreement evidencing any Other Stock-Based Award that the Participant shall
be entitled to Dividend Equivalent Rights with respect to the payment of cash dividends on Stock during the period
beginning on the date such Award is granted and ending, with respect to each share subject to the Award, on the earlier
of the date the Award is settled or the date on which it is terminated. Such Dividend Equivalent Rights, if any, shall be
paid in accordance with the provisions set forth in Section 9.4. Dividend Equivalent Rights shall not be granted with
respect to Cash-Based Awards. In the event of a dividend or distribution paid in shares of Stock or other property or
any other adjustment made upon a change in the capital structure of the Company as described in Section 4.4,
appropriate adjustments shall be made in the Participant’s Other Stock-Based Award so that it represents the right to
receive upon settlement any and all new, substituted or additional securities or other property (other than regular,
periodic cash dividends) to which the Participant would be entitled by reason of the shares of Stock issuable upon
settlement of such Award, and all such new, substituted or additional securities or other property shall be immediately
subject to the same Vesting Conditions and performance criteria, if any, as are applicable to the Award.

11.6 Effect of Termination of Service. Each Award Agreement evidencing a Cash-Based
Award or Other Stock-Based Award shall set forth the extent to which the Participant shall have the right to retain such
Award following termination of the Participant’s Service. Such provisions shall be determined in the discretion of the
Committee, need not be uniform among all Cash-Based Awards or Other Stock-Based Awards, and may reflect
distinctions based on the reasons for termination, subject to the requirements of Section 409A, if applicable.

11.7 Nontransferability of Cash-Based Awards and Other Stock-Based Awards. Prior to
the payment or settlement of a Cash-Based Award or Other Stock-Based Award, the Award shall not be subject in any
manner to anticipation, alienation, sale, exchange, transfer, assignment, pledge, encumbrance, or garnishment by
creditors of the Participant or the Participant’s beneficiary, except transfer by will or by the laws of descent and
distribution. The Committee may impose such additional restrictions on any shares of Stock issued in settlement of
Cash-Based Awards and Other Stock-Based Awards as it may deem advisable, including, without limitation,
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minimum holding period requirements, restrictions under applicable federal securities laws, under the requirements of
any stock exchange or market upon which such shares of Stock are then listed and/or traded, or under any state
securities laws or foreign law applicable to such shares of Stock.

12. STANDARD FORMS OF AWARD AGREEMENT.

12.1 Award Agreements. Each Award shall comply with and be subject to the terms and
conditions set forth in the appropriate form of Award Agreement approved by the Committee and as amended from
time to time. No Award or purported Award shall be a valid and binding obligation of the Company unless evidenced
by a fully executed Award Agreement, which execution may be evidenced by electronic means.

12.2 Authority to Vary Terms. The Committee shall have the authority from time to time to
vary the terms of any standard form of Award Agreement either in connection with the grant or amendment of an
individual Award or in connection with the authorization of a new standard form or forms; provided, however, that the
terms and conditions of any such new, revised or amended standard form or forms of Award Agreement are not
inconsistent with the terms of the Plan.

13. CHANGE IN CONTROL.

13.1 Effect of Change in Control on Awards. Subject to the requirements and limitations of
Section 409A, if applicable, the Committee may provide for any one or more of the following:

(a) Accelerated Vesting. The Committee may provide in the grant of any Award or
at any other time may take such action as it deems appropriate to provide for acceleration of the exercisability, vesting
and/or settlement in connection with a Change in Control of each or any outstanding Award or portion thereof and
shares acquired pursuant thereto only if (i) the Award is not assumed, continued, or substituted by the Acquiror as
described in Section 13.1(b), or (ii) the Award is assumed, continued, or substituted by the Acquiror as described in
Section 13.1(b) and the Participant’s Service terminates as a result of Involuntary Termination; provided, however,
that the vesting of Awards that are performance-based will be determined in either case based on the greater of (x)
assumed achievement of the applicable performance goals at 100% of target with the result prorated based on the
period of the Participant’s actual Service during the applicable full performance period, or (y) actual achievement of
the applicable performance goals through the date of the Change in Control or the Involuntary Termination, as
applicable.

For purposes of the foregoing, “Involuntary Termination” means, as to a particular Participant, the
occurrence of any of the following upon or within a period of time established by the Committee (not exceeding
twenty-four (24) months) following a Change in Control: (i) the Participant’s Service is terminated without Cause, or
(i) the Participant terminates his or her Service for Good Reason; provided the Participant has given the Company
written notice of the existence of a condition constituting Good Reason within sixty (60) days following the initial
occurrence of such condition, the Company fails to remedy such condition within thirty (30) days following such
written notice, and the Participant’s resignation from Service is effective no later than six (6) months following the
initial occurrence of such condition. Involuntary Termination shall not include any termination of the Participant’s
Service which is (i) for Cause, (ii) a result of the Participant’s death or Disability, or (iii) a result of the Participant’s
voluntary termination of Service other than for Good Reason.

For purposes of the foregoing, “Good Reason” means, unless such term or an equivalent term is
otherwise defined by the applicable Award Agreement or other written agreement between a Participant and a
Participating Company applicable to an Award, any of the following with respect to a particular Participant without
the Participant’s informed written consent: (i) a material diminution of the Participant’s authority, duties or
responsibilities causing the Participant’s authority, duties or responsibilities to be of materially lesser rank within the
Company or an equivalent business unit of its parent, as measured against the Participant’s authority, duties and
responsibilities immediately prior to such diminution; (ii) a material reduction by the Company of the Participant’s
base salary, other than any such material reduction that occurs in connection with a reduction that is imposed on all
Participants at the time of such reduction; or (iii) the relocation of the Participant’s work place for the Company to a
location that increases the Participant’s regular one-way commute distance between the Participant’s residence and
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work place by more than fifty (50) miles. The existence of Good Reason shall not be affected by the Participant’s
temporary incapacity due to physical or mental illness not constituting a Disability.

(b) Assumption, Continuation or Substitution. In the event of a Change in Control,
the surviving, continuing, successor, or purchasing corporation or other business entity or parent thereof, as the case
may be (the “Acquiror”), may, without the consent of any Participant, assume or continue the Company’s rights and
obligations under each or any Award or portion thereof outstanding immediately prior to the Change in Control or
substitute for each or any such outstanding Award or portion thereof a substantially equivalent award with respect to
the Acquiror’s stock, as applicable. For purposes of this Section, if so determined by the Committee in its discretion,
an Award denominated in shares of Stock shall be deemed assumed if, following the Change in Control, the Award
confers the right to receive, subject to the terms and conditions of the Plan and the applicable Award Agreement, for
each share of Stock subject to the Award immediately prior to the Change in Control, the consideration (whether
stock, cash, other securities or property or a combination thereof) to which a holder of a share of Stock on the effective
date of the Change in Control was entitled (and if holders were offered a choice of consideration, the type of
consideration chosen by the holders of a majority of the outstanding shares of Stock); provided, however, that if such
consideration is not solely common stock of the Acquiror, the Committee may, with the consent of the Acquiror,
provide for the consideration to be received upon the exercise or settlement of the Award, for each share of Stock
subject to the Award, to consist solely of common stock of the Acquiror equal in Fair Market Value to the per share
consideration received by holders of Stock pursuant to the Change in Control. Any Award or portion thereof which is
neither assumed or continued by the Acquiror in connection with the Change in Control nor exercised or settled as of
the time of consummation of the Change in Control shall terminate and cease to be outstanding effective as of the time
of consummation of the Change in Control.

(c) Cash-Out of Outstanding Stock-Based Awards. The Committee may, in its
discretion and without the consent of any Participant, determine that, upon the occurrence of a Change in Control,
each or any Award denominated in shares of Stock or portion thereof outstanding immediately prior to the Change in
Control and not previously exercised or settled shall be canceled in exchange for a payment with respect to each vested
share (and each unvested share, if so determined by the Committee) of Stock subject to such canceled Award in
(i) cash, (ii) stock of the Company or of a corporation or other business entity a party to the Change in Control, or
(iii) other property which, in any such case, shall be in an amount having a Fair Market Value equal to the Fair Market
Value of the consideration to be paid per share of Stock in the Change in Control, reduced (but not below zero) by the
exercise or purchase price per share, if any, under such Award. In the event such determination is made by the
Committee, an Award having an exercise or purchase price per share equal to or greater than the Fair Market Value of
the consideration to be paid per share of Stock in the Change in Control may be canceled without payment of
consideration to the holder thereof. Payment pursuant to this Section (reduced by applicable withholding taxes, if
any) shall be made to Participants in respect of the vested portions of their canceled Awards as soon as practicable
following the date of the Change in Control and in respect of the unvested portions of their canceled Awards in
accordance with the vesting schedules applicable to such Awards.

13.2 Effect of Change in Control on Nonemployee Director Awards. Subject to the
requirements and limitations of Section 409A, if applicable, including as provided by Section 15.4(f), in the event of a
Change in Control, each outstanding Nonemployee Director Award shall become immediately exercisable and vested
in full and, except to the extent assumed, continued or substituted for pursuant to Section 13.1(b), shall be settled
effective immediately prior to the time of consummation of the Change in Control.

13.3 Federal Excise Tax Under Section 4999 of the Code.

(a) Excess Parachute Payment. 1f any acceleration of vesting pursuant to an Award
and any other payment or benefit received or to be received by a Participant would subject the Participant to any excise
tax pursuant to Section 4999 of the Code due to the characterization of such acceleration of vesting, payment or benefit
as an “excess parachute payment” under Section 280G of the Code, then, provided such election would not subject the
Participant to taxation under Section 409A, the Participant may elect to reduce the amount of any acceleration of
vesting called for under the Award in order to avoid such characterization.

(b) Determination by Independent Accountants. To aid the Participant in making
any election called for under Section 13.3(a), no later than the date of the occurrence of any event that might
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reasonably be anticipated to result in an “excess parachute payment” to the Participant as described in Section 13.3(a),
the Company shall request a determination in writing by the professional firm engaged by the Company for general tax
purposes, or, if the tax firm so engaged by the Company is serving as accountant or auditor for the Acquiror, the
Company will appoint a nationally recognized tax firm to make the determinations required by this Section. (the “Tax
Firm”). Assoon as practicable thereafter, the Tax Firm shall determine and report to the Company and the Participant
the amount of such acceleration of vesting, payments and benefits which would produce the greatest after-tax benefit
to the Participant. For the purposes of such determination, the Tax Firm may rely on reasonable, good faith
interpretations concerning the application of Sections 280G and 4999 of the Code. The Company and the Participant
shall furnish to the Tax Firm such information and documents as the Tax Firm may reasonably request in order to
make its required determination. The Company shall bear all fees and expenses the Tax Firm charge in connection
with its services contemplated by this Section.

14. COMPLIANCE WITH SECURITIES LAW.

The grant of Awards and the issuance of shares of Stock pursuant to any Award shall be subject to
compliance with all applicable requirements of federal, state and foreign law with respect to such securities and the
requirements of any stock exchange or market system upon which the Stock may then be listed. In addition, no Award
may be exercised or shares issued pursuant to an Award unless (a) a registration statement under the Securities Act
shall at the time of such exercise or issuance be in effect with respect to the shares issuable pursuant to the Award, or
(b) in the opinion of legal counsel to the Company, the shares issuable pursuant to the Award may be issued in
accordance with the terms of an applicable exemption from the registration requirements of the Securities Act. The
inability of the Company to obtain from any regulatory body having jurisdiction the authority, if any, deemed by the
Company’s legal counsel to be necessary to the lawful issuance and sale of any shares under the Plan shall relieve the
Company of any liability in respect of the failure to issue or sell such shares as to which such requisite authority shall
not have been obtained. As a condition to issuance of any Stock, the Company may require the Participant to satisfy
any qualifications that may be necessary or appropriate, to evidence compliance with any applicable law or regulation
and to make any representation or warranty with respect thereto as may be requested by the Company.

15. COMPLIANCE WITH SECTION 409A.

15.1 Awards Subject to Section 409A. The Company intends that Awards granted pursuant to
the Plan shall either be exempt from or comply with Section 409A, and the Plan shall be so construed. The provisions
of'this Section 15 shall apply to any Award or portion thereof that constitutes or provides for payment of Section 409A
Deferred Compensation. Such Awards may include, without limitation:

(a) A Nonstatutory Stock Option or SAR that includes any feature for the deferral of
compensation other than the deferral of recognition of income until the later of (i) the exercise or disposition of the
Award or (ii) the time the stock acquired pursuant to the exercise of the Award first becomes substantially vested.

(b) Any Restricted Stock Unit Award, Performance Award, Cash-Based Award or
Other Stock-Based Award that either (i) provides by its terms for settlement of all or any portion of the Award at a
time or upon an event that will or may occur later than the end of the Short-Term Deferral Period (as defined below) or
(i1) permits the Participant granted the Award to elect one or more dates or events upon which the Award will be
settled after the end of the Short-Term Deferral Period.

Subject to the provisions of Section 409A, the term “Short-Term Deferral Period” means the 2%2 month
period ending on the later of (i) the 15th day of the third month following the end of the Participant’s taxable year in
which the right to payment under the applicable portion of the Award is no longer subject to a substantial risk of
forfeiture or (ii) the 15th day of the third month following the end of the Company’s taxable year in which the right to
payment under the applicable portion of the Award is no longer subject to a substantial risk of forfeiture. For this
purpose, the term “substantial risk of forfeiture” shall have the meaning provided by Section 409A.

15.2 Deferral and/or Distribution Elections. Except as otherwise permitted or required by
Section 409A, the following rules shall apply to any compensation deferral and/or payment elections (each, an
“Election”) that may be permitted or required by the Committee pursuant to an Award providing Section 409A
Deferred Compensation:
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(a) Elections must be in writing and specify the amount of the payment in settlement
of an Award being deferred, as well as the time and form of payment as permitted by this Plan.

(b) Elections shall be made by the end of the Participant’s taxable year prior to the
year in which services commence for which an Award may be granted to the Participant.

(c) Elections shall continue in effect until a written revocation or change in Election
is received by the Company, except that a written revocation or change in Election must be received by the Company
prior to the last day for making the Election determined in accordance with paragraph (b) above or as permitted by
Section 15.3.

15.3 Subsequent Elections. Except as otherwise permitted or required by Section 409A, any
Award providing Section 409A Deferred Compensation which permits a subsequent Election to delay the payment or
change the form of payment in settlement of such Award shall comply with the following requirements:

(a) No subsequent Election may take effect until at least twelve (12) months after the
date on which the subsequent Election is made.

(b) Each subsequent Election related to a payment in settlement of an Award not
described in Section 15.4(a)(ii), 15.4(a)(iii) or 15.4(a)(vi) must result in a delay of the payment for a period of not less
than five (5) years from the date on which such payment would otherwise have been made.

(c) No subsequent Election related to a payment pursuant to Section 15.4(a)(iv) shall
be made less than twelve (12) months before the date on which such payment would otherwise have been made.

(d) Subsequent Elections shall continue in effect until a written revocation or change
in the subsequent Election is received by the Company, except that a written revocation or change in a subsequent
Election must be received by the Company prior to the last day for making the subsequent Election determined in
accordance the preceding paragraphs of this Section 15.3.

154 Payment of Section 409A Deferred Compensation.

(a) Permissible Payments. Except as otherwise permitted or required by Section

409A, an Award providing Section 409A Deferred Compensation must provide for payment in settlement of the

Award only upon one or more of the following:

@) The Participant’s “separation from service” (as defined by Section
409A);

(i) The Participant’s becoming “disabled” (as defined by Section 409A);

(iii) The Participant’s death;

(>iv) A time or fixed schedule that is either (i) specified by the Committee
upon the grant of an Award and set forth in the Award Agreement evidencing such Award or (ii) specified by the

Participant in an Election complying with the requirements of Section 15.2 or 15.3, as applicable;

) A change in the ownership or effective control or the Company or in the
ownership of a substantial portion of the assets of the Company determined in accordance with Section 409A; or

(vi) The occurrence of an “unforeseeable emergency” (as defined by Section
409A).
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(b) Installment Payments. 1t is the intent of this Plan that any right of a Participant to
receive installment payments (within the meaning of Section 409A) shall, for all purposes of Section 409A, be treated
as a right to a series of separate payments.

(c) Required Delay in Payment to Specified Employee Pursuant to Separation from
Service. Notwithstanding any provision of the Plan or an Award Agreement to the contrary, except as otherwise
permitted by Section 409A, no payment pursuant to Section 15.4(a)(i) in settlement of an Award providing for
Section 409A Deferred Compensation may be made to a Participant who is a “specified employee” (as defined by
Section 409A) as of the date of the Participant’s separation from service before the date (the “Delayed Payment
Date”) that is six (6) months after the date of such Participant’s separation from service, or, if earlier, the date of the
Participant’s death. All such amounts that would, but for this paragraph, become payable prior to the Delayed
Payment Date shall be accumulated and paid on the Delayed Payment Date.

(d) Payment Upon Disability.  All distributions of Section 409A Deferred
Compensation payable pursuant to Section 15.4(a)(ii) by reason of a Participant becoming disabled shall be paid in a
lump sum or in periodic installments as established by the Participant’s Election. If the Participant has made no
Election with respect to distributions of Section 409A Deferred Compensation upon becoming disabled, all such
distributions shall be paid in a lump sum upon the determination that the Participant has become disabled.

(e) Payment Upon Death. 1f a Participant dies before complete distribution of
amounts payable upon settlement of an Award subject to Section 409A, such undistributed amounts shall be
distributed to his or her beneficiary under the distribution method for death established by the Participant’s Election
upon receipt by the Committee of satisfactory notice and confirmation of the Participant’s death. If the Participant has
made no Election with respect to distributions of Section 409A Deferred Compensation upon death, all such
distributions shall be paid in a lump sum upon receipt by the Committee of satisfactory notice and confirmation of the
Participant’s death.

® Payment Upon Change in Control. Notwithstanding any provision of the Plan
or an Award Agreement to the contrary, to the extent that any amount constituting Section 409A Deferred
Compensation would become payable under this Plan by reason of a Change in Control, such amount shall become
payable only if the event constituting a Change in Control would also constitute a change in ownership or effective
control of the Company or a change in the ownership of a substantial portion of the assets of the Company within the
meaning of Section 409A. Any Award which constitutes Section 409A Deferred Compensation and which would vest
and otherwise become payable upon a Change in Control as a result of the failure of the Acquiror to assume, continue
or substitute for such Award in accordance with Section 13.1(b) shall vest to the extent provided by such Award but
shall be converted automatically at the effective time of such Change in Control into a right to receive, in cash on the
date or dates such award would have been settled in accordance with its then existing settlement schedule (or as
required by Section 15.4(c)), an amount or amounts equal in the aggregate to the intrinsic value of the Award at the
time of the Change in Control.

(€] Payment Upon Unforeseeable Emergency. The Committee shall have the
authority to provide in the Award Agreement evidencing any Award providing for Section 409A Deferred
Compensation for payment pursuant to Section 15.4(a)(vi) in settlement of all or a portion of such Award in the event
that a Participant establishes, to the satisfaction of the Committee, the occurrence of an unforeseeable emergency. In
such event, the amount(s) distributed with respect to such unforeseeable emergency cannot exceed the amounts
reasonably necessary to satisfy the emergency need plus amounts necessary to pay taxes reasonably anticipated as a
result of such distribution(s), after taking into account the extent to which such emergency need is or may be relieved
through reimbursement or compensation by insurance or otherwise, by liquidation of the Participant’s assets (to the
extent the liquidation of such assets would not itself cause severe financial hardship) or by cessation of deferrals under
the Award. All distributions with respect to an unforeseeable emergency shall be made in a lump sum upon the
Committee’s determination that an unforeseeable emergency has occurred. The Committee’s decision with respect to
whether an unforeseeable emergency has occurred and the manner in which, if at all, the payment in settlement of an
Award shall be altered or modified, shall be final, conclusive, and not subject to approval or appeal.
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(h) Prohibition of Acceleration of Payments. Notwithstanding any provision of the
Plan or an Award Agreement to the contrary, this Plan does not permit the acceleration of the time or schedule of any
payment under an Award providing Section 409A Deferred Compensation, except as permitted by Section 409A.

@) No Representation Regarding Section 4094 Compliance. Notwithstanding any
other provision of the Plan, the Company makes no representation that Awards shall be exempt from or comply with
Section 409A. No Participating Company shall be liable for any tax, penalty or interest imposed on a Participant by
Section 409A.

16. TAX WITHHOLDING.

16.1 Tax Withholding in General. The Company shall have the right to deduct from any and
all payments made under the Plan, or to require the Participant, through payroll withholding, cash payment or
otherwise, to make adequate provision for, the federal, state, local and foreign taxes (including social insurance), if
any, required by law to be withheld by any Participating Company with respect to an Award or the shares acquired
pursuant thereto. The Company shall have no obligation to deliver shares of Stock, to release shares of Stock from an
escrow established pursuant to an Award Agreement, or to make any payment in cash under the Plan until the
Participating Company Group’s tax withholding obligations have been satisfied by the Participant.

16.2 Withholding in or Directed Sale of Shares. The Company shall have the right, but not
the obligation, to deduct from the shares of Stock issuable to a Participant upon the exercise or settlement of an Award,
or to accept from the Participant the tender of, a number of whole shares of Stock having a Fair Market Value, as
determined by the Company, equal to all or any part of the tax withholding obligations of any Participating Company.
The Fair Market Value of any shares of Stock withheld or tendered to satisfy any such tax withholding obligations
shall not exceed the amount determined by the applicable minimum statutory withholding rates. The Company may
require a Participant to direct a broker, upon the vesting, exercise or settlement of an Award, to sell a portion of the
shares subject to the Award determined by the Company in its discretion to be sufficient to cover the tax withholding
obligations of any Participating Company and to remit an amount equal to such tax withholding obligations to such
Participating Company in cash.

17. AMENDMENT, SUSPENSION OR TERMINATION OF PLAN.

The Committee may amend, suspend or terminate the Plan at any time. However, without the
approval of the Company’s stockholders, there shall be (a) no increase in the maximum aggregate number of shares of
Stock that may be issued under the Plan (except by operation of the provisions of Sections 4.2, 4.3 and 4.4), (b) no
change in the class of persons eligible to receive Incentive Stock Options, and (¢) no other amendment of the Plan that
would require approval of the Company’s stockholders under any applicable law, regulation or rule, including the
rules of any stock exchange or quotation system upon which the Stock may then be listed or quoted. No amendment,
suspension or termination of the Plan shall affect any then outstanding Award unless expressly provided by the
Committee. Except as provided by the next sentence, no amendment, suspension or termination of the Plan may have
a materially adverse effect on any then outstanding Award without the consent of the Participant. Notwithstanding
any other provision of the Plan or any Award Agreement to the contrary, the Committee may, in its sole and absolute
discretion and without the consent of any Participant, amend the Plan or any Award Agreement, to take effect
retroactively or otherwise, as it deems necessary or advisable for the purpose of conforming the Plan or such Award
Agreement to any present or future law, regulation or rule applicable to the Plan, including, but not limited to,
Section 409A.

18. MISCELLANEOUS PROVISIONS.

18.1 Repurchase Rights. Shares issued under the Plan may be subject to one or more
repurchase options, or other conditions and restrictions as determined by the Committee in its discretion at the time the
Award is granted. The Company shall have the right to assign at any time any repurchase right it may have, whether
or not such right is then exercisable, to one or more persons as may be selected by the Company. Upon request by the
Company, each Participant shall execute any agreement evidencing such transfer restrictions prior to the receipt of
shares of Stock hereunder and shall promptly present to the Company any and all certificates representing shares of
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Stock acquired hereunder for the placement on such certificates of appropriate legends evidencing any such transfer
restrictions.

18.2 Forfeiture Events.

(a) The Committee may specify in an Award Agreement that the Participant’s rights,
payments, and benefits with respect to an Award shall be subject to reduction, cancellation, forfeiture, or recoupment
upon the occurrence of specified events, in addition to any otherwise applicable vesting or performance conditions of
an Award. Such events may include, but shall not be limited to, termination of Service for Cause or any act by a
Participant, whether before or after termination of Service, that would constitute Cause for termination of Service, or
any accounting restatement due to material noncompliance of the Company with any financial reporting requirements
of securities laws as a result of which, and to the extent that, such reduction, cancellation, forfeiture, or recoupment is
required by applicable securities laws.

(b) If the Company is required to prepare an accounting restatement due to the
material noncompliance of the Company, as a result of misconduct, with any financial reporting requirement under the
securities laws, any Participant who knowingly or through gross negligence engaged in the misconduct, or who
knowingly or through gross negligence failed to prevent the misconduct, and any Participant who is one of the
individuals subject to automatic forfeiture under Section 304 of the Sarbanes-Oxley Act of 2002, shall reimburse the
Company for (i) the amount of any payment in settlement of an Award received by such Participant during the twelve-
(12-) month period following the first public issuance or filing with the United States Securities and Exchange
Commission (whichever first occurred) of the financial document embodying such financial reporting requirement,
and (ii) any profits realized by such Participant from the sale of securities of the Company during such twelve- (12-)
month period.

18.3 Provision of Information. Each Participant shall be given access to information
concerning the Company equivalent to that information generally made available to the Company’s common
stockholders.

18.4 Rights as Employee, Consultant or Director. No person, even though eligible pursuant
to Section 5, shall have a right to be selected as a Participant, or, having been so selected, to be selected again as a
Participant. Nothing in the Plan or any Award granted under the Plan shall confer on any Participant a right to remain
an Employee, Consultant or Director or interfere with or limit in any way any right of a Participating Company to
terminate the Participant’s Service at any time. To the extent that an Employee of a Participating Company other than
the Company receives an Award under the Plan, that Award shall in no event be understood or interpreted to mean that
the Company is the Employee’s employer or that the Employee has an employment relationship with the Company.

18.5 Rights as a Stockholder. A Participant shall have no rights as a stockholder with respect
to any shares covered by an Award until the date of the issuance of such shares (as evidenced by the appropriate entry
on the books of the Company or of a duly authorized transfer agent of the Company). No adjustment shall be made for
dividends, distributions or other rights for which the record date is prior to the date such shares are issued, except as
provided in Section 4.4 or another provision of the Plan.

18.6 Delivery of Title to Shares. Subject to any governing rules or regulations, the Company
shall issue or cause to be issued the shares of Stock acquired pursuant to an Award and shall deliver such shares to or
for the benefit of the Participant by means of one or more of the following: (a) by delivering to the Participant
evidence of book entry shares of Stock credited to the account of the Participant, (b) by depositing such shares of
Stock for the benefit of the Participant with any broker with which the Participant has an account relationship, or
(c) by delivering such shares of Stock to the Participant in certificate form.

18.7 Fractional Shares. The Company shall not be required to issue fractional shares upon the
exercise or settlement of any Award.

18.8 Retirement and Welfare Plans. Neither Awards made under this Plan nor shares of
Stock or cash paid pursuant to such Awards may be included as “compensation” for purposes of computing the
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benefits payable to any Participant under any Participating Company’s retirement plans (both qualified and non-
qualified) or welfare benefit plans unless such other plan expressly provides that such compensation shall be taken into
account in computing a Participant’s benefit.

18.9 Beneficiary Designation. Subject to local laws and procedures, each Participant may file
with the Company a written designation of a beneficiary who is to receive any benefit under the Plan to which the
Participant is entitled in the event of such Participant’s death before he or she receives any or all of such benefit. Each
designation will revoke all prior designations by the same Participant, shall be in a form prescribed by the Company,
and will be effective only when filed by the Participant in writing with the Company during the Participant’s lifetime.
If a married Participant designates a beneficiary other than the Participant’s spouse, the effectiveness of such
designation may be subject to the consent of the Participant’s spouse. If a Participant dies without an effective
designation of a beneficiary who is living at the time of the Participant’s death, the Company will pay any remaining
unpaid benefits to the Participant’s legal representative.

18.10  Severability. If any one or more of the provisions (or any part thereof) of this Plan shall be
held invalid, illegal or unenforceable in any respect, such provision shall be modified so as to make it valid, legal and
enforceable, and the validity, legality and enforceability of the remaining provisions (or any part thereof) of the Plan
shall not in any way be affected or impaired thereby.

18.11 No Constraint on Corporate Action. Nothing in this Plan shall be construed to: (a) limit,
impair, or otherwise affect the Company’s or another Participating Company’s right or power to make adjustments,
reclassifications, reorganizations, or changes of its capital or business structure, or to merge or consolidate, or
dissolve, liquidate, sell, or transfer all or any part of its business or assets; or (b) limit the right or power of the
Company or another Participating Company to take any action which such entity deems to be necessary or
appropriate.

18.12 Unfunded Obligation. Participants shall have the status of general unsecured creditors of
the Company. Any amounts payable to Participants pursuant to the Plan shall be considered unfunded and unsecured
obligations for all purposes, including, without limitation, Title I of the Employee Retirement Income Security Act of
1974. No Participating Company shall be required to segregate any monies from its general funds, or to create any
trusts, or establish any special accounts with respect to such obligations. The Company shall retain at all times
beneficial ownership of any investments, including trust investments, which the Company may make to fulfill its
payment obligations hereunder. Any investments or the creation or maintenance of any trust or any Participant
account shall not create or constitute a trust or fiduciary relationship between the Committee or any Participating
Company and a Participant, or otherwise create any vested or beneficial interest in any Participant or the Participant’s
creditors in any assets of any Participating Company. The Participants shall have no claim against any Participating
Company for any changes in the value of any assets which may be invested or reinvested by the Company with respect
to the Plan.

18.13  Choice of Law. Except to the extent governed by applicable federal law, the validity,
interpretation, construction and performance of the Plan and each Award Agreement shall be governed by the laws of
the State of Nevada, without regard to its conflict of law rules.
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IN WITNESS WHEREOF, the undersigned Secretary of the Company certifies that the foregoing sets forth
the Everi Holdings Inc. Amended and Restated 2014 Equity Incentive Plan as duly adopted by the Board on March 8,
206472018, and approved by the stockholders of the Company on May ——, 20472018.

—Juhiet-A-Lim;Harper H. Ko, Secretary
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In this filing, we refer to: (i) our audited consolidated financial statements and notes thereto as our “Financial
Statements,” (ii) our audited Consolidated Statements of Loss and Comprehensive Loss as our “Statements of
Loss,” (iii) our audited Consolidated Balance Sheets as our “Balance Sheets,” and (iv) Item 7. Managements’
Discussion and Analysis of Financial Condition and Results of Operations as our “Results of Operations.”

CAUTIONARY INFORMATION REGARDING
FORWARD-LOOKING STATEMENTS

Everi Holdings Inc. (“Everi Holdings,” “Holdings” or “Everi”) is a holding company, the assets of which are the
issued and outstanding shares of capital stock of each of Everi Games Holding Inc. (“Everi Games Holding”), which
owns all of the issued and outstanding shares of capital stock of Everi Games Inc. (“Everi Games” or “Games”), and
Everi Payments Inc. (“Everi Payments” or “Payments”). Unless otherwise indicated, the terms the “Company,”
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we,” “us” and “our” refer to Everi Holdings together with its consolidated subsidiaries.

Our disclosure and analysis in this Annual Report on Form 10-K contain “forward-looking” statements within the
meaning of Section 27A of the Securities Act of 1933, as amended (the “Securities Act”), Section 21E of the
Securities Exchange Act of 1934, as amended (the “Exchange Act”), and the Private Securities Litigation Reform
Act of 1995. From time to time, we also provide forward-looking statements in other materials we release to the
public, as well as oral forward-looking statements. We have tried, wherever possible, to identify such statements by
using words such as “anticipate,” “believe,” “expect,” “intend,” “estimate,” “project,” “may,” “should,” “will,”
“likely,” “will likely result,” “will continue,” “future,” “plan,” “target,” “forecast,” “goal,” “observe,” “seek,”
“strategy” and other words and terms of similar meaning. The forward-looking statements in this Annual Report on
Form 10-K reflect the Company’s current views with respect to future events and financial performance.

Forward-looking statements include, but are not limited to, statements regarding the following matters: trends in
gaming establishment and patron usage of our products; benefits realized by using our products and services;
product development, including the release of new game features and additional game and system releases in the
future; regulatory approvals; gaming regulatory, card association and statutory compliance; the implementation of
new or amended card association and payment network rules; consumer collection activities; future competition;
future tax liabilities; future goodwill impairment charges; international expansion; resolution of litigation; dividend
policy; new customer contracts and contract renewals; future results of operations (including revenue, expenses,
margins, earnings, cash flow and capital expenditures); future interest rates and interest expense; future borrowings;
and future equity incentive activity and compensation expense.

Forward-looking statements are neither historical facts nor assurances of future performance. Instead, they are based only
on our current beliefs, expectations and assumptions regarding the future of our business, future plans and strategies,
projections, anticipated events and trends, the economy and other future conditions. Because forward-looking statements
relate to the future, they are subject to inherent risks, uncertainties and changes in circumstances that are often difficult to
predict and many of which are beyond our control. Our actual results and financial condition may differ materially from
those indicated in forward-looking statements. Important factors that could cause our actual results and financial condition
to differ materially from those indicated in the forward-looking statements include, without limitation:

. our history of net losses and our ability to generate profits in the future;
. our substantial leverage and our ability to raise additional capital to fund operations;
. our ability to generate sufficient cash to service all of our indebtedness and fund working capital and

capital expenditures;

° restrictions under our indebtedness;

. our ability to compete in the gaming industry;

. the impact of changes in Federal corporate tax laws;

. our ability to maintain our current customers;

. our ability to prevent, mitigate or timely recover from cybersecurity breaches, attacks and compromises;



. our ability to execute on mergers, acquisitions or strategic alliances, including our ability to integrate
and operate such acquisitions consistent with our forecasts;

. expectations regarding our existing and future installed base and win per day;

. expectations regarding development and placement fee arrangements;

. inaccuracies in underlying operating assumptions;

. expectations regarding customers’ preferences and demands for future gaming offerings;

. expectations regarding our product portfolio;

. the overall growth of the gaming industry, if any;

. our ability to replace revenue associated with terminated contracts; margin degradation from contract renewals;

. our ability to comply with the Europay, MasterCard and Visa global standard for cards equipped with
security chip technology (“EMV™);

. our ability to introduce new products and services, including third-party licensed content;
. gaming establishment and patron preferences;

. expenditures and product development;

. anticipated sales performance;

. employee turnover;

. national and international economic conditions;

. changes in gaming regulatory, card association and statutory requirements;

. regulatory and licensing difficulties;

. competitive pressures;

. operational limitations;

. gaming market contraction;

. uncertainty of litigation outcomes;

. interest rate fluctuations;

. business prospects;

. unanticipated expenses or capital needs;

. technological obsolescence; and

. those other risks and uncertainties discussed in “Item 7. Management's Discussion and Analysis of Financial

Condition and Results of Operations” and “Item 1A. Risk Factors” of this Annual Report on Form 10-K.

In light of these risks and uncertainties, there can be no assurance that the forward-looking information contained in
this Annual Report on Form 10-K will in fact transpire or prove to be accurate. Readers are cautioned to consider
the specific risk factors described herein and in “Item 1A. Risk Factors” of this Annual Report on Form 10-K and
not to place undue reliance on the forward-looking statements contained herein, which are based only on
information currently available to us and speak only as of the date hereof.

We undertake no obligation to update or publicly revise any forward-looking statement, whether written or oral, that may
be made from time to time, whether as a result of new information, future developments or otherwise. All subsequent
written or oral forward-looking statements attributable to us or persons acting on our behalf are expressly qualified in their
entirety by this paragraph. You are advised, however, to consult any further disclosures we make on related subjects in our
reports and other filings with the Securities and Exchange Commission (the “SEC”).



PART I

Item 1. Business.
Overview

Everi is a leading supplier of technology solutions for the casino gaming industry. The Company provides casino
operators with a diverse portfolio of products including innovative gaming machines that power the casino floor,
and casino operational and management systems that include comprehensive, end-to-end payments solutions,
critical intelligence offerings, and gaming operations efficiency technology. Everi’s mission is to be a
transformative force for casino operations by facilitating memorable player experiences, delivering reliable
protection and security, and striving for customer satisfaction and operational excellence. We are divided into two
primary business segments: “Everi Games” or “Games” and “Everi Payments” or “Payments.”

Everi Games provides a number of products and services for casinos, including: (a) gaming machines comprised
primarily of Class II and Class III slot machines placed under participation or fixed fee lease arrangements or sold to
casino customers, including the award-winning TournEvent®; and (b) system software, licenses, ancillary equipment
and maintenance to its casino customers. Everi Games also develops and manages the central determinant system
for the video lottery terminals (“VLTs”) installed in the State of New York.

Everi Payments provides its casino customers cash access and related products and services including: (a) access to
cash at gaming facilities via Automated Teller Machine (“ATM”) cash withdrawals, credit card cash access
transactions, point of sale (“POS”) debit card transactions, and check verification and warranty services; (b) fully
integrated gaming industry kiosks that provide cash access and related services; (c) products and services that
improve credit decision making, automate cashier operations and enhance patron marketing activities for gaming
establishments; (d) compliance, audit and data solutions; and (e) online payment processing solutions for gaming
operators in states that offer intrastate, internet-based gaming and lottery activities.

Everi Holdings was formed as a Delaware limited liability company on February 4, 2004 and was converted to a
Delaware corporation on May 14, 2004. Our principal executive offices are located at 7250 South Tenaya Way,
Suite 100, Las Vegas, Nevada 89113. Our telephone number is (800) 833-7110. Our website address is
www.everi.com. The information on our website is not part of this Annual Report on Form 10-K or our other filings
with the SEC.

Our Business Segments

We report our financial performance, and organize and manage our operations, across the following two business
segments: (a) Games; and (b) Payments. For additional information on our segments see, “Item 7. Management’s
Discussion and Analysis of Financial Condition and Results of Operations — Operating Segments” and “Item 7.
Management’s Discussion and Analysis of Financial Condition and Results of Operations — Critical Accounting
Policies — Segment Reporting” included elsewhere in this Annual Report on Form 10-K.

A summary of our segment financial information is contained in “Note 17. Segment Information” within our
Financial Statements included elsewhere in this Annual Report on Form 10-K.

Our Products and Services
Everi Games

Our Games products and services include commercial products, such as Native American Class II products, and
other bingo products, Class III products, lottery systems, and other back office systems. In our Games business, we
generally retain ownership of the leased gaming equipment installed at customer facilities and receive recurring
revenue based on a percentage of the net win per day generated by the leased gaming equipment or a fixed daily fee
based on the number of player terminals installed at the facility. We also make direct sales of player terminals,
licenses, back office systems and other related equipment to customers. The majority of these direct sales contracts
are for some combination of gaming equipment, player terminals, content, system software, license fees, ancillary
equipment and maintenance.



With respect to our Games business, we have expanded our licensing into new jurisdictions, increased investment in
research and development, and introduced premium game products (which typically include high definition (“HD”)
dual-screens, liquid crystal display (“LCD”) panels, and red green blue (“RGB”) top box lighting). From our
historical focus on placement of games into the Oklahoma and Washington tribal markets, Everi Games has
diversified its installed base in recent years with entry into new commercial and tribal markets as well as the
development and placement of premium products. Everi Games has grown premium game installations with
approximately 2,532 units installed (representing approximately 19.0% of our installed base as of December 31,
2017) since entering the category approximately five years ago. Development of generally higher-earning premium
games has supported Everi Games’ ability to enter new markets, expand its footprint, and provide broad and new
content across its installed base.

Everi Games provides the New York State Gaming Commission with an accounting and central determinant system
for the VLTs in operation at licensed State of New York gaming facilities. In January 2018, an amendment to the
agreement between Everi Games and the New York State Gaming Commission was approved and became effective.
Under this amendment, Everi Games will continue to provide and maintain the central determinant system for the
New York Lottery through December of 2019. As of December 31, 2017, this system connected to approximately
19,100 VLTs and has the ability to interface with, provide outcomes to, and manage the VLTs. Pursuant to its
agreement with the New York State Gaming Commission, Everi Games receives a portion of the network-wide net
win (generally, cash-in less prizes paid) per day in exchange for provision and maintenance of the central
determinant system. Everi Games also provides central determinant system technology to Native American tribes in
the State of Washington for which it receives a portion of the revenue generated from the VLTs connected to the
system.

Our Games products include:

Classic Mechanical Reel Games. Our full range of classic mechanical reel games provides players with a
traditional, high denomination slot gaming experience. These games leverage our long-standing experience in
building enduring brands, such as Black Diamond and Wild Wild Gems, and feature a unique take on traditional slot
games with eye-catching features. Super Jackpot Series offers large linked progressives on the Player Classic
packaged with the Foundation Sign to display rolling progressive meters and exciting win celebrations from across
the casino floor. The premium Skyline mechanical reel series is a vintage-inspired bezel showcasing RGB lighting
and a 24-inch LCD display, with successful titles including Double Jackpot Gems, Kingmaker, and Blazin’ Gems.
Our licensed brand strategy spans into Skyline with DreamWorks Animation® themes, Smokin’ Hot Stuff and
Casper.

Video Reel Games. We offer a growing range of dual-screen video reel games that provide a uniquely entertaining
slot gaming experience. These games leverage the well-established Player HD and recently introduced, high-
performing Core HDX cabinets to deliver eye-catching graphics and full, rich sound. Everi Way Pays games have
been introduced to the market, in partnership with Lightning Box Games, for titles including More Fire, Silver
Pride, and Great Tiger. A range of progressive features round out our game library, such as Must-Hit Jackpots™ in
Dream Catcher, Money Frog, and Egypt Twins; and the Jackpot Jump™ feature in Jackpot Inferno, Payday
Jackpots, Golden Riches, Fire Jewels, Hearts of Egypt and Fiesta. Additional specialized game mechanics include
Lightning Multipliers™ in High Voltage Blackout, Sticky Stacks™ in Butterfly Kingdom, Pixie Power, and Tiger
Queen; Real Match™ feature on Start Magic and El Dorado The Lost City; and Wild Match™ in Fortuna Goddess
of Luck and Carnival in Rio Wild Match.

Core HDX. The Core HDX enhances the player gaming experience with its dual widescreen 23” monitors with
1080p HD capability, integrated touchscreens and premium 3-way sound system. Its eye-catching cabinet
commands a presence on the casino floor with game-controlled lighting and a custom premium LCD topper. Select
Core HDX games feature Everi Bet™, the bet configuration system that gives casino operators the power to
optimize the casino floor for maximum returns. The vast majority of our standard video library on our MForce
platform is designed to be playable on the Core HDX.

Empire MPX and The Texan HDX. The new Empire MPX represents both a premium participation cabinet and a
single-screen, for sale cabinet that offers a 43-inch monitor, full 1080p HD graphics capabilities, a fully-
customizable touchscreen button panel, and a smaller footprint that allows for tighter pod banking configurations.



The Empire MPX debuted in April 2017 with the launch of the Company’s first video title on its WAP. The Texan
HDX is an 8-foot tall cabinet with twin 42-inch video screens, featuring a two-person bench seat. The cabinet is
designed to showcase the Everi Standard Video Library in oversized format, allowing the games to be prominently
displayed on the casino floor.

Wide Area Progressive. We debuted our first WAP in Class II markets in 2017. Spanning two product lines, our
WAP is offered to customers on Player Classic and Empire MPX. The mechanical offering, Jackpot Lockdown,
debuted with two themes: Jackpot Lockdown Mega Meltdown and Jackpot Lockdown High Voltage, and will have
additional branded themes including Willie Nelson and Singing in the Rain available in 2018. Empire MPX features
branded video content with Casablanca and Penn & Teller, all hitting the casino floor in 2017, and new titles,
including Buffy the Vampire Slayer and South Park, expected to be delivered in 2018.

TournEvent®. Our award-winning slot tournament system is a proven solution that allows operators to switch from
in-revenue gaming to out-of-revenue tournaments with the simple click of a mouse. TournEvent®’s expansive
tournament game library helps operators customize their tournaments, including providing unique bonus
opportunities that improve scores or automatically move a player to first place. Casino operators can easily design
and build a variety of flexible tournament formats, such as solo or team tournament play, session or round winner
advancement, and cumulative or maximum scoring. The latest TournEvent® 5.0 version includes new system
enhancements that improve operator efficiencies and hardware and offers engaging tournament games that attracts
players. New TournEvent® 5.0 features include:

. Automated Wild Card drawing and feature for potential round advancement that automates current
tournament procedure and facilitates a smooth player selection process, utilizing overhead signage to
quickly identify players who were randomly selected to advance.

. Find Your Seat Helper that allows operators to preset a color for tournament banks/electronic gaming
machines (“EGMs”), auto assign colors to players, and display player names on EGM screens, allowing
players to quickly locate their assigned seats.

. Automated VIP Filter that allows operators to filter a player database so that only select players will be
automatically registered into tournaments when a player card is swiped.

. On Deck Display feature that consists of three session panes, which continuously display player
registrations in real-time and allow players to see who is in the current and future sessions.

. New Skill Tournament Games with interactive bonuses:

o Fruit Ninja® is an interactive game, much like the popular mobile app game that brings skill into
slot tournaments.

o Electric Diamonds features two new interactive bonuses, Pop Frenzy and Reel Frenzy.

With the wireless tablet option, casino operators will be able to sign up players for tournaments remotely, allowing
for a more efficient tournament registration and an overall better tournament experience for the casinos and players
alike. TournEvent® also is available with multiple sign options, consisting of a 65-inch television, lighted accent
dividers, and the ability to be featured on new bank configurations.

Everi Payments

Our Payments products and services include solutions that we provide directly to gaming establishments to offer
their patrons cash access related services and products including: access to cash at gaming facilities via ATM cash
withdrawals, credit card cash access transactions and POS debit card cash access transactions; check-related
services; fully integrated kiosks and maintenance services; compliance, audit and data software; casino credit data
and reporting services and other ancillary offerings.

The markets we address with our principal Payments products and services are:

ATM Cash Withdrawals. ATM cash withdrawal transactions represent the largest category of electronic payment
transactions that we process, as measured by dollar and transaction volume. In an ATM cash withdrawal transaction,



a patron directly accesses funds from a device enabled with our ATM service by either using an ATM or debit card
to withdraw funds from the patron’s demand deposit account, or using a credit card to access the patron’s line of
credit. In either event, the patron must use the personal identification number (“PIN”) associated with such card.
Our processor then routes the transaction request through an electronic funds transfer (“EFT”) network to the
patron’s bank or issuer, as applicable. Depending upon a number of factors, including the patron’s account balance
or credit limit and daily withdrawal limit (which limits are set by the bank or issuer, as applicable), the bank or
issuer will either authorize or decline the transaction. If the transaction is authorized, then the ATM-enabled device
dispenses the cash to the patron. For a transaction using an ATM or debit card, the patron’s demand deposit account
is debited by the amount of cash disbursed plus a service fee that we assess the patron for the use of the ATM
service. For a transaction using a credit card with a PIN, the patron’s credit card account is charged by the amount
of the cash disbursed plus a service fee that we assess the patron for the use of the ATM service. In both cases, the
service fee is currently a fixed dollar amount and not a percentage of the transaction size. We also receive a fee,
which we refer to as a reverse interchange fee, from the patron’s card-issuing bank for accommodating the card
issuer’s customer. In most circumstances, we pay a percentage of the service fee that we receive from the patron
and, in some circumstances, a portion of the reverse interchange fees we receive, as a commission to our gaming
establishment customers for the right to operate on their premises.

Credit Card Cash Access Transactions and POS Debit Card Cash Access Transactions. Patrons can perform credit
card cash access transactions and POS debit card cash access transactions using many of our enabled devices. A
patron’s credit card cash access limit is usually a sub-limit of the total credit line and is set by the card-issuing bank,
not Everi Payments. These limits vary significantly and can be larger or smaller than the POS debit cash access
limit. A credit card cash access transaction obligates the patron to repay the issuing bank over time on terms that are
preset by the cardholder agreement. A patron’s POS debit card allows the patron to make cash withdrawals at the
POS in an amount equal to the lesser of the amount of funds in the account, or a daily limit that is generally five to
ten times as large as the patron’s daily ATM limit.

When a patron requests a credit card cash access or POS debit card transaction, our processor routes the transaction
request through one of the card associations, or EFT networks to the issuing bank. Depending upon several factors,
such as the available credit or bank account balance, the transaction is either authorized or declined by the issuing
bank. If authorized, the patron’s bank account is debited or the patron’s credit card balance is increased, in both
cases, by an amount equal to the funds requested plus our service fee. The service fee is a fixed dollar amount, a
percentage of the transaction size or a combination of a fixed dollar amount and percentage of the transaction size.
If the transaction is authorized, the device informs the patron that the transaction has been approved. The device
then further instructs the patron to proceed to the gaming establishment’s cashier, or Company-operated satellite
cage (“financial services center”), to complete the transaction because credit card cash access and POS debit card
cash access transactions must, in most circumstances, be completed in face-to-face environments and a unique
signature must be received in order to comply with rules of the card associations. Once at the gaming
establishment’s cashier or at our financial services center, the patron acknowledges acceptance of the fee. We
reimburse the gaming establishment for the amount of cash that it provided to the patron by paying the gaming
establishment via wire transfer or other similar form of electronic payment. In addition, we generally pay the
gaming establishment a portion of the service fee as a commission for the right to operate on its premises, although
this payment as a percentage of the fee is generally smaller for credit card cash access and POS debit card cash
access transactions than for ATM withdrawals. In addition, we are obligated to pay interchange fees to the issuing
bank and processing costs related to the electronic payment transaction to card associations.

Check-Related Services. Patrons are able to cash checks at certain gaming establishments. When a patron presents a
check to the cashier, the gaming establishment can accept or deny the transaction based on its own customer
information and at its own risk, obtain third-party verification information about the check writer, the bank account
number and other information relating to the check to manage its risk, or obtain a warranty on payment of the check,
which entitles the gaming establishment to reimbursement of the full amount of the check if it is dishonored.

If a gaming establishment chooses to have a check warranted, it sends a request to a check warranty service
provider, inquiring whether it would be willing to accept the risk of cashing the check. If the check warranty
provider accepts the risk and warrants the check, the gaming establishment negotiates the patron’s check by
providing cash for the face amount of the check. If the check is dishonored by the patron’s bank upon presentment,



the gaming establishment invokes the warranty, and the check warranty service provider purchases the check from
the gaming establishment for the full check amount and then pursues collection activities on its own.

For those gaming establishments that seek to manage their own risk, we provide a subscription check verification
service via a database operated by our subsidiary, Central Credit, LLC (“Central Credit”), which is used by gaming
establishments to make credit issuing decisions. Central Credit maintains information on the check cashing and
credit history of many gaming establishment patrons. For those gaming establishments that prefer to obtain a
warranty, we currently provide check warranty services through a third-party check warranty service provider. We
pay this third-party provider to assist with the warranty decision, check processing, billing and collection activities.
On our behalf, this third-party provider charges our gaming establishment customers a fee for the check warranty
services, which is typically a percentage of the face amount of the check being warranted. In such circumstances, we
receive all of the check warranty revenue. We are exposed to risk for the losses associated with any warranted items
that cannot be collected from patrons issuing the items. Warranty expenses are defined as any amounts paid by the
third-party provider to gaming establishments to purchase dishonored checks that will not be collectible from
patrons and any expenses related to the collection on these amounts. We also pay certain fees and operating
expenses to our third-party provider related to the provision of these services.

Our principal Payments products and services consist of the following:

Casino Cash Plus 3-in-1 ATMs are unmanned, cash-dispensing machines that enable ATM cash withdrawals, POS
debit card cash access transactions, and credit card cash access transactions directly, or using our 3-in-1 Rollover
functionality. Most financial institutions that issue debit cards impose daily ATM withdrawal limits, and, in some
instances, aggregate and count Friday, Saturday and Sunday as a single day in calculating such limits. If a patron
has reached his or her daily ATM limit, our 3-in-1 Rollover functionality automatically enables the patron to obtain
funds via a POS debit card transaction or a credit card cash access transaction instead.

Check Verification and Warranty Services allow gaming establishments to manage and reduce risk on patron checks
that they cash. A gaming establishment can query our Central Credit database to review the check cashing history of
a gaming establishment patron before deciding whether to cash the patron’s check. If the gaming establishment
desires additional protection against loss, it can seek a warranty on payment of the check. We have a relationship
with a third-party check warranty service provider to market check warranty services to gaming establishments.

CashClub® provides gaming establishments with a single dashboard interface that streamlines credit and debit card
cash access transaction processing and check warranty transactions. It allows for electronic signature capture and
dynamic currency conversion. It also interfaces with our Everi Compliance to assist casino operations with meeting
regulatory requirements under Title 31 of the Bank Secrecy Act.

Fully Integrated Kiosks are a complete line of products that provide multiple functions to the casino floor. This
includes cash access functionality, such as our 3-in-1 Rollover, which provides casino patrons access to perform
cash advance, POS debit and ATM transactions. The kiosks also provide functionality to perform check cashing
transactions, slot machine ticket redemption, bill breaking and loyalty program access as well as integration with
mobile and wallet technology. The availability of our cash access platform on these slot ticket redemption devices
provides us with additional points of contact with gaming patrons at locations that are usually closer to gaming
devices than traditional cash access devices that are typically located on the periphery of the gaming area within the
casino floor and also provides gaming patrons with more opportunities to access their cash with less cashier
involvement.

Other Integrated Kiosk Solutions provide casinos with more efficient and streamlined methods for cash handling
and transaction processing. They allow casino personnel to immediately process and dispense taxable jackpots in
the form of cash, tickets or a combination of both. They also help to improve cage security and accuracy while
reducing count and balancing times. These products are designed to be integrated with our suite of cage compliance
software to ensure compliance with anti-money laundering regulations and provide an automated way to process
common tax forms such as the Internal Revenue Service Form W-2G or Form 1042-S.

Central Credit is our gaming patron credit bureau service which, on a subscription basis, allows gaming
establishments to improve their credit-granting decisions by obtaining access to a database containing credit
information and transaction data on millions of gaming patrons. Our gaming credit reports are comprised of



information recorded from patron credit histories at hundreds of gaming establishments. We provide such
information to gaming establishments that subscribe to the service. These establishments then use that data, among
other things, to determine how much credit, if any, they will grant to a gaming patron. We typically charge our
customers for access to gaming patron credit reports on a monthly basis and our fees are generally comprised of a
fixed minimum fee plus per-transaction charges for certain requests.

Everi Compliance is our suite of compliance software offerings for gaming operators. These compliance solutions
help our gaming establishment customers comply with financial services and gaming regulations. These compliance
solutions include software to assist with anti-money laundering regulations, such as filing currency transaction
reports (“CTRs”) and suspicious activity reports (“SARs”). Additionally, these compliance solutions also assist
casinos in filing required tax forms in connection with the payout of jackpot winnings to patrons and assist casinos
with auditing cash on the floor and in casino cages.

We also offer:

. Stand alone, non-ATM terminals that perform authorizations for credit card cash access and POS debit
card cash access transactions.

. Database services that allow gaming establishments access to information from our proprietary patron
transaction database for purposes of player acquisition, direct marketing, market share analysis, and a
variety of other patron promotional uses. Our proprietary patron transaction database includes
information that is captured from transactions we process. Patrons may “opt out” of having their names
included in marketing mailing lists.

. An online payment processing solution for gaming operators in states that offer intra-state, internet-
based gaming and lottery activities.

Manufacturing

We utilize contract manufacturers to produce the cabinets that make up our EGMs and our kiosk products, as well
as other sub-assemblies. We have assembly facilities in Austin, Texas and Las Vegas, Nevada, where we assemble
the EGMs and our kiosk products, which include the cabinets, computer assemblies, LCD screens, printers, bill
validators and acceptors, and other wiring and harnesses. We believe that our sources of supply of component parts
and raw materials for our products are generally adequate and we have few sole-sourced parts.

Research and Development

We conduct research and development activities primarily to develop gaming systems, gaming engines, casino data
management systems, casino central monitoring systems, video lottery outcome determination systems, gaming
platforms and gaming content, as well as to add enhancements to our existing product lines. We believe our ability
to deliver differentiated, appealing products and services to the marketplace is based on our research and
development investments, and we expect to continue to make such investments in the future. Research and
development costs consist primarily of salaries and benefits, consulting fees and game lab testing fees. Once the
technological feasibility of a project has been established, it is transferred from research to development and
capitalization of development costs begins until the product is available for general release. Research and
development costs were $18.9 million, $19.4 million and $19.1 million for the years ended December 31, 2017,
2016 and 2015, respectively.

Customers

As of December 31, 2017, we served over 1,000 casinos and other gaming properties in the United States, Europe,
Canada, the Caribbean, Central America and Asia. In certain limited circumstances, we provide our products and
services to non-gaming establishments, such as gas stations and other retail businesses associated with gaming
establishment customers. However, the revenue generated from these operations is not material to our operations
and we do not actively market or target non-gaming establishment customers.
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Sales and Marketing

In our Games business, we sell and market our products and services to gaming establishments primarily through
the use of a direct sales force, which targets gaming establishments in the United States and in international markets.
With respect to our gaming products, we participate in the Class III and Class Il gaming machine markets, as well as
the central determinant system market in North America, through participation, or revenue share, and fixed fee
arrangements and the sale of proprietary EGMs and systems. Revenues from our operations outside the United
States were 4.7%, 3.7% and 2.9% for the years ended December 31, 2017, 2016 and 2015, respectively. All of our
long-lived assets outside of the United States were immaterial for each of fiscal 2017 and 2016.

In our Payments business, we sell and market Cash Access (Cash Advance, ATM and Check Services), Kiosks
Sales and Services, Compliance Sales and Services and Central Credit Services. For the year ended December 31,
2017, approximately 95% of our revenues were earned from North American sources, while the remaining 5% were
derived internationally.

Our sales and marketing efforts are directed by a team of customer service executives, each of whom has business
development responsibility for gaming establishments in specified geographic regions. These customer service
executives direct their efforts at all levels of gaming establishment personnel, including senior executives, finance
professionals, marketing staff, slot directors, and cashiers, and seek to educate them on the benefits of our products
and services. In some cases, our customer service executives are supported by field service and account managers,
who provide on-site customer service to most of our customers. In other cases, our sales executives directly
maintain the customer relationships. These customer service executives and field service and account managers
generally reside in the vicinity of the specific gaming establishments that they support to ensure that they respond to
the customer service needs of those gaming establishments. We also have joint sales efforts with a number of
strategic partners, including independent sales organizations, which allow us to market our products and services to
gaming establishments through channels other than our direct sales force.

Competition

In our Games business, we compete across different gaming markets with a variety of gaming equipment suppliers.
Competition is generally based upon the: (a) amount of revenue our products generate for our customers relative to
the amount of revenue generated by our competitors’ products; (b) prices and fees we and our competitors charge
for products and services offered; and (c) appeal of our competitors’ products to gaming patrons, which has a direct
effect on the volume of play generated by a product and, accordingly, the revenues generated for our customers. To
drive customer demand and improve product attractiveness to end users, we continually work to develop new game
themes, gaming engines, hardware platforms and systems that appeal to gaming patrons, all while working to
release these new products to the marketplace in a timely manner.

In our Payments business, we compete with other providers of cash access services to the gaming industry, as well
as with financial institutions and other regional and local banks that operate ATMs on the premises of gaming
establishments. Some of these other providers and financial institutions have established cooperative relationships
with each other to expand their service offerings. We also face increased competition from: (a) independent sales
organizations, which provide basic services and aggressive pricing; (b) other manufacturers that provide similar
good and services; and (c) traditional transaction processors that have entered the gaming patron cash access
services market. This increased competition amongst these various providers of cash access services has resulted in
pricing pressure and margin erosion with respect to our core cash access products and services.

Proprietary Rights

We believe the ability to introduce and respond to technological innovation in the gaming industry will be an
increasingly important qualification for the future success of any provider of cash access and gaming-related
products and services. Our continued competitiveness will depend on: (a) the pace of our new product development;
(b) our patent, copyright, trademark and trade secret protection; and (c) our relationships with customers. Our
business development personnel work with gaming establishments, our technology and other strategic partners, and
the suppliers of the financial services upon which our cash access services rely, to design and develop innovative
products and services that appeal to gaming patrons.
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We rely on a combination of patents, trademarks, copyrights, trade secrets and contractual restrictions to protect our
intellectual property. In our business, we have over 250 patents issued related to games and systems and processes,
and have more than 50 patent applications pending world-wide. The expiration dates of these patents vary and are
based on their filing and issuances dates. We intend to continue to actively file for patent protection, when such
filings are commercially reasonable, within and outside the United States. We also seek trademark protection for our
names and products and have registered hundreds of trademarks in the United States and various foreign countries.
Under permission or license agreements with third parties, we also sell gaming products covered by independently
filed copyrights, trademarks or patents. Typically, these contracts require us to pay royalties to the licensing party.
Royalty expenses are included in the cost of gaming and systems in our Financial Statements included elsewhere in
this Annual Report on Form 10-K. In addition to our patents, trademarks, and copyrights, we also rely on a broader
scope of intellectual property including trade secrets, in-house know-how and innovation.

Employees

As of December 31, 2017, we had approximately 1,100 employees. We believe that our relations with our
employees are good. We have never experienced a work stoppage and none of our employees are subject to a
collective bargaining agreement.

Available Information

Our website address is www.everi.com. We make available free of charge on our website our Annual Reports on
Form 10-K, Quarterly Reports on Form 10-Q, Current Reports on Form 8-K, and all amendments to those reports
filed or furnished pursuant to Section 13(a) or 15(d) of the Exchange Act, as soon as reasonably practicable after
such reports are electronically filed with, or furnished to, the SEC. In addition, our earnings conference calls are
web cast live via our website. In addition to visiting our website, you may read and copy any document we file with
the SEC at the SEC’s Public Reference Room at 100 F. Street NE, Washington, D.C. 20549 or at www.sec.gov.
Please call the SEC at 1-800-SEC-0330 for information on the Public Reference Room.

REGULATION

Gaming Regulation

The gaming industry is highly regulated under legal systems that frequently evolve and change based on
governmental public policies. Various aspects of our business are subject to comprehensive laws, regulations and
ordinances applicable to the ownership, management and operation of gambling establishments as well as certain
financial services conducted at such establishments. These gaming laws, regulations and ordinances require us to be
licensed, registered, found suitable, qualified or otherwise approved by various city, county, state, provincial,
federal, tribal and foreign government agencies (collectively, “Gaming Authorities™) in the jurisdictions where we
conduct business. We must maintain those licenses, registrations, or other approvals in good standing to continue
our business, all of which generally impose certain: (i) financial and operational reporting, and oversight
requirements; and (ii) character and fitness suitability requirements, in each case administered by the Gaming
Authorities, upon us and our affiliated or subsidiary organizations, as well as the officers, directors, key personnel
and, in certain instances, holders of our debt or equity securities in each of those organizations, and our material
business associates. Gaming Authorities have broad discretion in determining whether to grant a license, registration
or other approval. Subject to complying with certain procedural requirements, Gaming Authorities may deny any
application, or limit, condition, restrict, revoke or suspend any license, registration, finding of suitability,
qualification or other approval for any cause deemed reasonable to them.

In general, the licensure, qualification and approval requirements and the regulations imposed on non-gaming
suppliers and vendors are less stringent than those requirements and regulations imposed on gaming operators,
gaming-related manufacturers and suppliers. However, some jurisdictions do not distinguish between non-gaming
and gaming suppliers and vendors while other jurisdictions classify all of our products and services as gaming-
related. In those jurisdictions which classify our products and services as gaming-related, we are subject to the
more stringent licensing and regulatory framework. The stated policies and other purposes behind such laws,
regulations, and ordinances are generally to: (i) ensure the public’s trust and confidence in legalized gambling
through a system of mandated regulation, internal controls, accounting practices, and operating procedures; and
(1) promote economic activity for the state, county and local governments through revenue opportunities emanating
from taxes, licensing fees, and other economic benefits arising out of gambling and related activities.
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Moreover, our gaming devices and certain other products and technologies must be certified or approved by Gaming
Authorities in many jurisdictions where we conduct business. These Gaming Authorities test the gaming devices,
systems, and related equipment directly or through an independent testing laboratory and may also require a field
trial under the regulator’s technical standards before allowing us to sell the product. Although we collaborate closely
with the Gaming Authorities and independent testing laboratories, we cannot control whether our products will be
approved or the length of time taken to review our products for sale to third parties.

We believe that we are in substantial compliance with all material gaming and financial institution laws applicable
to our business. We can give no assurance, however, that our business activities or the activities of our customers in
the gaming industry will not be subject to any regulatory or legal enforcement proceedings in the future and a
violation of applicable gaming laws by us or any of our subsidiaries could have a material adverse effect on our
financial condition, prospects and results of operations. Depending on the nature of any noncompliance, our failure
to comply with such laws, regulations, and ordinances may result in the suspension or revocation of any license,
registration, or other approval, a partial or complete cessation of our business, seizure of our assets, as well as the
imposition of civil fines and criminal penalties.

A description of the material regulations to which we are subject is set forth below.

Federal Regulation. At the federal level, we are subject to two key pieces of legislation. Our Native American
customers are regulated by the National Indian Gaming Commission (“NIGC”), which was established by the
Indian Gaming Regulatory Act of 1988 (the “IGRA”). The NIGC has regulatory authority over certain aspects of
Native American gaming and defines the boundaries of our dealings with the Native American marketplace and the
level of regulatory authority to which these games are subject. IGRA establishes three classes of gaming, each with
a different regulatory framework:

Class Type of Games Regulatory Oversight

I Social gaming for minimal prizes and Exclusive regulation and oversight by tribal
traditional Indian gaming. governments.

II Bingo (both in traditional and electronic Regulation by tribal governments with NIGC
form). oversight.

111 Casino style games (including slot machines, ~ Must be permitted by the state in which the
blackjack, craps and roulette). tribe is located. The state and the tribe must

have negotiated a compact approved by
NIGC, and the tribe must have adopted a
gaming ordinance approved by the NIGC.

We sell our gaming devices and systems in both Class II and Class III markets.

The Johnson Act, as amended by the Federal Gambling Devices Act of 1962 (the “Johnson Act”), requires that we
register annually with the Criminal Division of the United States Department of Justice and requires a wide variety
of record keeping and equipment identification efforts on our part. Registration is required in order for us to sell,
distribute, manufacture, transport, or receive gaming equipment, machines or components across state lines. If we
fail to comply with the requirements set forth under the Johnson Act, we could become subject to a variety of
penalties, including, but not limited to, the seizure and forfeiture of equipment.

State and Tribal Gaming Commissions. We are regulated by gaming commissions or similar authorities at the state
or tribal level as either a: (i) manufacturer of gaming devices, in those jurisdictions where we manufacture gaming
devices and systems; (ii) supplier of “associated equipment,” in those jurisdictions where we sell and service fully
integrated kiosks and other integrated kiosk solutions; and (iii) non-gaming supplier or vendor, in those jurisdictions
where we provide cash access and Central Credit services only. Such commissions or similar authorities may
include: Nevada Gaming Commission and Gaming Control Board, Mississippi Gaming Commission, Indiana
Gaming Commission, Illinois Gaming Board, New Jersey Casino Control Commission, New Jersey Division of
Gaming Enforcement, lowa Racing and Gaming Commission, the Kansas Lottery Commission, the Kansas Racing
and Gaming Commission, the Louisiana State Gaming Control Board, the Louisiana State Racing Commission, as
well as other various federal, state and local government entities and agencies.
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The process of obtaining necessary licenses, registrations, or other approvals often involves substantial disclosure of
confidential or proprietary information about us and our officers, directors, key personnel and, in certain instances,
beneficial owners of our debt or equity securities, and requires a determination by the regulators as to our suitability
as a manufacturer, supplier, or vendor to gaming establishments. Such suitability examinations may also generally
include the following:

. requiring the licensure or finding of suitability of any of our officers, directors, key employees, or
beneficial owners of our debt or equity securities as well as our key third-party vendors, suppliers,
customers, and other companies with whom we conduct business;

. the termination or disassociation with such officer, director, key employee, or beneficial owner of our
securities that fails to file an application or to obtain a license or finding of suitability and prohibiting
unapproved payments and distributions to such persons;

. the submission of detailed financial and operating reports;
. the submission of reports of material loans, leases, sales of securities, and financings; and
. the regulatory approval of certain material transactions, such as the merger with or acquisition of

other companies, the transfer or pledge of our stock or other equity interests or restrictions on transfer of
such interests, or similar financing transactions.

These regulatory obligations are imposed upon gaming-related manufacturers, suppliers, or vendors on an ongoing
basis, and there are no guaranties that we will be successful in obtaining and maintaining all necessary licenses,
permits, and approvals and to continue to hold other necessary gaming licenses, permits, and approvals to conduct
our businesses as currently being conducted by us. The expansion of our businesses, the introduction of new games,
systems, products or services, or changes to applicable rules and regulations may result in additional regulatory or
licensing requirements being imposed upon us. Many Gaming Authorities will require us to submit software and
other key technology components of our gaming devices and systems, as well as our fully integrated kiosks and
other integrated kiosk solutions, to government or third-party gaming laboratories for testing and certification prior
to deploying such games, systems, and devices in a particular gaming jurisdiction.

Gaming regulatory authorities have broad discretion and may require any beneficial holder of our securities,
regardless of the number of shares of common stock or amount of debt securities owned, to file an application, make
personal or confidential disclosures, be investigated, and be subject to a determination of suitability. Many
jurisdictions require any person who acquires beneficial ownership of more than a certain percentage of voting
securities of a gaming company and, in some jurisdictions, non-voting securities, typically 5%, to report the
acquisition to Gaming Authorities, and Gaming Authorities may require such holders to apply for qualification or a
finding of suitability, subject to limited exceptions for “institutional investors” that hold a company’s voting
securities for investment purposes only. If a beneficial holder of our securities is a corporation, partnership, or trust,
such entity must submit detailed business and financial information, which may include information regarding its
officers, directors, partners, key personnel, and beneficial owners. Further disclosure by those officers, directors,
partners, key personnel, and beneficial owners may also be required. Under some circumstances and in some
jurisdictions, an institutional investor, as defined in the applicable gaming regulations, that acquires and holds a
specified amount of our securities in the ordinary course of its business may apply to the regulatory authority for a
waiver of these licensure, qualification, or finding of suitability requirements, provided that the institutional investor
holds the voting securities for investment purposes only, meets certain thresholds relating to the number of
securities held, and certifies as to its intentions not to directly or indirectly exert control or influence over the
management, policies, and operations of the licensed entity or to change its corporate governance documents.

Tribal-State Compacts and Tribal Regulation. Native American gaming is subject to certain federal and tribal laws,
rules, and regulations, including, for purposes of illustration and without limitation, IGRA. IGRA is the federal
enactment that created the NIGC, which is vested with the authority to regulate gaming activities conducted by
federally-recognized Native American tribes on Indian lands. Tribal legislation regarding gambling operations on
Indian lands must be approved by the NIGC and, in certain instances, compacts are required to be executed between
Native American tribes and the state governments proximate to such Indian lands. Native American tribes must
adopt and submit for NIGC approval the ordinances that regulate their gaming activities. Pursuant to the
requirements of IGRA, our tribal customers require the tribe to have the sole proprietary interest in their gaming
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activities, and management contracts and collateral agreements in which tribes transfer authority to a third party for
purposes of controlling all or part of the gaming operations are subject to the express review and approval of the
NIGC. Because federally recognized Native American tribes are considered “domestic dependent nations” with
certain sovereign rights, Native American tribes can enact their own laws and regulate gaming operations and
contracts, and, with some exceptions, generally enjoy a degree of sovereign immunity, which, among other things,
recognizes a tribe’s inherent authority of self-determination and self-governance, immunizes the tribe from certain
lawsuits outside of tribal jurisdiction, and generally authorizes a tribe’s powers of taxation and spending over its
federally-recognized nation.

Class III gaming on Native American tribal lands is usually subject to the negotiation of a compact between the tribe
and the proximate state attendant to where the tribe intends to operate a gaming facility. These tribal-state compacts
typically include provisions entitling the state to receive significant sums of money in exchange for the tribe’s
operation of Class III gaming. While tribal-state compacts are intended to document the agreement between the state
and a tribe, these tribal-state compacts can be subject to disputes relative to permitted Class III gaming operations.

Charity Regulation. We have historically supplied bingo games and systems to nonprofit organizations that operate
these games for charitable, educational and other lawful purposes. Bingo for charity is not subject to a nationwide
regulatory system, such as the system created by IGRA to regulate Native American gaming, and, as a result,
regulation for this market is generally on a state-by-state basis, although in some cases it is regulated by county
commissions or other local government authorities.

Lottery Commissions. Most states and the District of Columbia have lotteries. The operation of lotteries is subject to
extensive regulation. Many aspects of lottery operations are determined by state or local legislation, but lottery
regulatory authorities exercise significant discretion to ensure the integrity of contract awards and lottery operations,
including in the process of selecting suppliers of equipment, technology and services and retailers of lottery
products. Lottery regulatory commissions typically require detailed background disclosure by and investigations of
vendors and their subsidiaries, affiliates, principal stockholders, officers, directors, and employees who will be
directly responsible for the operation of lottery systems. These regulators may have authority to order removal of
employees who they deem to be unsuitable or whose presence they believe may adversely affect the operational
security or integrity of the lottery. Some lottery commissions mandate extensive personal and financial disclosure
and background checks from persons and entities beneficially owning a specified percentage (typically 5% or more)
of a vendor’s securities. The failure of such beneficial owners of our securities to cooperate with the regulators
could result in penalties, jeopardize the award of a lottery contract to us, or provide grounds for termination of an
existing lottery contract.

Internet and Online Gaming Regulation. Several states have passed implementing legislation and regulations to
allow certain intra-state, wager-based, online casino or lottery games, such as online poker, online lottery, lottery
ticket purchases, or lottery ticket subscriptions. This is due, in part, to: (a) a rule of construction contained within the
Unlawful Internet Gaming Enforcement Act (“UIGEA”) that limits and prevents UIGEA application from altering,
limiting or extending any federal, state or tribal laws regulating gambling; (b) a definition within UIGEA that
excludes certain intra-state, intra-tribal and interstate horseracing transactions from the phrase “unlawful Internet
gambling,” provided certain threshold requirements are met; (c) a memorandum dated September 20, 2011 and
published by the United States Department of Justice, Criminal Division, in which the Department concludes,
among other things, that the Federal Wire Act of 1961 (the “Wire Act”) does not apply to interstate transmissions of
wire communications that do not relate to a sporting event or contest; and (d) traditional constitutional jurisprudence
originating from the Commerce Clause of and Tenth (10th) Amendment to the United States Constitution and
preemption jurisprudence, among others. To date, states such as Delaware, Georgia, Illinois, Michigan, Nevada,
New Jersey, New York, North Carolina, North Dakota and Pennsylvania have authorized some form of internet or
online gaming or lottery activities.

However, the legislative and regulatory environment surrounding online, wager-based games in the United States
remains uncertain and complex, and it is unclear how the legislative and regulatory framework governing these
activities will evolve in the future. Many states have yet to introduce or finalize regulations regarding the licensing
and operational requirements regarding online, wager-based activity, including the licensing and technological
requirements relating to the funding and processing of payments relating to online, wager-based casino and lottery
games. In addition, the funding of online casino gaming activity is subject to the requirement of the UIGEA, which
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may prohibit or significantly impede the funding of online, wager-based gaming activity. There is also a possibility
that the Wire Act may be amended in the future to prevent or prohibit the use of Internet or mobile-based platforms
regardless of the involvement of a sporting event or contest or that the United States Department of Justice may
amend, modify, rescind, or otherwise alter its previous memoranda and that such action may result in a materially
different interpretation of the Wire Act, which may result in civil or criminal enforcement actions.

Financial Services Regulation

Our Payments business is also subject to a number of financial services regulations:

Durbin Amendment. Rules promulgated by the Board of Governors of the Federal Reserve System, required as part
of the Dodd-Frank Wall Street Reform and Consumer Protection Act of 2010 (the “Dodd-Frank Act”), including the
so-called Durbin Amendment (the “Durbin Amendment”), establish, among other things, standards for assessing
whether debit card interchange fees received by certain debit card issuers are reasonable and proportional to the
costs incurred by issuers for electronic debit transactions. Debit card interchange fees are established by payment
card networks and ultimately paid by merchants to debit card issuers for each debit transaction.

Anti-Money Laundering. The USA PATRIOT Act of 2001, other federal statutes, generally referred to as the Bank
Secrecy Act, and implementing federal regulations require us to establish and maintain an anti-money laundering
program. Our anti-money laundering program includes: internal policies, procedures and controls designed to
identify and report money laundering, a designated compliance officer, an ongoing employee training program, and
an independent audit function to test the program. In addition, the cash access services that we provide are subject to
record keeping and reporting obligations under the Bank Secrecy Act. Our gaming establishment customers are
required to file a SAR with the U.S. Treasury Department’s Financial Crimes Enforcement Network to report any
suspicious transactions relevant to a possible violation of law or regulation. We are also required to file a SAR
where we provide our cash access services directly to patrons through financial services centers that we staff and
operate. To be reportable, such a transaction must meet criteria that are designed to identify the hiding or disguising
of funds derived from illegal activities. Our gaming establishment customers, in situations where our cash access
services are provided through gaming establishment cashier personnel, and we, in situations where we provide our
cash access services through a financial services center, are required to file a CTR of each deposit, withdrawal,
exchange of currency or other payment or transfer by, through or to us which involves a transaction in currency of
more than $10,000 in a single day. Our CashClub® product can assist in identifying transactions that give rise to
reporting obligations. When we issue or sell drafts for currency in amounts between $3,000 and $10,000, we
maintain a record of information about the purchaser, such as the purchaser’s address and date of birth.

Fund Transfers. Our POS debit card cash access transactions, credit card cash access transactions and ATM
services are subject to the Electronic Fund Transfer Act, which provides cardholders with rights with respect to
electronic fund transfers, including the right to dispute unauthorized charges, charges that list the wrong date or
amount, charges for goods and services that are not accepted or delivered as agreed, math errors and charges for
which a cardholder asks for an explanation or written proof of transaction along with a claimed error or request for
clarification. We believe the necessary policies and procedures have been implemented throughout our organization
in order to comply with the regulatory requirements for fund transfers.

State Money Transmission Laws. Many states where we complete credit card cash access and POS debit card cash
access transactions or offer our online payment processing solution require us to have a money transmitter license.

Credit Reporting. Our Central Credit gaming patron credit bureau services and check verification and warranty
services are subject to the Fair Credit Reporting Act and the Fair and Accurate Credit Transactions Act of 2003 and
their implementing rules, which require consumer credit bureaus, such as Central Credit, to provide credit report
information to businesses only for certain purposes and to otherwise safeguard credit report information, to disclose
to consumers their credit report on request, and to permit consumers to dispute and correct inaccurate or incomplete
information in their credit report. These laws and rules also govern the information that may be contained in a
consumer credit report. We continue to implement policies and procedures as well as adapt our business practices in
order to comply with these laws and regulations. In addition to federal regulations, our Central Credit gaming patron
credit bureau services are subject to the state credit reporting regulations that impose similar requirements to the
Fair Credit Reporting Act and the Fair and Accurate Credit Transactions Act of 2003.
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Debt Collection. We currently outsource most of our debt collection efforts to third parties. However, we do engage
in debt collection to collect on chargebacks on our cash access products and unpaid balances for services performed
for our check services, Central Credit services, compliance services, receivables relating to the sale and service of
our fully integrated kiosks and other integrated kiosk solutions, and other amounts owing to us in connection with
performing various services for our customers. All such collection practices may be subject to the Fair Debt
Collection Practices Act, which prohibits unfair, deceptive or abusive debt collection practices, as well as consumer-
debt-collection laws and regulations adopted by the various states.

Privacy Regulations. Our collection of information from patrons who use our financial products and services, such
as our cash access services, are subject to the financial information privacy protection provisions of the Gramm-
Leach-Bliley Act and its implementing federal regulations. We gather, as permitted by law, non-public, personally-
identifiable financial information from patrons who use our cash access services, such as names, addresses,
telephone numbers, bank and credit card account numbers and transaction information. The Gramm-Leach-Bliley
Act requires us to safeguard and protect the privacy of such non-public personal information and also requires us to
make disclosures to patrons regarding our privacy and information sharing policies and give patrons the opportunity
to direct us not to disclose information about them to unaffiliated third parties in certain situations. We are also
subject to state privacy regulations which, in some cases, may be even stricter than federal law. We continue to
implement policies and programs as well as adapt our business practices in order to comply with federal and state
privacy laws and regulations.

ATM Operations. The Electronic Fund Transfer Act requires us to disclose certain notices regarding the fees that
we charge for performing an ATM transaction as well as to incorporate such notices on the ATM screens to notify
patrons of such fees prior to completing an ATM transaction. Our ATM services are also subject to applicable state
banking regulations in each jurisdiction in which we operate ATMs which require, among other things, that we
register with the state banking regulators as an operator of ATMs, that we provide gaming patrons with notices of
the transaction fees assessed upon use of our ATMs, that our transaction fees do not exceed designated maximums,
that we offer gaming patrons a means of resolving disputes with us, and that we comply with prescribed safety and
security requirements. In addition, the ATMs that we operate are subject to requirements of the Americans with
Disabilities Act, which in general require that ATMs be accessible to individuals with disabilities, such as visually-
impaired persons.

Check Cashing. In jurisdictions in which we serve as a check casher, we are required to be licensed by the
applicable state banking regulator to operate as a check casher. Some states also impose restrictions on this activity,
such as limits on the amounts of service fees that may be imposed on the cashing of certain types of checks,
requirements as to records that must be kept with respect to dishonored checks and requirements as to the contents
of receipts that must be delivered to gaming patrons at the time a check is cashed.

Network and Card Association Regulations. In addition to the governmental regulation described above, some of
our services are also subject to rules promulgated by various payment networks, EFT networks and card
associations. For example, we must comply with the Payment Card Industry (“PCI”) Data Security Standard. We
have been designated as a compliant service provider under the PCI Data Security Standard. We must be certified to
maintain our status as a compliant service provider on an annual basis.

EMV, designed to deter fraudulent card transactions related to identity theft, counterfeit cards and the misuse of lost
or stolen cards via enhanced card authentication, transaction authorization and cardholder verification using chip-
based smart-cards. EMV has been adopted in many regions of the world as the global standard for fraud deterrence
in chip-based smart-card payments. In October 2015, the network and card associations began shifting liability for
fraudulent POS and ATM transactions generated through EMV-capable cards onto merchants whose devices are not
capable of processing chip-based smart-card EMV transactions. This shifts the responsibility for chargebacks due to
fraudulent transactions on such cards from the card issuer onto the merchant.

As a merchant of cash access transactions processed through MasterCard, Visa, Discover, and American Express,
all who have adopted the EMV standard, and as an operator of ATMs, our POS, fully integrated kiosk and ATM
devices are subject to the EMV standard. This requires us to maintain our fleet of U.S.-based POS, fully integrated
kiosk and ATM devices to support the EMV standard.
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International Regulation

We are also subject to a variety of gaming and financial services regulations and other laws, including the Foreign
Corrupt Practices Act, in the international markets in which we operate. We expect to become subject to additional
gaming and financial services regulations and other laws in the jurisdictions into which we expand our operations.
Our expansion into new markets is dependent upon our ability to comply with the regulatory regimes adopted by
such jurisdictions. Difficulties in obtaining approvals, licenses or waivers from the gaming and monetary
authorities, in addition to other potential regulatory and quasi-regulatory issues that we have not yet ascertained,
may arise in other international jurisdictions into which we wish to enter.

Item 1A. Risk Factors.

The following section describes material risks and uncertainties that we believe may adversely affect our business,
financial condition, results of operations or the market price of our stock. This section should be read in
conjunction with our Financial Statements and Results of Operations included elsewhere in this Annual Report on
Form 10-K.

Risks Related to Our Business
We have recorded net losses in each of the last three fiscal years and we may not generate profits in the future.

We had net losses of $51.9 million, $249.5 million and $105.0 million for the years ended December 31, 2017, 2016
and 2015, respectively. As a result of the interest payments on the indebtedness incurred in connection with Everi
Holdings’ purchase of Everi Games Holding in December 2014 (the “Merger”), amortization of intangible assets
associated with the Merger and other acquisitions, other related acquisition and financing costs, asset impairment
charges and depreciation and other amortization, we may not be able to generate profits in the future. We expect to
continue to incur charges in the future in connection with the Merger and future acquisitions and we cannot assure
you that we will generate net profits from operations in 2018 or subsequent years. Our ability to generate net profits
in the future will depend, in part, on our ability to:

. establish strategic business relationships with new and existing customers;

. sell our products and services into new markets and to new customers in existing markets and retain our
existing customers;

. develop new games or license third party content in our Games business and develop new products and
services in our Payments business;

. effectively manage a larger and more diversified workforce and business;
. react to changes, including technological and regulatory changes, in the markets we target or operate in;
. respond to competitive developments and challenges;

. continue to comply with the EMV global standard for cards equipped with security chip technologys;
and

. attract and retain experienced and talented personnel.
We may not be able to do any of these successfully, and our failure to do so could have a material adverse effect on

our business, financial condition, operations or cash flows, which could, among other things, affect our ability to
make payments under our New Credit Facilities (defined herein) or the 2017 Unsecured Notes (as defined herein).
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Our substantial leverage could adversely affect our ability to raise additional capital to fund our operations, limit
our ability to react to changes in our industry or the economy, expose us to interest rate risk to the extent of our
variable rate debt, and prevent us from meeting our obligations with respect to our indebtedness.

As of December 31, 2017, our total indebtedness was approximately $1.2 billion, which included the New Credit
Facilities and the 2017 Unsecured Notes, each of which contain restrictive covenants. Our high degree of leverage
could have significant adverse effects on our business, including:

. requiring a substantial portion of cash flow from operations to be dedicated to the payment of principal
and interest on our indebtedness, therefore reducing our ability to use our cash flow to fund our
operations, capital expenditures, and future business opportunities;

. making it more difficult for us to satisfy our obligations with respect to our indebtedness and any failure
to comply with the obligations of any of our debt instruments, including restrictive covenants and
borrowing conditions, could result in an event of default under the New Credit Facilities and the
indentures governing the 2017 Unsecured Notes;

. increasing our vulnerability to adverse economic, industry or competitive developments;
. restricting us from making strategic acquisitions or causing us to make non-strategic divestitures;
. limiting our ability to obtain additional financing for working capital, capital expenditures, product

development, debt service requirements, acquisitions and general corporate or other purposes; and

. limiting our flexibility in planning for, or reacting to, changes in our business or market conditions and
placing us at a competitive disadvantage compared to our competitors who are less highly leveraged or
may have more resources than us and who therefore may be able to take advantage of opportunities that
our leverage prevents us from exploiting.

We may not be able to generate sufficient cash to service all of our indebtedness, including the New Credit
Facilities and the 2017 Unsecured Notes, and fund our working capital and capital expenditures, and we may be
forced to take other actions to satisfy our obligations under our indebtedness, which may not be successful.

Our ability to make scheduled payments on our indebtedness, including the New Credit Facilities and the 2017
Unsecured Notes, will depend upon our future operating performance and on our ability to generate cash flow in the
future, which is subject to general economic, financial, business, competitive, legislative, regulatory, and other
factors that are beyond our control. We cannot assure you that our business will generate sufficient cash flow from
operations, or that future borrowings, including those under the New Credit Facilities, will be available to us in an
amount sufficient to pay our indebtedness or to fund other liquidity needs.

If our cash flows and capital resources are insufficient to fund our debt service obligations, we could face substantial
liquidity problems and could be forced to reduce or delay investment and capital expenditures or to dispose of
material assets or operations, seek additional equity capital, or restructure or refinance our indebtedness. We may
not be able to affect any such alternative measures, if necessary, on commercially reasonable terms or at all and,
even if successful, such alternative actions may not allow us to meet our scheduled debt service obligations. The
New Credit Facilities and the indenture governing the 2017 Unsecured Notes restrict our ability to dispose of assets
and use the proceeds from any such disposition.

If we cannot make scheduled payments on our debt, we will be in default and, as a result, the holders of the 2017
Unsecured Notes could declare all outstanding principal and interest to be due and payable, the lenders under the
New Credit Facilities could declare all outstanding amounts under such facilities due and payable and terminate
their commitments to loan money, and, in each case, foreclose against the assets securing the borrowings under the
New Credit Facilities, and we could be forced into bankruptcy or liquidation.

If our indebtedness is accelerated, we may need to refinance all or a portion of our indebtedness before maturity. We
may not be able to refinance any of our indebtedness on commercially reasonable terms or at all. There can be no
assurance that we will be able to obtain sufficient funds to enable us to repay or refinance our debt obligations on
commercially reasonable terms, or at all.

19



The agreements and instruments governing our debt impose restrictions that may limit our operating and
financial flexibility.

The New Credit Facilities and the indenture governing the 2017 Unsecured Notes contain a number of significant
restrictions and covenants that limit our ability to:

. incur additional indebtedness;

. sell assets or consolidate or merge with or into other companies;
. pay dividends or repurchase or redeem capital stock;

. make certain investments;

. issue capital stock of our subsidiaries;

. incur liens;

. prepay, redeem or repurchase subordinated debt; and

. enter into certain types of transactions with our affiliates.

These covenants could have the effect of limiting our flexibility in planning for or reacting to changes in our
business and the markets in which we compete. In addition, the New Credit Facilities require us to comply with a
financial maintenance covenant under certain circumstances. Operating results below current levels or other adverse
factors, including a significant increase in interest rates, could result in our being unable to comply with the
financial covenants contained in the New Credit Facilities, if applicable. If we violate this covenant and are unable
to obtain a waiver from our lenders, our debt under the New Credit Facilities would be in default and could be
accelerated by our lenders. Based on cross-default provisions in the agreements and instruments governing our
indebtedness, a default under one agreement or instrument could result in a default under, and the acceleration of,
our other indebtedness. In addition, the lenders under the New Credit Facilities could proceed against the collateral
securing that indebtedness.

If our indebtedness is accelerated, we may not be able to repay our debt or borrow sufficient funds to refinance it.
Even if we are able to obtain new financing, it may not be on commercially reasonable terms, on terms that are
acceptable to us, or at all. If our debt is in default for any reason, our business, financial condition and results of
operations could be materially and adversely affected. In addition, complying with these covenants may make it
more difficult for us to successfully execute our business strategy and compete against companies that are not
subject to such restrictions.

Our net operating losses and other tax credit carry forwards are subject to limitations that could potentially
reduce these tax assets.

As of December 31, 2017, we had tax effected federal and state net operating loss (“NOL”) carry forwards of
approximately $74.1 million and $13.1 million, respectively, federal research and development credit carry forwards
of approximately $6.0 million, and foreign tax credit carry forwards of approximately $0.5 million. The federal net
operating losses can be carried forward and applied to offset taxable income for 20 years and will expire starting in
2022. The state net operating loss carry forwards will expire between 2018 and 2038. The federal research and
development credits are limited to a 20 year carry forward period and will begin to expire in varying amounts in
2029, if not utilized. The foreign tax credits can be carried forward 10 years and will expire in 2020, if not utilized.

Based on the weight of available evidence, including both positive and negative indicators, if it is more likely than
not that a portion, or all, of the deferred tax assets will not be realized, we must consider recording a valuation
allowance. Greater weight is given to evidence that is objectively verifiable, most notably historical results. As we
are in a cumulative loss position, we increased our valuation allowance for deferred tax assets by $2.3 million (net
of a reduction for the decrease in the US federal corporate tax rate) during 2017, related to these NOL and other tax
credit carry-forwards. Our ability to utilize the remaining NOL and other tax credit carry forwards to reduce taxable
income in future years may be further limited, including the possibility that projected future taxable income is
insufficient to realize the benefit of these NOL carry forwards prior to their expiration. To the extent our results of
operations do not improve, we may not have the ability to overcome the more likely than not accounting standard
that would allow us to reverse the valuation allowance and may be subject to record an additional valuation
allowance in the future.
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Our ability to use these tax assets could be adversely affected by the limitations of Sections 382, 383 and 384 of the
Internal Revenue Code. In addition, a portion of our NOL’s include amortization of goodwill for tax purposes
associated with a restructuring that occurred in 2004, which could be subject to audit by the IRS and thus may have
an adverse effect on our NOL carry forwards.

The recently passed Tax Cuts and Jobs Act of 2017 (“2017 Tax Act”) could adversely affect our business and
financial condition.

The 2017 Tax Act, among other changes, makes a US federal net operating loss less valuable as an asset due to a
new flat US federal corporate income tax rate of 21%, replacing a graduated rate with a maximum income tax rate
of 35%, effective January 1, 2018. Net operating losses arising in taxable years beginning after December 31, 2017
are limited in use to offset eighty percent of taxable income, without the ability to carryback such net operating
losses, but with an indefinite carryforward of such losses (instead of the former 2 year carryback and 20 year
carryforward for net operating losses arising in taxable years beginning before December 31, 2017). The amount of
the net US federal interest expense deduction is generally limited to (a) 30% of adjusted taxable income, calculated
without regard to depreciation, amortization, depletion or interest, effective for tax years beginning after December
31, 2017 and before January 1, 2022 and (b) 30% of adjusted taxable income, calculated without regard to interest
(reduced by depreciation, amortization and depletion), effective for tax years beginning after December 31, 2021.
Disallowed amounts may be carried forward indefinitely, subject to ownership change limitations. We continue to
examine the impact this tax reform legislation may have on our deferred tax assets and our business.
Notwithstanding the reduction in the corporate income tax rate, the overall impact of the 2017 Tax Act is uncertain
and our business and financial condition could be adversely affected.

We may experience network or system failures, or service interruptions, including cybersecurity attacks or other
technology risks. Our inability to protect our systems and data against such risks could harm our business and
reputation.

In the course of providing our cash access services, we engage third-party processors, data center providers,
telecommunication networks and other third-party technology vendors. In addition, we gather, as permitted by law,
non-public, personally-identifiable financial information from patrons who use our cash access services, such as
names, addresses, telephone numbers, bank and credit card account numbers and transaction information, which
may be routed through our third-party vendors. We are required by law to safeguard and protect the privacy of such
non-public personal information and we take such responsibilities seriously, which we demonstrate by carefully
vetting the third parties we choose to provide technology services to us.

In the course of providing our gaming related products and services, we engage third-party processors, data center
providers, telecommunication networks and other third-party technology vendors. In the event our EGMs are
compromised, gaming establishments may require us to remediate any abnormality or suspicious activity or require
us to indemnify casino operators for lost business and, potentially, their patrons. This may have cascading
implications across our network security platform and information technology infrastructure that could require
greater management and employee focus on these issues, resulting in lost productivity and increased costs. We also
could be subject to liability claims or regulatory compliance implications.

Our internal network, systems and related infrastructure, in addition to the networks, systems and related
infrastructure of our third-party technology vendors, may be vulnerable to computer viruses and other malware that
infiltrate such systems and networks, as well as physical or electronic security breaches, natural disasters and similar
disruptions. They may also be the target of attempts to identify and exploit network and system vulnerabilities,
penetrate or bypass security measures in order to interrupt or degrade the quality of the services we receive, or
provide or otherwise gain unauthorized access to our networks and systems or those of our third-party vendors.
These vulnerabilities or other attempts at access may result from, or be caused by, human error or technology
failures, but they may also be the product of malicious actions by third parties intending to harm our business. The
methods that may be used by these third parties to cause service interruptions or failures or to obtain unauthorized
access to information change frequently, are difficult to detect, and are hard to defend against. Our defensive
measures, and those employed by our third-party vendors, may not be sufficient to defend against all such methods,
and any such failure to defend could lead to interruptions or outages of our services, delays, loss of data or public
release of confidential data. In some instances, such failures could cause us to fail to meet contractual deadlines or
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specifications and force us to renegotiate contracts on less favorable terms, pay penalties or liquidated damages or
suffer major losses if the customer exercises its right to terminate. We are parties to certain agreements that could
require us to pay damages resulting from loss of revenues if our systems are not properly functioning or as a result
of a system malfunction. For example, our agreement with the New York State Gaming Commission permits
termination of the contract at any time for failure by us or our system to perform properly, and any such unforeseen
downtime could subject us to liquidated damages. In addition, if we fail to meet the terms specified in our contracts,
we may not realize their full benefits. Failure to perform under any contract could result in substantial monetary
damages, as well as contract termination. We also could be subject to liability for claims relating to misuse of
personal information in violation of contractual obligations or data privacy laws. In addition, we cannot provide
assurance that the contractual requirements related to the security and privacy that we impose on our third-party
vendors who have access to this data will be followed or will be adequate to prevent the misuse of this data.

Any of the issues described above, whether experienced by us or a third-party vendor, could harm our reputation,
deter existing and prospective customers from using our services, increase our operating expenses in order to
contain and remediate the incident, expose us to unanticipated or uninsured liabilities, disrupt our operations
(including potential service interruptions), distract our management, increase our risk of litigation or regulatory
scrutiny, result in the imposition of penalties and fines under applicable laws, or lead to the loss of customers and
revenue. We maintain insurance against cybersecurity and related risks, but it may not cover all losses that we could
suffer.

The gaming industry is intensely competitive, and if we are unable to compete effectively, our business could be
negatively impacted.

The market for gaming devices, cash access products, and related services is highly competitive, and we expect
competition to increase and intensify in the future. In both our Games and Payments businesses, some of our
competitors and potential competitors have significant advantages over us, including greater name recognition,
longer operating histories, pre-existing relationships with current or potential customers with respect to other
financial services, greater financial, research, design, development, marketing, technological and other resources,
and more ready access to capital resources, which allow them to respond more quickly to new or changing
opportunities, be in a better position to compete as well as, in respect of our cash access business, to pay higher
commissions or other incentives to gaming establishments in order to gain new customers. In our Payments
business, we compete with other established providers of cash access products and services, including third-party
transaction processors, financial institutions and other regional and local banks that operate ATMs on the premises
of gaming establishments. To the extent that we lose customers to these competitors, or competitive pressures force
us to offer incentives or less favorable pricing terms to us to establish or maintain relationships with gaming
establishments, our business, financial condition, operations or cash flows could be materially and adversely
affected.

Our business is dependent upon consumer demand for gaming and overall economic trends specific to the
gaming industry. Economic downturns or a decline in the popularity of gaming could reduce the number of
patrons that use our products and services or the amounts of cash that they access using our services.

We provide our gaming-related and cash access products and services almost exclusively to gaming establishments.
As a result, our business depends on consumer demand for gaming. Gaming is a discretionary leisure activity,
participation in which has in the past and may in the future decline during periods of (i) economic growth, due to
changes in consumers’ spending habits, (ii) economic downturns, due to decreases in our customers’ disposable
income or general tourism activities, and (iii) declining consumer confidence, due to general economic conditions,
geopolitical concerns or other factors. Gaming competes with other leisure activities as a form of consumer
entertainment and may lose popularity as new leisure activities arise or as other leisure activities become more
popular. In addition, gaming in traditional gaming establishments (to which we sell our products and services)
competes with internet-based gaming. The popularity and acceptance of gaming is also influenced by the prevailing
social mores and changes in social mores, including changes driven by social responsibility organizations that are
dedicated to addressing problem gaming, which could result in reduced acceptance of gaming as a leisure activity or
litigation or lobbying efforts focused on limiting gaming activities. To the extent that the popularity or availability
of gaming in traditional gaming establishments declines as a result of any of these factors, the demand for our cash
access and gaming-related products and services, or the willingness of our customers to spend new capital on
acquiring gaming equipment or utilize revenue share agreements, may decline and our business may be harmed.
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Most of our leased gaming device contracts with our customers are on a month-to-month basis, and if we are
unable to maintain our current customers on terms that are favorable to us, our business, financial condition,
operations or cash flows may suffer a material adverse effect.

Most of our leased gaming device contracts with our customers are generally on a month-to-month basis, except for
customers with whom we have entered into development and placement fee agreements. We do not rely upon the
stated term of our gaming device contracts to retain the business of our customers. We rely instead upon providing
competitive player terminals, games and systems to give our customers the incentive to continue doing business
with us. At any point in time, a significant portion of our gaming device business is subject to nonrenewal, which
may materially and adversely affect our earnings, financial condition and cash flows. To renew or extend any of our
customer contracts generally, we may be required to accept financial and other terms that are less favorable to us
than the terms of the expired contracts. In addition, we may not succeed in renewing customer contracts when they
expire. If we are required to agree to other less favorable terms to retain our customers or we are not able to renew
our relationships with our customers upon the expiration of our contracts, our business, financial condition,
operations or cash flows could suffer a material adverse effect.

Tribal gaming customers who have historically operated large quantities of Class Il gaming units may negotiate
into arrangements with state governments or renegotiate existing gaming compacts that could impact the amount
of Class Il gaming devices currently supplied by the Company. If we are unable maintain our existing placement
of units, then our business, financial condition, operations or cash flows may suffer an adverse effect.

As of December 31, 2017, we operated 8,875 Class Il gaming units under lease or daily fixed fee arrangements to
our customers. Customers who enter into compacts with state governments may desire to change from Class II
gaming units to Class III gaming units, as Class III units generally perform better than Class II units. This may
result in the loss of placements under lease or daily fixed fee arrangements as customers purchase or lease Class III
units from other equipment suppliers to replace our existing Class II units. If we are unable to replace these lost
units with our proprietary Class III units, then our business, financial condition, operations or cash flows may suffer
an adverse effect.

If we are unable to renew our contract with the New York State Gaming Commission, our revenues, financial
condition, operations or cash flows may suffer a material adverse effect.

Our contract to provide an accounting and central determinant system for the VLTs in the State of New York has
provided Games segment revenues of approximately $18.1 million for the years ended December 31, 2017 and
2016. In January 2018, an amendment to the agreement between Everi Games and the New York State Gaming
Commission was approved and became effective. Under this amendment, Everi Games will continue to provide and
maintain the central determinant system for the New York Lottery through December of 2019. Upon its expiration,
if we are unsuccessful in renewing the contract, our business, financial condition, operations or cash flows may
suffer a material adverse effect.

Consolidation among our customers could have a material adverse effect on our revenues and profitability.

We often execute contracts with customers pursuant to which we provide products and services at multiple gaming
establishments. Accordingly, the expiration or termination of a single key contract can mean the loss of multiple
gaming facilities at which our products and services are used. In addition, consolidation among operators of gaming
establishments may also result in the loss of customers if one of our customers is acquired by a business that utilizes
one of our competitors.

We derive a significant portion of our revenue from Native American tribal customers, and our ability to
effectively operate in Native American gaming markets is vulnerable to legal and regulatory uncertainties,
including the ability to enforce contractual rights on Native American land.

We derive a significant percentage of our revenue from the provision of cash access and gaming-related products
and services to gaming facilities operated on Native American lands.

Native American tribes that are federally recognized are considered “domestic dependent nations” with certain
sovereign rights and, in the absence of a specific grant of authority by Congress to a state or a specific compact or
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agreement between a tribal entity and a state that would allow the state to regulate activities taking place on Native
American lands, such tribes can enact their own laws and regulate gaming operations and contracts. In this capacity,
Native American tribes generally enjoy a degree of sovereign immunity, which, among other things, recognizes a
tribe’s inherent authority of self-determination and self-governance, immunizes the tribe from certain lawsuits
outside of tribal jurisdiction, and generally authorizes a tribe’s powers of taxation and spending over its federally-
recognized nation. Accordingly, before we can seek to enforce contract rights with a Native American tribe, or an
agency or instrumentality of a Native American tribe, we must obtain from the Native American tribe a general or
limited waiver of its sovereign immunity with respect to the matter in dispute, which we are not always able to do.
Without a general or limited waiver of sovereign immunity, or if such waiver is held to be ineffective, we could be
precluded from judicially enforcing any rights or remedies against a Native American tribe, including the right to
enter Native American lands to retrieve our property in the event of a breach of contract by the tribal party to that
contract. Even if the waiver of sovereign immunity by a Native American tribe is deemed effective, there could be
an issue as to the forum in which a lawsuit may be brought against the Native American tribe. Federal courts are
courts of limited jurisdiction and generally do not have jurisdiction to hear civil cases relating to Native American
tribes, and we may be unable to enforce any arbitration decision effectively. Although we attempt to agree upon
governing law and venue provisions in our contracts with Native American tribal customers, these provisions vary
widely and may not be enforceable.

Certain of our agreements with Native American tribes are subject to review by regulatory authorities. For example,
our development agreements are subject to review by the NIGC, and any such review could require substantial
modifications to our agreements or result in the determination that we have a proprietary interest in a Native
American tribe’s gaming activity, which could materially and adversely affect the terms on which we conduct our
business. The NIGC has previously expressed the view that some of our development agreements could be in
violation of the requirements of the IGRA and Native American tribal gaming regulations, which state that the
Native American tribes must hold “sole proprietary interest” in the Native American tribes’ gaming operations,
which presents additional risk for our business. The NIGC may also reinterpret applicable laws and regulations,
which could affect our agreements with Native American tribes. We could also be affected by alternative
interpretations of the Johnson Act as the Native American tribes, who are the customers for our Class II games,
could be subject to significant fines and penalties if it is ultimately determined they are offering an illegal game, and
an adverse regulatory or judicial determination regarding the legal status of our products could have material
adverse consequences for our business, financial condition, operations, cash flows or prospects.

Government enforcement, regulatory action, judicial decisions and proposed legislative action have in the past, and
will likely continue to affect our business, financial condition, operations, cash flows and prospects in Native
American tribal lands. The legal and regulatory uncertainties surrounding our Native American tribal agreements
could result in a significant and immediate material adverse effect on our business, financial condition, operations or
cash flows. Additionally, such uncertainties could increase our cost of doing business and could take management’s
attention away from operations. Regulatory action against our customers or equipment in these or other markets
could result in machine seizures and significant revenue disruptions, among other adverse consequences. Moreover,
Native American tribal policies and procedures, as well as tribal selection of gaming vendors, are subject to the
political and governance environment within each Native American tribe. Changes in tribal leadership or tribal
political pressure can affect our business relationships within Native American markets.

Certain Native American tribes require us to contract with entities that are owned, controlled or managed by tribal
members to provide a portion of our services. In some instances, these entities are subcontractors of ours in
connection with providing our services, while in other instances we are a subcontractor to these entities who
contract with the applicable tribal gaming casino or tribe directly to provide cash access services. Our ability to
provide our services is dependent upon our relationship with these third parties and their ability to provide services
in accordance with the terms of our contractual arrangement with these third parties and, in some instances, the third
parties’ relationship or contractual arrangement with the applicable tribal gaming casino or tribe.

Our business depends on our ability to introduce new, commercially viable games, products and services in a
timely manner.

Our success is dependent on our ability to develop and sell new games, products and services that are attractive not
only to our customers but also to their customers, the gaming patrons. If our games, products, and services do not
appeal to gaming operators and patrons, or do not meet or sustain revenue and profitability of contractual
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obligations and expectations, we may lose business to our competitors. Additionally, we may be unable to enhance
existing games, products and services in a timely manner in response to changing regulatory, legal or market
conditions or customer requirements, or new games, products and services may not achieve market acceptance in
new or existing markets. Delay in regulatory approvals of new gaming devices and equipment may adversely impact
new product deployment. Furthermore, as we attempt to generate new streams of revenue by selling our games,
products and services to new customers in new jurisdictions, we will face licensing and approval requirements of
Gaming Authorities influencing the timing of our market entry and we may have difficulty implementing an
effective sales strategy for these new jurisdictions. If we are unable to keep pace with rapid innovations in new
technologies or product design and deployment or if we are unable to quickly adapt our development,
manufacturing or sales processes to compete, our business, financial condition, operations or cash flows could suffer
a material adverse effect.

We may not successfully enter new markets and potential new markets may not develop quickly or at all.

If and as new and developing domestic markets develop, competition among providers of gaming-related and cash
access products and services will intensify. We will face a number of hurdles in our attempts to enter these markets,
including the need to expand our sales and marketing presence, compete against pre-existing relationships that our
target customers may have with our competitors, the uncertainty of compliance with new or developing regulatory
regimes (including regulatory regimes relating to Internet gaming) with which we are not currently familiar, and
oversight by regulators that are not familiar with us or our businesses. Each of these risks could materially impair
our ability to successfully expand our operations into these new and developing domestic markets.

In addition, as we attempt to sell our gaming-related and cash access products and services into international
markets in which we have not previously operated, we may become exposed to political, economic, tax, legal and
regulatory risks not faced by businesses that operate only in the United States. The legal and regulatory regimes of
foreign markets and their ramifications on our business are less certain. Our international operations are subject to a
variety of risks, including different regulatory requirements and interpretations, trade barriers, difficulties in staffing
and managing foreign operations, higher rates of fraud, compliance with anti-corruption and export control laws,
fluctuations in currency exchange rates, difficulty in enforcing or interpreting contracts or legislation, political and
economic instability and potentially adverse tax consequences. Difficulties in obtaining approvals, licenses or
waivers from the monetary and Gaming Authorities of other jurisdictions, in addition to other potential regulatory
and quasi-regulatory issues that we have not yet ascertained, may arise in international jurisdictions into which we
attempt to enter. In these new markets, our operations will rely on an infrastructure of, among other things, financial
services and telecommunications facilities that may not be sufficient to support our business needs, such as the
authorization and settlement services that are required to implement electronic payment transactions and the
telecommunications facilities that would enable us to reliably connect our networks to our products at gaming
establishments in these new markets. In these new markets, we may additionally provide services based upon
interpretations of applicable law, which interpretation may be subject to regulatory or judicial review. These risks,
among others, could materially and adversely affect our business, financial condition and operations. In connection
with our expansion into new international markets, we may forge strategic relationships with business partners to
assist us. The success of our expansion into these markets therefore may depend in part upon the success of the
business partners with whom we forge these strategic relationships. If we do not successfully form strategic
relationships with the right business partners or if we are not able to overcome cultural or business practice
differences, our ability to penetrate these new international markets could suffer.

We are subject to the risk that the domestic or international markets we attempt to enter or expand into may not
develop as quickly as anticipated, or at all. The development of new gaming markets is subject to political, social,
regulatory and economic forces beyond our control. The expansion of gaming activities in new markets can be very
controversial and may depend heavily on the support and sponsorship of local government. Changes in government
leadership, failure to obtain requisite voter support in referendums, failure of legislators to enact enabling legislation
and limitations on the volume of gaming activity that is permitted in particular markets may inhibit the development
of new markets. Further, our estimates of the potential future opportunities in new markets are based on a variety of
assumptions that may prove to be inaccurate. To the extent that we overestimate the potential of a new market,
incorrectly gauge the timing of the development of a new market or fail to anticipate the differences between a new
market and our existing markets, we may fail in our strategy of growing our business by expanding into new
markets. Moreover, if we are unable to meet the needs of our existing customers as they enter markets that we do
not currently serve, our relationships with these customers could be harmed.
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We may not realize satisfactory returns on money loaned or otherwise funded to new and existing customers to
develop or expand gaming facilities.

In our gaming business, we enter into placement fee agreements typically to secure a long-term revenue share
percentage and a fixed number of player terminal placements in the gaming facility. These placement fee
arrangements may provide for the removal of our player terminal placements in the event of poor game performance
with no further obligation of the gaming customer. Additionally, we have historically entered into development fee
arrangements and may continue to do so in the future. Under the development fee arrangements, we provide
financing for construction, expansion or remodeling of gaming facilities in exchange for a long-term revenue share
percentage and a fixed number of player terminal placements in the gaming facility until the development fee is
repaid to us. The success of these ventures is dependent upon the timely completion of the gaming facility, the
placement of our player terminals and a favorable regulatory environment. Our development and placement efforts
and financing activities may result in operating difficulties, financial and regulatory risks, or required expenditures
that could materially and adversely affect our liquidity. In connection with one or more of these transactions, and to
obtain the necessary development and placement fee funds, we may need to extend secured and unsecured credit to
potential or existing customers that may not be repaid, incur debt on terms unfavorable to us, incur difficulties in
perfecting security interests in collateral on Indian lands, or that we are unable to repay, or incur other contingent
liabilities. The failure to maintain controls and processes related to our collection efforts or the deterioration of
regulatory or financial condition of our customers could negatively impact our business.

We depend on third-party transaction processors, third-party data center providers, telecommunication networks
and other third-party technology vendors to provide our cash access and related services; and if we, or any of
these third parties, experience system or service failures, the products and services we provide could be delayed or
interrupted, which could harm our business and reputation.

Our ability to provide uninterrupted and high levels of services depends upon the performance of the third-party
processors, data center providers, telecommunication networks and other third-party technology vendors that we
use. Any significant interruptions in, or degradation of, the quality of the services, including infrastructure storage
and support, that these third parties provide to us could severely harm our business and reputation and lead to the
loss of customers and revenue. Our internal network, systems and related infrastructure as well as third-party
providers and their networks, systems and related infrastructure are potentially vulnerable to computer viruses,
physical or electronic security breaches, natural disasters and similar disruptions, which could lead to interruptions
or outages of our services, delays, loss of data or public release of confidential data, all of which could have a
material adverse effect on our business, financial condition, operations or cash flows. In some instances, such
failures could cause us to fail to meet contractual deadlines or specifications and force us to renegotiate contracts on
less favorable terms, pay penalties or liquidated damages or suffer major losses if the customer exercises its right to
terminate. We are parties to certain agreements that could require us to pay damages resulting from loss of revenues
if our systems are not properly functioning or as a result of a system malfunction. For example, our agreement with
the New York State Gaming Commission permits termination of the contract at any time for failure by us or our
system to perform properly, and any such unforeseen downtime could subject us to liquidated damages. In addition,
if we fail to meet the terms specified in our contracts, we may not realize their full benefits. Failure to perform under
any contract could result in substantial monetary damages, as well as contract termination. Our results of operations
are dependent on our ability to maximize our earnings from our contracts.

We typically rely on a single third-party processor to process substantially all of our cash access transactions that
are processed through various card associations and EFT payment networks, and the failure of our third-party
processor to adequately provide such processing services could have a material adverse effect on our business,
financial condition, operations or cash flows.

We typically rely on a single third party to provide processing services for the majority of our cash access
transactions by obtaining authorizations for ATM cash withdrawal, POS debit card and credit card cash access
transactions and to provide settlement transaction files to card associations and EFT payment networks for some of
these transactions. If our third-party processor fails to adequately provide these services, it could result in our
systems being unable to process our cash access transactions intermittently or for extended periods of time, which
could have a material adverse effect on our business, financial condition, operations or cash flows.
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An unexpectedly high level of chargebacks, as the result of fraud or otherwise, including in connection with new
technology standards being implemented in the United States regarding chip-based cards, could materially and
adversely affect our cash access business.

In 1994, Europay, MasterCard and Visa jointly developed EMV, designed to deter fraudulent card transactions
related to identity theft, counterfeit cards and the misuse of lost or stolen cards via enhanced card authentication,
transaction authorization and cardholder verification using chip-based smart-cards. EMV has been adopted in many
regions of the world as the global standard for fraud deterrence in chip based smart-card payments. Historically, the
U.S. payments industry has relied on magnetic stripe cards instead of EMV compliant chip-based cards. Recently,
however, U.S. card issuers have begun to offer EMV-capable chip-based smart-cards, and as of October 1, 2015, the
U.S. payment card industry shifted the liability for fraudulent transactions generated through EMV-enabled cards
onto merchants whose devices are not capable of processing chip-based smart-card EMV transactions. This shifted
the responsibility for chargebacks due to fraudulent transactions on such cards from the card issuer onto the
merchant. We currently do not incur such costs as we are compliant with the EMV regulations. However, if we are
unable to maintain such status, our cash access business may be adversely affected.

When patrons use our cash access services, we either dispense cash or produce a negotiable instrument that can be
exchanged for cash. If a completed cash access transaction is subsequently disputed, and if we are unsuccessful in
establishing the validity of the transaction, we may not be able to collect payment for such transaction and such
transaction becomes a chargeback. In the event that we incur chargebacks in excess of specified levels, we could
lose our sponsorship into the card associations or be censured by the card associations by way of fines or otherwise.
Our failure to adequately manage our chargebacks could have a material adverse effect on our business, financial
condition, operations or cash flows.

Changes in consumer willingness to pay a fee to access their funds could reduce the demand for our cash access
products and services.

Our cash access business depends upon the willingness of patrons to pay a service fee to access their own funds on
the premises of a gaming establishment. In most retail environments, consumers typically do not pay an additional
fee for using non-cash payment methods such as credit cards, POS debit cards or checks. Gaming patrons could
bring more cash with them to gaming establishments or access cash outside of gaming establishments without
paying a fee for the convenience of not having to leave the gaming establishment. To the extent that gaming patrons
become unwilling to pay these fees for convenience or lower cost cash access alternatives become available, the
demand for cash access services within gaming establishments will decline and our business could suffer.

If we are unable to protect our intellectual property adequately or obtain intellectual property rights and
agreements, we may lose valuable competitive advantages, be forced to incur costly litigation to protect our
rights, or be restricted in our ability to provide various products in our markets.

Our success depends, in part, on developing and protecting our intellectual property. We rely on copyright, patent,
trademark and trade secret laws to protect our intellectual property. We also rely on other confidentiality and
contractual agreements and arrangements with our employees, affiliates, business partners and customers to
establish and protect our intellectual property and similar proprietary rights. While we expect these agreements and
arrangements to be honored, we cannot assure you that they will be and, despite our efforts, our trade secrets and
proprietary know-how could become known to, or independently developed by, competitors. Any litigation relating
to the defense of our intellectual property, whether successful or unsuccessful, could result in substantial costs to us
and potentially cause a diversion of our resources.

In addition, we may face claims of infringement that could interfere with our ability to use technology or other
intellectual property rights that are material to our business operations. In the event a claim of infringement against
us is successful, we may be required to pay royalties to use technology or other intellectual property rights that we
had been using, or we may be required to enter into a license agreement and pay license fees, or we may be required
to stop using the technology or other intellectual property rights that we had been using. We may be unable to obtain
necessary licenses from third parties at a reasonable cost or within a reasonable amount of time. Any litigation of
this type, whether successful or unsuccessful, could result in substantial costs to us and potentially cause a diversion
of our resources.
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Our 3-in-1 Rollover patent expired in early 2018 and our business, financial condition, operations or cash flows
may suffer an adverse effect from our competitors’ use of this technology.

We no longer have the ability to extend our existing 3-in-1 Rollover patent, which allows a patron that has reached
his or her daily ATM limit to obtain funds via a POS debit card cash access transaction or a credit card cash access
transaction instead. As a result of the patent expiration, our competitors will have the ability to emulate this
technology; and our business, financial condition, operations or cash flows may suffer an adverse effect.

We rely on hardware, software and games licensed from third parties, and on technology provided by third-party
vendors, the loss of which could materially and adversely affect our business, increase our costs and delay
deployment or suspend development of our gaming systems and player terminals.

We have entered into license agreements with third parties for the exclusive use of their technology and intellectual
property rights in the gaming industry, such as our license to use portions of the software infrastructure upon which
our cash access systems operate, and we also rely on third-party manufacturers to manufacture our gaming devices,
fully integrated kiosks and other integrated kiosk solutions. We rely on these other parties to maintain and protect
this technology and the related intellectual property rights. If our licensors fail to protect their intellectual property
rights in material that we license and we are unable to protect such intellectual property rights, the value of our
licenses may diminish significantly and our business could be significantly harmed. In addition, if these agreements
expire and we are unable to renew them, or if the manufacturers of this software or hardware, or functional
equivalents of this software or hardware, were either no longer available to us or no longer offered to us on
commercially reasonable terms, we may lose a valuable competitive advantage and our business could be harmed.

Acts of God, adverse weather and shipping difficulties, particularly with respect to international third-party
suppliers of our components, could cause significant production delays. If we are unable to obtain these components
from our established third-party vendors, we could be required to either redesign our product to function with
alternate third-party products or to develop or manufacture these components ourselves, which would result in
increased costs and could result in delays in the deployment of our gaming systems and player terminals.
Furthermore, we might be forced to limit the features available in our current or future offerings.

We rely on intellectual property licenses from one or more third-party competitors, the loss of which could
materially and adversely affect our business and the sale or placement of our products. Various third-party gaming
manufacturers with which we compete are much larger than us and have substantially larger intellectual property
assets. The gaming manufacturer industry is very competitive and litigious, and a lawsuit brought by one of our
larger competitors, whether or not well-founded, may have a material adverse effect on our business, financial
condition, operations or cash flows and our ability to sell or place our products.

Our inability to identify business opportunities and future acquisitions, or successfully execute any of our
identified business opportunities or future acquisitions could limit our future growth.

From time to time, we pursue strategic acquisitions in support of our strategic goals. In connection with any such
acquisitions, we could face significant challenges in timely securing required approvals of Gaming Authorities, or
managing and integrating our 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.

We may not achieve the intended benefits of our acquisitions, if any, nor may we be able to integrate those
businesses successfully, and any such acquisitions may disrupt our current plans and operations.

Our ability to succeed in implementing our strategy will depend to some degree upon the ability of our management
to successfully integrate commercially viable acquisitions. Acquisition transactions may disrupt our ongoing
business and distract management from other responsibilities. The expected cost synergies associated with such
acquisitions may not be fully realized in the anticipated amounts or within the contemplated timeframes or cost
expectations, which could result in increased costs and have an adverse effect on our prospects, results of
operations, cash flows and financial condition. Our businesses may be negatively impacted if we are unable to
effectively manage our expanded operations. The integration of these acquisitions will require significant time and
focus from management and may divert attention from the day-to-day operations of the combined business or delay
the achievement of our strategic objectives. We expect to incur incremental costs and capital expenditures related to
our contemplated integration activities.
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The risks we commonly encounter in acquisitions include:

if, in addition to our current indebtedness, we incur significant debt to finance a future acquisition and
our combined business does not perform as expected, we may have difficulty complying with debt
covenants;

we may be unable to make a future acquisition which is in our best interest due to our current level
of indebtedness;

if we use our stock to make a future acquisition, it will dilute existing stockholders;
we may have difficulty assimilating the operations and personnel of any acquired company;

the challenge and additional investment involved with integrating new products and technologies into
our sales and marketing process;

we may have difficulty effectively integrating any acquired technologies or products with our current
products and technologies, particularly where such products reside on different technology platforms or
overlap with our products;

our ongoing business may be disrupted by transition and integration issues;

the costs and complexity of integrating the internal information technology infrastructure of each
acquired business with ours may be greater than expected and may require additional capital
investments;

we may not be able to retain key technical and managerial personnel from an acquired business;

we may be unable to achieve the financial and strategic goals for any acquired and combined
businesses;

we may have difficulty in maintaining controls, procedures and policies during the transition and
integration period following a future acquisition;

our relationships with partner companies or third-party providers of technology or products could be
adversely affected;

our relationships with employees and customers could be impaired;

our due diligence process may fail to identify significant issues with product quality, product
architecture, legal or tax contingencies, customer obligations and product development, among other
things;

as successor we may be subject to certain liabilities of our acquisition targets;
we may face new intellectual property challenges; and

we may be required to sustain significant exit or impairment charges if products acquired in business
combinations are unsuccessful.

Our failure to effectively integrate any future acquisition would adversely affect the benefit of such transaction,
including potential synergies or sales growth opportunities, in the time frame anticipated.

We operate our business in regions subject to natural disasters. Any interruption to our business resulting from a
natural disaster will adversely affect our revenues and results of operations.

In the event of a natural disaster, the operations of gaming establishments could be negatively impacted or consumer
demand for gaming could decline, or both, and as a result, our business could be interrupted, which could materially
and adversely affect our revenues and results of operations. Adverse weather conditions, particularly flooding,
hurricanes, tornadoes, heavy snowfall and other extreme weather conditions often deter our customer’s end users
from traveling or make it difficult for them to frequent the sites where our games are installed. If any of those sites
experienced prolonged adverse weather conditions, or if the sites in the State of Oklahoma, where a significant
number of our games are installed, simultaneously experienced adverse weather conditions, our results of business,
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financial condition and operations could be materially and adversely affected. During 2017, the impact of weather-
related natural disasters resulted in business disruption at certain of our customers’ facilities.

Risks Related to Regulation of Our Industry

We may be subject to fines, penalties, liabilities and legal claims resulting from unauthorized disclosure of
cardholder and patron data, whether through a security breach of our computer systems, our third-party
processor’s computer systems or otherwise, or through our unauthorized use or transmission of such data.

We collect and store personally identifiable information about cardholders and patrons that perform certain cash
access and Central Credit transactions, including names, addresses, social security numbers, driver’s license
numbers and account numbers, and we maintain a database of cardholder and patron data, including account
numbers, in order to process our cash access and Central Credit transactions. We also rely on our third-party
processor and certain other technology partners to process and store cardholder and patron data relating to our cash
access and Central Credit transactions. As a result, we, as well as our third-party processor, certain of our other
technology providers and some of our gaming establishment customers, are required to comply with various federal
and state privacy statutes and regulations and the PCI Data Security Standard. Compliance with these regulations
and requirements, which are subject to change at any time, is often difficult and costly, and our failure, or the failure
of these other third parties, to comply may result in significant fines or civil penalties, regulatory enforcement
action, liability to our sponsor bank and termination of our agreements with our gaming establishment customers,
each of which could have a material adverse effect on our business, financial condition, operations or cash flows. If
our computer systems or those of our third-party processor or other technology providers suffer a security breach,
we may be subject to liability, including claims for unauthorized transactions with misappropriated bank card
information, impersonation or similar fraud claims, as well as for any failure to comply with laws governing
required notifications of such a breach, and these claims could result in protracted and costly litigation, penalties or
sanctions from the card associations and EFT payment networks, and damage to our reputation, which could reduce
and limit our ability to provide cash access and related services to our gaming establishment customers.

The personally identifiable information we collect also includes our patrons’ transaction behavioral data and credit
history data, which we may use to provide marketing and data intelligence services to gaming establishments. This
information is increasingly subject to federal, state and card association laws and regulations as well as laws and
regulations in numerous jurisdictions around the world. Governmental regulations are typically intended to protect
the privacy and security of such data and information as well as to regulate the collection, storage, transmission,
transfer, use and distribution of such data and information. We could be materially and adversely affected if
domestic or international laws or regulations are expanded to require changes in our business practices or if
governing jurisdictions interpret or implement their laws or regulations in ways that negatively affect our business
or even prohibit us from offering certain marketing and data intelligence or other services. Similarly, if we are
required to allocate significant resources to modify our internal operating systems and procedures to enable
enhanced protection of patron data that we transmit, store and use, our business results could be adversely affected.
In addition, we may face requirements that pose compliance challenges in new international markets that we seek to
enter as various foreign jurisdictions have different laws and regulations concerning the storage, transmission and
use of gaming patron data. Such variation could subject us to costs, liabilities or negative publicity that could impair
our ability to expand our operations into some countries and therefore limit our future growth.

We are subject to extensive governmental gaming regulation, which may harm our business.

Our operation of gaming activities, including the sale and manufacturing of gaming devices, fully integrated kiosks,
the provision of cash access services at gaming establishments and the operation of central determinant systems, is
subject to extensive regulation by the jurisdictions where we operate. The gaming laws, regulations and ordinances
vary from jurisdiction to jurisdiction, but generally concern the antecedents, acumen, financial stability and
character of our owners, officers and directors, as well as those persons financially interested or involved in our
companies. Our violation of these gaming laws, regulations and ordinances could result in the imposition of
substantial fines, or in the conditioning, limitation, suspension or revocation of a required license, registration or
other approval, either of which could have a material adverse impact on our business depending on the specific
circumstances. In addition, we are subject to the possible increase at any time by various state and federal
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legislatures and officials of gaming taxes or fees, which could adversely affect our results. For a summary of
gaming regulations that could affect our business, see “Item 1. Business—Regulation.”

Our ability to conduct both our gaming and cash access businesses, expand operations, develop and distribute new
games, products and systems, and expand into new gaming markets is also subject to significant federal, state, local,
Native American and foreign regulations. In the United States and many other countries, gaming must be expressly
authorized by law. Once authorized, such activities are subject to extensive and evolving governmental regulation.
While we seek to comply with the standards and regulations set forth by each jurisdiction, a governmental agency or
court could disagree with our interpretation of these standards and regulations or determine that the manufacturing
and use of certain of our electronic player terminals, and perhaps other key components of our gaming systems that
rely to some extent upon electronic equipment to run a game, is impermissible under applicable law. An adverse
regulatory or judicial determination regarding the legal status of our products could have material adverse
consequences for us in other jurisdictions, including with gaming regulators, and our business, operating results and
prospects could suffer and we and our officers and directors could be subject to significant fines and penalties.
Furthermore, the failure to become licensed, or the loss or conditioning of a license, in one market may have the
adverse effect of preventing licensing in other markets or the revocation of licenses we already maintain.

As we expand into new markets, we expect to encounter business, legal, operational and regulatory uncertainties as
well as additional responsibilities. As we enter new jurisdictions, we are subject to increasing legal, regulatory and
reporting requirements that will require substantial additional resources, such as new licenses, permits and
approvals, including third-party certifications that our games comply with a particular jurisdiction’s stated
regulations, in order to meet our expectations for new market entry, and such licenses, permits or approvals may not
be timely granted to us, or granted to us at all, which could have a material effect on our business in general and
new market entry specifically. Obtaining and maintaining all required licenses, findings of suitability, registrations,
permits or approvals is time consuming, expensive and potentially distracting to management. As we enter new
jurisdictions, our reporting systems will need to be developed or updated, and we may fail to provide timely or
adequate notifications or reporting requirements within these new jurisdictions, which could have adverse
regulatory consequences for us in that, or in other, jurisdictions, which could affect our business. In addition, entry
into new markets may require us to make changes to our gaming systems to ensure that they comply with applicable
regulatory requirements. We may also encounter additional legal and regulatory challenges that are difficult or
impossible to foresee and which could result in an unforeseen adverse impact on planned revenues or costs
associated with the new market opportunity. If we are unable to effectively develop and operate within these new
markets, then our business, operating results and financial condition would be impaired.

Generally, our placement of systems, games and technology into new market segments involves a number of
business uncertainties, including whether:

. the technical platform on which our gaming units, systems and products are based will comply, or can
be modified to comply, with the minimum technical requirements for each of the identified new gaming
markets;

. we are able to successfully pass required field trials and comply with the initial game/system installation

requirements for each new jurisdiction;

. our resources and expertise will enable us to effectively operate and grow in such new markets,
including meeting regulatory requirements;

. our internal processes and controls will continue to function effectively within these new segments;

. we have enough experience to accurately predict revenues and expenses in these new markets;

. the diversion of management attention and resources from our traditional business, caused by entering
into new market segments, will have harmful effects on our traditional business;

. we will be able to successfully compete against larger companies who dominate the markets that we are
trying to enter; and

. we can timely perform under our agreements in these new markets because of other unforeseen
obstacles.
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In addition, the suspension, revocation, nonrenewal or limitation of any of our licenses could have a material
adverse effect on our business operations, financial condition, and results of operations and our ability to maintain
key employees. The Gaming Authorities may deny, limit, condition, suspend or revoke a gaming license or related
approval for violations of applicable gaming laws and regulations and may impose substantial fines and take other
actions, any one of which could have a significant adverse effect on our business, financial condition and results of
operations.

Further, changes in existing gaming laws or regulations or new interpretations of existing gaming laws may hinder
or prevent us from continuing to operate in those jurisdictions where we currently do business, which could harm
our operating results. In particular, the enactment of unfavorable legislation or government efforts affecting or
directed at manufacturers or gaming operators, such as referendums to increase gaming taxes or requirements to use
local distributors, could have a negative impact on our operations. Moreover, in addition to the risk of enforcement
action, we are also at risk of 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 violation.

Many of the financial services that we provide are subject to extensive rules and regulations, which may harm
our business.

Our Central Credit gaming patron credit bureau and check verification and warranty services are subject to the Fair
Credit Reporting Act, the Fair and Accurate Credit Transactions Act of 2003 and similar state laws. The collection
practices that are used by our third-party providers and us may be subject to the Fair Debt Collection Practices Act
and applicable state laws relating to debt collection. All of our cash access services and patron marketing services
are subject to the privacy provisions of state and federal law, including the Gramm-Leach-Bliley Act. Our POS
debit card cash access transactions and ATM withdrawal services are subject to the Electronic Fund Transfer Act.
Our ATM services are subject to the applicable state banking regulations in each jurisdiction in which we operate
ATMs. Our ATM services may also be subject to state and local regulations relating to the imposition of daily limits
on the amounts that may be withdrawn from ATMs, the location of ATMs, our ability to surcharge cardholders who
use our ATMs, and the form and type of notices that must be disclosed regarding the provision of our ATM
services. The cash access services we provide are subject to record keeping and reporting obligations under the
Bank Secrecy Act and the USA PATRIOT Act of 2001. We are required to file SARs with respect to transactions
completed at all gaming establishments where we provide our cash access services through a gaming
establishment’s cashier or financial services center. If we are found to be noncompliant in any way with these laws,
we could be subject to substantial civil and criminal penalties. In jurisdictions in which we serve as a check casher,
we are subject to the applicable state licensing requirements and regulations governing check cashing activities. We
are also subject to various state licensing requirements and regulations governing money transmitters.

We are subject to formal or informal audits, inquiries or reviews from time to time by the regulatory authorities that
enforce these financial services rules and regulations. In the event that any regulatory authority determines that the
manner in which we provide cash access, patron marketing or gaming patron credit bureau services is not in
compliance with existing rules and regulations, or the regulatory authorities adopt new rules or regulations that
prohibit or restrict the manner in which we provide cash access, patron marketing or gaming patron credit bureau
services, then these regulatory authorities may force us to modify the manner in which we operate or force us to stop
processing certain types of cash access transactions or providing patron marketing or gaming patron credit bureau
services altogether. We may also be required to pay substantial penalties and fines if we fail to comply with
applicable rules and regulations. For example, if we fail to file CTRs or SARs on a timely basis or if we are found to
be noncompliant in any way with either the Bank Secrecy Act or the USA PATRIOT Act of 2001, we could be
subject to substantial civil and criminal penalties. In addition, our failure to comply with applicable rules and
regulations could subject us to private litigation.

We are subject to extensive rules and regulations of card associations, including VISA, MasterCard and EFT
networks that are always subject to change, which may harm our business.

Our cash access business is subject to the extensive rules and regulations of the leading card associations, VISA and
MasterCard. The rules and regulations do not expressly address some of the contexts and settings in which we
process cash access transactions or do so in a manner subject to varying interpretations. As an example, we and
certain of our providers must comply with the PCI Data Security Standard. The failure by any of such providers to
comply with such standards could result in our being fined or being prohibited from processing transactions through
VISA, MasterCard and other card and payment networks. We also process transactions involving the use of the
proprietary credit cards such as those offered by Discover Card and American Express, as well as other regional
cards issued in certain international markets. The rules and regulations of the proprietary credit card networks that
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service these cards present risks to us that are similar to those posed by the rules and regulations of VISA,
MasterCard and other payment networks.

The card associations’ and payment networks’ rules and regulations are always subject to change, and the card
associations or payment networks may modify their rules and regulations from time to time. Our inability to
anticipate changes in rules and regulations, or the interpretation or application thereof, may result in substantial
disruption to our business. In the event that the card associations, payment networks or our sponsoring banks
determine that the manner in which we process certain types of card transactions is not in compliance with existing
rules and regulations, or if the card associations or payment networks adopt new rules or regulations that prohibit or
restrict the manner in which we process certain types of card transactions, we may be forced to pay a fine, modify
the manner in which we operate our business or stop processing certain types of cash access transactions altogether,
any of which could have a material adverse effect on our business, financial condition, operations or cash flows.

Card associations and EFT networks may change interchange reimbursement rates or network operating fees or
assess new fees associated with the processing and settlement of our cash access transactions or otherwise
change their operating rules and regulations without our consent and such changes may affect our revenues,
cost of revenues (exclusive of depreciation and amortization), net income and our business generally.

We receive income from issuers of ATM, credit and debit cards for certain transactions performed on our
ATMs related to cash dispensing or certain other non-financial transactions such as balance inquiries. The EFT
networks may also charge certain fees related to the performance of these transactions. We refer to the net of this
income and fees as reverse interchange. The amount of this reverse interchange income is determined by the card
associations and EFT networks, and this income is subject to decrease at their discretion.

We pay interchange and other network fees for services to the credit card associations and EFT networks that they
provide in settling transactions routed through their networks. Collectively we call these charges interchange fees.
Subject to the limitations imposed by federal regulations such as the Durbin Amendment or other regulations that
may be enacted, the amounts of these interchange fees are determined based upon the sole discretion of the card
associations and EFT networks and are subject to increase at any time. Although certain of our contracts enable us
to pass through increases in interchange or other network processing fees to our customers, competitive pressures
might prevent us from passing all or some of these fees through to our customers in the future. To the extent that we
are unable to pass through to our customers all or any portion of any increase in interchange or other network
processing fees, our cost of revenues (exclusive of depreciation and amortization) would increase and our net
income would decrease, assuming no change in transaction volumes. Any such decrease in net income could have a
material adverse effect on our business, financial condition, operations or cash flows. In addition, proposed changes
to the Dodd-Frank Act, such as the repeal of the Durbin Amendment, if adopted, or other regulation that could be
implemented to limit the amount of surcharge or service fees charged for our cash access transactions could have a
negative impact on revenue and gross margins (exclusive of depreciation and amortization) as a result of reduced
service fee revenue and potential increases in interchange rates merchants pay for debit card transactions.

The card associations and EFT networks may also elect to impose new membership or other fees, or implement new
rules and regulations with respect to processing transactions through their networks, and any such new fees, rules or
regulations could have a material adverse effect on our business, financial condition, operations or cash flows.

The provision of our credit card access, POS debit and ATM services are dependent upon our continued
sponsorship into the VISA and MasterCard card associations, and the suspension or termination of our
sponsorship would result in a material adverse effect on our business, financial condition, operations or cash

flows.

We process virtually all of our credit card cash access, POS debit and ATM service transactions through the VISA
and MasterCard card associations, both domestically and internationally, and virtually all of the revenue that we
derive from our credit card cash access, POS debit and ATM services is dependent upon our continued sponsorship
into the VISA and MasterCard associations. We cannot provide these services without sponsorship into the VISA
and MasterCard associations by a member financial institution. Our failure to maintain our current sponsorship
arrangements or secure alternative sponsorship arrangements into the VISA and MasterCard associations could have
a material adverse effect on our business, financial condition, operations or cash flows.
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Our ATM service business is subject to extensive rules and regulations, which may harm our business.

Our ATM services are subject to the applicable federal, state and local banking regulations in each jurisdiction in
which we operate ATMs, which regulations relate to the imposition of daily limits on the amounts that may be
withdrawn from ATMs, the location of ATMs, our ability to surcharge cardholders who use our ATMs, and the
form and type of notices that must be disclosed with respect to the fees we charge to patrons in connection with our
ATM services. ATMs are also subject to requirements of the Americans with Disabilities Act, which in general
require that ATMs be accessible to individuals with disabilities, such as visually-impaired persons. These laws and
regulations may impose significant burdens on our ability to operate ATMs profitably in some locations, or at all,
and our business, financial condition, operations or cash flows could be materially adversely affected. Moreover,
because these regulations are subject to change, we may be forced to modify our ATM operations in a manner
inconsistent with the assumptions upon which we relied when entering into contracts to provide ATM services at
gaming establishments. If federal, state, local or foreign authorities adopt new laws or regulations or raise
enforcement levels on existing laws and regulations that make it more difficult for us to operate our ATM business,
then our revenues and earnings may be negatively affected. If legislation or regulations are enacted in the future that
adversely impact our ATM business, we may be forced to modify our operations in a manner inconsistent with the
assumptions upon which we relied when entering into contracts to provide ATMs at gaming establishments and our
business, financial condition, operations or cash flows could suffer a material adverse effect.

Consumer privacy laws may change, requiring us to change our business practices or expend significant
amounts on compliance with such laws.

Our patron marketing and database services depend on our ability to collect and use non-public personal
information relating to patrons who use our products and services and the transactions they consummate using our
services. We are required by federal and state privacy laws and rules to safeguard and protect the privacy of such
information, to make disclosures to patrons regarding our privacy and information sharing policies and, in some
cases, to provide patrons an opportunity to “opt out” of the use of their information for certain purposes. The failure
or circumvention of the means by which we safeguard and protect the privacy of information we gather may result
in the dissemination of non-public personal information, which may harm our reputation and may expose us to
liability to the affected individuals and regulatory enforcement proceedings or fines. Regulators reviewing our
policies and practices may require us to modify our practices in a material or immaterial manner or impose fines or
other penalties if they believe that our policies and practices do not meet the necessary standard. To the extent that
our patron marketing and database services have failed, are now failing or in the future fail to comply with
applicable law, our privacy policies or the notices that we provide to patrons, we may become subject to actions by
a regulatory authority or patrons which cause us to pay monetary penalties or require us to modify the manner in
which we provide patron marketing and database services. To the extent that patrons exercise their right to “opt
out,” our ability to leverage existing and future databases of information would be curtailed. Consumer and data
privacy laws are evolving, and due to recent high profile thefts and losses of sensitive consumer information from
protected databases, such laws may be broadened in their scope and application, impose additional requirements and
restrictions on gathering, encrypting and using patron information or narrow the types of information that may be
collected or used for marketing or other purposes or require patrons to “opt-in” to the use of their information for
specific purposes, or impose additional fines or potentially costly compliance requirements which will hamper the
value of our patron marketing and database services.

Risks Related to Our Stock

Our common stock has been publicly traded since September 2005, and we expect that the price of our common
stock will fluctuate substantially.

There has been a public market for our common stock since September 2005. The market price of our common stock may
fluctuate significantly in response to a number of factors, some of which are beyond our control, including those described
above under “—Risks Related to Our Business,” “—Risks Related to Regulation of Our Industry” and the following:

. our failure to maintain our current customers, including because of consolidation in the gaming industry;
. increases in commissions paid to gaming establishments as a result of competition;
. increases in interchange rates, processing fees or other fees paid by us;
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decreases in reverse interchange rates paid to us;

actual or anticipated fluctuations in our or our competitors’ revenue, operating results or growth rate;
our inability to adequately protect or enforce our intellectual property rights;

any adverse results in litigation initiated by us or by others against us;

our inability to make payments on our outstanding indebtedness as they become due or our inability to
undertake actions that might otherwise benefit us based on the financial and other restrictive covenants
contained in the New Credit Facilities and the indenture governing the 2017 Unsecured Notes;

the loss, or failure, of a significant supplier or strategic partner to provide the goods or services that we
require from them;

our inability to introduce successful, new products and services in a timely manner or the introduction
of new products or services by our competitors that reduce the demand for our products and services;

our failure to successfully enter new markets or the failure of new markets to develop in the time and
manner that we anticipate;

announcements by our competitors of significant new contracts or contract renewals or of new products
or services;

changes in general economic conditions, financial markets, the gaming industry or the payments
processing industry;

the trading volume of our common stock;

sales of common stock or other actions by our current officers, directors and stockholders;
acquisitions, strategic alliances or joint ventures involving us or our competitors;

future sales of our common stock or other securities;

the failure of securities analysts to cover our common stock or changes in financial estimates or
recommendations by analysts;

our failure to meet the revenue, net income or earnings per share estimates of securities analysts or investors;
departures of key personnel or our inability to attract or retain key personnel;

our ability to prevent, mitigate or timely recover from cybersecurity breaches, attacks and compromises
with respect to our infrastructure, systems and information technology environment;

terrorist acts, theft, vandalism, fires, floods or other natural disasters; and

rumors or speculation as to any of the above which we may be unable to confirm or deny due to
disclosure restrictions imposed on us by law or which we otherwise deem imprudent to comment upon.

Some provisions of our amended and restated certificate of incorporation and amended and restated bylaws may
delay or prevent transactions that many stockholders may favor.

Some provisions of our amended and restated certificate of incorporation and amended and restated bylaws may
have the effect of delaying, discouraging, or preventing a merger or acquisition that our stockholders may consider
favorable or a change in our management or our Board of Directors. These provisions:

divide our Board of Directors into three separate classes serving staggered three-year terms, which will have
the effect of requiring at least two annual stockholder meetings instead of one, to replace a majority of our
directors, which could have the effect of delaying or preventing a change in our control or management;

provide that special meetings of stockholders can only be called by our Board of Directors, Chairman of the
Board or Chief Executive Officer. In addition, the business permitted to be conducted at any special meeting
of stockholders is limited to the business specified in the notice of such meeting to the stockholders;
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. provide for an advance notice procedure with regard to business to be brought before a meeting of
stockholders which may delay or preclude stockholders from bringing matters before a meeting of
stockholders or from making nominations for directors at a meeting of stockholders, which could delay
or deter takeover attempts or changes in management;

. eliminate the right of stockholders to act by written consent so that all stockholder actions must be
effected at a duly called meeting;

. provide that directors may only be removed for cause with the approval of stockholders holding a
majority of our outstanding voting stock;

. provide that vacancies on our Board of Directors may be filled by a majority, although less than a quorum,
of directors in office and that our Board of Directors may fix the number of directors by resolution;

. allow our Board of Directors to issue shares of preferred stock with rights senior to those of the
common stock and that otherwise could adversely affect the rights and powers, including voting rights
and the right to approve or not to approve an acquisition or other change in control, of the holders of
common stock, without any further vote or action by the stockholders; and

. do not provide for cumulative voting for our directors, which may make it more difficult for
stockholders owning less than a majority of our stock to elect any directors to our Board of Directors. In
addition, we are also subject to Section 203 of the Delaware General Corporation Law, which provides,
subject to enumerated exceptions, that if a person acquires 15% or more of our voting stock, the person
is an “interested stockholder” and may not engage in “business combinations” with us for a period of
three years from the time the person acquired 15% or more of our voting stock.

These provisions may have the effect of entrenching our management team and may deprive our stockholders of the
opportunity to sell shares to potential acquirers at a premium over prevailing prices. This potential inability to obtain
a premium could reduce the price of our common stock.

Item 1B. Unresolved Staff Comments.

None.

Item 2. Properties.

Our headquarters are located in a facility in Las Vegas, Nevada, consisting of approximately 62,000 square feet of
office space under a lease through April 2023. In addition, we have approximately 103,000 square feet of office
space in Austin, Texas under a lease through June 2021. We also lease facilities with approximately 17,000 square
feet in Chicago, Illinois and Reno, Nevada, which support the design, production and expansion of our gaming
content. These design studios are under a lease through June 2023 and May 2021 for the Chicago and Reno offices,
respectively. We also lease several other properties that are used to support all our products and services.

We believe that these facilities are adequate for our business as presently conducted.

Item 3. Legal Proceedings.

We are involved in various investigations, claims and lawsuits in the ordinary course of our business. Although the
outcome of our legal proceedings cannot be predicted with certainty and no assurances can be provided, based upon
current information, we do not believe the liabilities, if any, which may ultimately result from the outcome of such
matters, individually or in the aggregate, will have a material adverse impact on our financial position, liquidity or
results of operations.

Item 4. Mine Safety Disclosures.

Not applicable.
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PART II

In this filing, we refer to: (i) our audited consolidated financial statements and notes thereto as our “Financial
Statements,” (ii) our Consolidated Statements of Loss and Comprehensive Loss as our “Statements of Loss,” (iii)
our Consolidated Balance Sheets as our “Balance Sheets,” and (iv) Item 7. Managements’ Discussion and Analysis
of Financial Condition and Results of Operations as our “Results of Operations.”

Item 5. Market for Registrant’s Common Equity, Related Stockholder Matters and Issuer Purchases of
Equity Securities.

Our common stock is listed for trading on the New York Stock Exchange under the symbol “EVRI.” On March 1,
2018, there were five holders of record of our common stock. Because many of our shares of common stock are
held by brokers and other institutions on behalf of stockholders, we are unable to estimate the total number of
beneficial stockholders represented by these record holders.

The following table sets forth for the indicated periods, the high and low sale prices per share of our common stock:

Price Range

High Low
2017
FIISt QUATTET ...ttt ettt r et eneeeeeneenseneennas $ 506 $ 2.16
SeCONA QUATTET ... ..ciuveieuiieiiieeie ettt eeee et e e reeeaeeeveeeaeeeereeeeneeeeneas 7.50 4.66
Third QUATTET.....c.viieveieiieeiee ettt ettt ettt eae e re e e reeeave e eaaeeeaneas 8.99 6.81
FOurth QUATLET........ooeiiiiiieiieeete et e e 8.99 7.16
2016
FArSt QUATTET .....oveeveeeeeeeee ettt ettt et e ae e $ 450 § 1.73
SeCONA QUATTET .....eeiiieeeiieiiieeieerie et eteeste st e sreesbeesaeesebeessseessseesssaenseees 2.29 1.13
Third QUAITET......cvieiieeiieiieetieete ettt ettt eaeeeneeenas 2.64 1.16
FOurth QUATLET ........eoouiiiiieeciiieeie et 2.60 1.21

On March 1, 2018, the closing sale price of our common stock on the New York Stock Exchange was $7.32.

Dividend Policy

We have never declared or paid any cash dividends on our capital stock. We currently intend to retain all earnings
for the repayment of our outstanding debt and to finance the growth and development of our business. Any future
change in our dividend policy will be made at the discretion of our Board of Directors and will depend on
contractual restrictions, our results of operations, earnings, capital requirements and other factors considered
relevant by our Board of Directors. In addition, the New Credit Facilities and the indenture governing the 2017
Unsecured Notes limit our ability to declare and pay cash dividends.

Common Stock Repurchases

We did not have a share repurchase program in effect for the years ended December 31, 2017, 2016 and 2015.

37



Issuer Purchases and Withholding of Equity Securities

We repurchased or withheld from restricted stock awards 15,457, 18,717, and 32,617 shares of our common stock at
an aggregate purchase price of $0.1 million, $41,528, and $0.2 million, respectively, to satisfy the minimum
applicable tax withholding obligations incident to the vesting of such restricted stock awards for the years ended
December 31, 2017, 2016 and 2015, respectively. The following table includes the monthly repurchases or

withholdings of our common stock during the fourth quarter ended December 31, 2017:

Total Number of
Shares Purchased

Average Price per

Share ?

(in thousands)

Tax Withholdings

TO/1/17 = 1O/31/17T oot 102  $ 8.14
T1/1717 = 11730717 oot 04 3 8.38
T2/1717 = 12731717 oot 0.5 $ 7.70

TOLAL.....ooeiieieeccee ettt ettt 11.1 $ 8.13

(1) Represents the shares of common stock that were withheld from restricted stock awards to satisfy the
minimum applicable tax withholding obligations incident to the vesting of such restricted stock awards. There
are no limitations on the number of shares of common stock that may be withheld from restricted stock
awards to satisfy the minimum tax withholding obligations incident to the vesting of restricted stock awards.

(2) Represents the average price per share of common stock withheld from restricted stock awards on the date of

withholding.
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Stock Performance Graph

The line graph below compares the cumulative total stockholder return on our common stock with the cumulative
total return of the Standard & Poor’s (“S&P”’) 500 Index and the S&P Information Technology Index during the five
year period ended December 31, 2017.

The graph assumes that $100 was invested on December 31, 2012 in our common stock, in the S&P 500 Index and
the S&P Information Technology Index, and that all dividends were reinvested. Research Data Group, Inc.
furnished this data and the cumulative total stockholder returns for our common stock, the S&P 500 Index and the
S&P Information Technology Index are based on the calendar month end closing prices. The comparisons in the
graph are required by the SEC and are not intended to forecast or be indicative of possible future performance of our
common stock.

COMPARISON OF 5 YEAR CUMULATIVE TOTAL RETURN*
Among Everi Holdings Inc, the S&P 500 Index,
and the S&P Information Technology Index

$300

$250 -

$200 -

$150 -

$100

$50 -

so 1 I 1 1 I
1212 1213 12114 12115 12/16 1217

——8— Everi Holdings, Inc — & — S&P 500 ---©--- S&P Information Technology

*$100 invested on 12/31/12 in stock or index, including reinvestment of dividends.
Fiscal year ending December 31.

Copyright© 2017 S&P, a division of The McGraw-Hill Companies Inc. All rights reserved.

The performance graph and the related chart and text are being furnished solely to accompany this Annual Report
on Form 10-K pursuant to Item 201(e) of Regulation S-K, and are not being filed for purposes of Section 18 of the
Exchange Act and are not to be incorporated by reference in any filing by us under the Securities Act or the
Exchange Act, whether made before or after the date hereof and irrespective of any general incorporation language
in any such filing.
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Item 6. Selected Financial Data.

The following selected historical financial data has been derived from, and should be read in conjunction with, our
Financial Statements and Results of Operations included elsewhere in this Annual Report on Form 10-K. Our
selected consolidated financial data may not be indicative of our future financial condition or results of operations
(in thousands, except per share amounts).

Year Ended December 31,
2017V 2016 2015® 2014 2013

Income Statement Data

REVENUES ..o $ 974948 $ 859,456 $ 826,999 $ 593,053 $ 582,444

Operating income (10SS) ....occevveevvenreiierieneeienne 81,819  (118,555) (9,730) 33,782 49,150

Net (10SS) INCOME ...cuvenveviiiriieierieeieeieieieneeene (51,903) (249,479) (104,972) 12,140 24,398

Basic (loss) earnings per share............ccccceeevenenne (0.78) (3.78) (1.59) 0.18 0.37

Diluted (loss) earnings per share.............cccue.e.. (0.78) (3.78) (1.59) 0.18 0.36
Weighted average common shares outstanding

BaSIC. it 66,816 66,050 65,854 65,780 66,014

Diluted.....ccooevinininieieee 66,816 66,050 65,854 66,863 67,205

At and For the Year Ended December 31,

20170 2016® 20150@ 20149 2013

Balance sheet data

Cash and cash equivalents.............c.cccccoevvenenee. $ 128,586 $ 119,051 $ 102,030 $ 89,095 $ 114,254

Working capital© .............ooovveeeeeeeereereereeeree (12,040)  (1,875) 2,452 12,550  (1,682)

Total ASSELS....eeeeeeeeeeeieeeeeeeeeeee e 1,537,074 1,408,163 1,550,385 1,707,285 527,327

Total DOITOWINGS ....cvveeveeiieieeiieeiesieeeee e 1,167,843 1,121,880 1,139,899 1,188,787 103,000

Stockholders” (deficit) €qUILY .......rveeerrrreernneee. (140,633) (107,793) 137,420 231,473 218,604
Cash flow data

Net cash provided by operating activities .......... $ 95828 $ 131,711 $ 124,587 $ 24,531 $§ 4334

Net cash used in investing activities................... (109,979)  (88,054)  (85,549) (1,085,847) (13,990)

Net cash provided by (used in) financing

ACLIVITIES ..evveeeveeeveeere et eete et et eveens 22,394 (24,922)  (24,551) 1,037,423  (29,183)

(1) During 2017, we refinanced our senior secured term loan, senior secured notes and senior unsecured notes,
which resulted in approximately $51.8 million of loss on extinguishment of debt.

(2) During 2016, the Games reporting unit had a goodwill impairment of $146.3 million.

(3) 2015 amounts include a full year of financial results for Everi Games. During 2015, the Games reporting unit
had a goodwill impairment of $75.0 million.

(4) We reclassified $23.7 million of debt issuance costs related to our outstanding debt from the non-current
portion of other assets to contra-liabilities included in long-term debt as of December 31, 2015 in connection
with our retrospective adoption of Accounting Standards Update (“ASU”) No. 2015-03 in 2016. This
reclassification decreased the December 31, 2015 balance of both total assets and total borrowings.

(5) 2014 amounts affected by the Merger for which total merger consideration of $1.1 billion on December 19,
2014 was paid and results of operations were recorded from the date of acquisition through December 31,
2014.

(6) As a result of the Merger on December 19, 2014, we provide a classified balance sheet, for which a
calculation of working capital has been included.
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Item 7. Management’s Discussion and Analysis of Financial Condition and Results of Operations.

In this filing, we refer to: (i) our audited consolidated financial statements and notes thereto as our “Financial
Statements,” (ii) our audited Consolidated Statements of Loss and Comprehensive Loss as our ‘“Statements of
Loss;” (iii) our audited Consolidated Balance Sheets as our “Balance Sheets,;” and (iv) our consolidated results of
operations as our “Results of Operations.”

The following discussion and analysis of financial condition and results of operations should be read in conjunction
with “Item 1. Business,” “Item 6. Selected Financial Data” and our Financial Statements included elsewhere in
this Annual Report on Form 10-K and the information included in our other filings with the SEC.

This discussion includes forward-looking statements within the meaning of Section 274 of the Securities Act, Section
21E of the Exchange Act and the Private Securities Litigation Reform Act of 1995 and should be read in conjunction
with the disclosure and information contained and referenced in “Cautionary Note Regarding Forward-Looking
Statements” and “Item 1A. Risk Factors” included elsewhere in this Annual Report on Form 10-K.

Overview

Everi is a leading supplier of technology solutions for the casino gaming industry. The Company provides casino
operators with a diverse portfolio of products including innovative gaming machines that power the casino floor,
and casino operational and management systems that include comprehensive, end-to-end payments solutions,
critical intelligence offerings, and gaming operations efficiency technology. Everi’s mission is to be a
transformative force for casino operations by facilitating memorable player experiences, delivering reliable
protection and security, and striving for customer satisfaction and operational excellence.

Everi Games provides a number of products and services for casinos, including (a) gaming machines comprised
primarily of Class II and Class III slot machines placed under participation or fixed fee lease arrangements or sold to
casino customers, including the award-winning TournEvent®; and (b) system software, licenses, ancillary
equipment and maintenance to its casino customers. Everi Games also develops and manages the central
determinant system for the VLTs installed in the State of New York.

Everi Payments provides its casino customers cash access and related products and services including: (a) access to
cash at gaming facilities via ATM cash withdrawals, credit card cash access transactions, POS debit card cash
access transaction and check verification and warranty services; (b) fully integrated gaming industry kiosks that
provide cash access and related services; (c) products and services that improve credit decision making, automate
cashier operations and enhance patron marketing activities for gaming establishments; (d) compliance, audit and
data solutions; and (e) online payment processing solutions for gaming operators in states that offer intrastate,
internet-based gaming and lottery activities.

Items Impacting Comparability of Results of Operations

Our Financial Statements included in this report that present our financial condition and results of operations reflect
the following transactions and events:

. During the fourth quarter of 2017, we recorded a $37.2 million loss on extinguishment of debt
consisting of a $26.3 million make-whole premium related to the satisfaction and redemption of the
2014 Unsecured Notes (defined herein) and approximately $10.9 million for the write-off of related
unamortized debt issuance costs and fees. An additional $14.6 million loss on extinguishment of debt
was incurred in the second quarter of 2017 for the unamortized deferred financing fees and discounts
related to the extinguished term loan under the Prior Credit Facility and the redeemed Refinanced
Secured Notes (both defined herein). In April 2015, we redeemed, in full, the 7.75% Secured Notes due
2021 and issued the Refinanced Secured Notes resulting in $13.0 million of debt issuance costs and fees
being expensed to loss on extinguishment of debt.

. In October of each year, we conduct our annual impairment test for our reporting units. Based on the
results of our testing, there was no goodwill impairment for 2017 and there were goodwill impairments
of approximately $146.3 million and $75.0 million for 2016 and 2015, respectively.
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. The income tax benefit was $20.2 million for the year ended December 31, 2017, as compared to an
income tax provision of $31.7 million in the prior year period. The income tax benefit for the year
ended December 31, 2017 reflected an effective income tax rate of 28.0%, which was less than the
statutory federal rate of 35.0% primarily due to a decrease in the carrying value of our deferred tax
liabilities as a result of the enactment of the 2017 Tax Act, offset by an increase in the valuation
allowance for deferred tax assets. The income tax provision for the year ended December 31, 2016
reflected a negative effective income tax rate of 14.6%, which was less than the statutory federal rate of
35.0%, primarily due to an increase in our valuation allowance for deferred tax assets and the
impairment of goodwill for which no tax benefit was provided for book purposes.

. In January 2015, we entered into a settlement agreement in connection with a lawsuit we participated in
as plaintiffs, pursuant to which we received and recorded the settlement proceeds of $14.4 million in the
first quarter of 2015. This settlement is included as a reduction of operating expenses in our Statements
of Loss for the year ended December 31, 2015. The Company utilized the proceeds along with cash on
hand to make a $15.0 million principal reduction payment on the Secured Notes due 2021 in the first
quarter of 2015.

As a result of the above transactions and events, the results of operations and earnings per share in the periods
covered by our Financial Statements may not be directly comparable.

Trends and Developments Impacting our Business

Our strategic planning and forecasting processes include the consideration of economic and industry wide trends
that may impact our Games and Payments businesses. We have identified the material positive and negative trends
affecting our business as the following:

. Casino gaming is dependent upon discretionary consumer spending, which is typically the first type of
spending that is restrained by consumers when they are uncertain about their jobs and income. Global
economic uncertainty in the marketplace may have an impact on casino gaming and ultimately the
demand for new gaming equipment.

. The total North American installed slot base in 2017 remained relatively flat to 2016 and 2015. We
expect flat to moderate growth in the forward replacement cycle for EGMs.

. The volume of new casino openings and new market expansions in North America is expected to be
slightly higher in 2018 as compared to the prior year. This could positively impact the overall demand
for slot machines in North America during 2018.

. We face continued competition from smaller competitors in the gaming cash access market and face
additional competition from larger gaming equipment manufacturers and systems providers. This
increased competition has resulted in pricing pressure for both our Games and Payments businesses.

. Governmental oversight related to the cost of transaction processing and related fees to the consumer
has increased in recent years. We expect the financial services and payments industry to respond to
these legislative acts by changing other fees and costs, which may negatively impact our Payments
business in the future.

. Casino operators continue to try to broaden their appeal by focusing on investments in the addition of
non-gaming amenities to their facilities, which could impact casino operator’s capital allocation for
games and payment solution products.

Impact of ASC Topic 606 on the Comparability of Our Results of Operations in Future Periods

As discussed in “Note 2 — Basis of Presentation and Summary of Significant Accounting Policies — Recent
Accounting Guidance — Recent Accounting Guidance Not Yet Adopted,” in Item 8: Financial Statements and
Supplementary Data, on January 1, 2018, the Company implemented the new revenue recognition standard
promulgated by the FASB. The Company adopted ASC 606 using the modified retrospective method that requires
companies to record a cumulative adjustment to retained earnings (or deficit) presented in the unaudited condensed,

42



consolidated balance sheets for interim periods and presented in the audited consolidated balance sheets for annual
periods for any contract modifications made to those arrangements not yet completed as of the adoption date of
January 1, 2018. The Company determined that there was no such cumulative adjustment required to be made to its
interim, condensed, consolidated balance sheets as of the adoption date. In addition, under the modified
retrospective method, the Company’s prior period results will not be recast to reflect the new revenue recognition
standard.

The Company determined that the adoption of ASC 606 will have a material impact on the presentation of its
financial information primarily due to the reporting on a net revenues basis, rather than a gross presentation, of
certain costs of revenues (exclusive of depreciation and amortization) related to the cash access activities of the
Company’s Payments segment (with additional immaterial changes due to the net reporting of certain of the gaming
operations activities of the Company’s Games segment). The net revenues reporting requirement under ASC 606
will have an effect on both the Payments and Games segment revenues and related cost of revenues (exclusive of
depreciation and amortization); however, this net presentation will not have an effect on operating income (loss), net
loss, cash flows or the timing of revenues recognized and costs incurred.

To provide a greater understanding of the impact of this new revenue recognition standard, the Company
determined that under the provisions set forth in ASC 606, the effect on certain Payments and Games revenues and
costs of revenues would have collectively decreased by approximately $564.2 million, $476.4 million and $438.3
million for the years ended December 31, 2017, 2016 and 2015, respectively.

With respect to its Payments segment, the Company will have a material impact on the presentation of its financial
information related to the reclassification of certain cost of revenues (exclusive of depreciation and amortization)
included in the cash advance, automated teller machine and check services revenue streams to be netted against
those related revenue streams. The Company will report these items, which include commission expenses paid to
casino operators, interchange costs paid to the network associations and processing and related costs paid to other
third party partners as amounts that will be reported “net of transaction price” as reductions to its Payments segment
revenues, rather than the current gross revenues presentation with these costs and expenses historically reported as
Payments segment cost of revenue (exclusive of depreciation and amortization).

With respect to its Games segment, the Company will not have a material impact on the presentation of its financial
information related to the reclassification of certain cost of revenues included in the gaming operations revenue
stream to be netted against this revenue stream in connection with the Company’s Wide Area Progressive (the
“WAP”) offering, which was initiated in 2017. The Company will report these items, which include WAP jackpot
expenses as amounts that will be reported “net of the transaction price” as reductions to its Games segment
revenues, rather than the current gross revenues presentation with these expenses historically reported as Games
segment cost of revenue (exclusive of depreciation and amortization).

Furthermore, for presentation purposes, given the fact that the Company’s total revenues, on a consolidated basis,
will be significantly reduced in connection with the adoption of the new revenue recognition standard, the
Company’s revenue streams will be evaluated on a recurring basis to ensure compliance with Rule 5-03(b) of
Regulation S-X to present those revenues that exceed the quantitative threshold on the Company’s Statements of
Loss. For a preview of revenues on a disaggregated basis, we refer to the tabular illustration presented in this section
Item 7. Management’s Discussion and Analysis of Financial Condition and Results of Operations under the sub-
caption, “Results of Operations.” In addition, the Company determined that there was no cumulative adjustment to
be recorded to Stockholders’ Deficit in its Consolidated Balance Sheets.

Operating Segments

Operating segments are components of an enterprise about which separate financial information is available that is
evaluated regularly by the chief operating decision-making group in deciding how to allocate resources and in
assessing performance. Our chief operating decision-making group consists of the Chief Executive Officer and the
Chief Financial Officer. This group manages the business, allocates resources and measures profitability based on
our operating segments. The operating segments are managed and reviewed separately as each represents products
that can be sold separately to our customers.
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Our chief operating decision-making group has determined the following to be the operating segments for which we
conduct business: (a) Games and (b) Payments. We have reported our financial performance based on our segments
in both the current and prior periods. Each of these segments is monitored by our management for performance
against its internal forecast and is consistent with our internal management reporting.

The Games segment provides a number of products and services for casinos, including (a) gaming
machines comprised primarily of Class II and Class III slot machines placed under participation or fixed
fee lease arrangements or sold to casino customers, including the award-winning TournEvent®; and (b)
system software, licenses, ancillary equipment and maintenance to its casino customers. It also
develops and manages the central determinant system for the VLTs installed in the State of New York.

The Payments segment provides its casino customers cash access and related products and services
including: (a) access to cash at gaming facilities via ATM cash withdrawals, credit card cash access
transactions, POS debit card cash access transactions, and check verification and warranty services; (b)
fully integrated gaming industry kiosks that provide cash access and related services; (c) products and
services that improve credit decision making, automate cashier operations and enhance patron
marketing activities for gaming establishments; (d) compliance, audit and data solutions; and (e) online
payment processing solutions for gaming operators in states that offer intrastate, internet-based gaming
and lottery activities.

Corporate overhead expenses have been allocated to the segments either through specific identification or based on
a reasonable methodology. In addition, we record depreciation and amortization expenses to the appropriate
operating segment.

Our business is predominantly domestic, with no specific regional concentrations and no significant assets in
foreign locations.
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Results of Operations
Year ended December 31, 2017 compared to the year ended December 31, 2016

The following table presents our Results of Operations (in thousands)*:

Year Ended
December 31, 2017 December 31, 2016 2017 vs 2016
$ % S % $ Variance % Variance
Revenues
GaAIMES....oovieeieeieceeee et $222,777 23 % $ 213,253 25 %8$ 9,524 4 %
Payments .........cccceeeeieiecienieeceeeeeeee 752,171 77 % 646,203 75 % 105,968 16 %
Total revenues...................ccooeunnne... 974,948 100 % 859,456 100 % 115,492 13 %
Costs and expenses
Games cost of revenue (exclusive of
depreciation and amortization)............. 54,695 6 % 50,308 6 % 4,387 9 %
Payments cost of revenue (exclusive of
depreciation and amortization)............. 583,850 60 % 498,706 58 % 85,144 17 %
Operating eXpenses ........cccceeeververerennens 118,935 12 % 118,709 14 % 226 — %
Research and development...................... 18,862 2 % 19,356 2 % (494) 3)%
Goodwill impairment ..............ccecvevenens — — % 146,299 17 % (146,299) (100)%
Depreciation 47,282 5% 49,995 6 % (2,713) 5)%
Amortization 69,505 7 % 94,638 11 % (25,133) 27)%
Total costs and expenses.................. 893,129 92 % 978,011 114 % (84,882) 9)%
Operating income (loss)................... 81,819 8 % (118,555) (14)% 200,374 169 %
Other expenses
Interest expense, net of interest income .. 102,136 10 % 99,228 12 % 2,908 3%
Loss on extinguishment of debt............... 51,750 5 % — — % 51,750 — %
Total other expenses ........................ 153,886 15 % 99,228 12 % 54,658 55 %
Loss before income tax .................... (72,067) (M% (217,783) 25)% 145,716 67 %
Income tax (benefit) provision................ (20,164) )% 31,696 4% (51,860) (164)%
NetlosS......cocveveieiieiieieeieeeeee e $(51,903) (5)% $(249,479) (29)% $ 197,576 79 %
* Rounding may cause variances.

Total Revenues

Total revenues increased by $115.5 million, or 13%, to $974.9 million for the year ended December 31, 2017, as
compared to the prior year period. This was due to increased Payments and Games revenues.

Games revenues increased by $9.5 million, or 4%, to $222.8 million for the year ended December 31, 2017, as
compared to the prior year period. This was primarily due to an increase in units sold, partially offset by lower daily
win per unit on leased games.

Payments revenues increased by $106.0 million, or 16%, to $752.2 million for the year ended December 31, 2017,
as compared to the prior year period. This was primarily due to higher dollar and transaction volume and fees
earned from cash access services, new customer openings, the expansion of our ATM services in Canada, as well as
overall growth in the segment.

Costs and Expenses

Games cost of revenues (exclusive of depreciation and amortization) increased by $4.4 million, or 9%, to $54.7
million for the year ended December 31, 2017, as compared to the prior year period. This was primarily due to
higher variable costs associated with increased unit sales.

45



Payments cost of revenues (exclusive of depreciation and amortization) increased by $85.1 million, or 17%, to
$583.9 million for the year ended December 31, 2017, as compared to the prior year period. This was primarily due
to higher costs associated with the increase in cash access services.

Operating expenses remained relatively consistent to the prior year. This was primarily due to an increase in payroll
and benefit-related expenses offset by the decrease in expenses related to the 2016 Bee Cave loan impairment that
did not impact our 2017 results for our Games segment; and an increase in payroll and benefits-related expenses and
professional services expenses offset by the decrease in expenses related to the 2016 separation costs for our former
CEO that did not impact our 2017 results for our Payments segment.

There was no goodwill impairment for the year ended December 31, 2017, as compared to $146.3 million in the
prior year period as a result of our October 1, 2016 annual goodwill assessment attributable to our Games reporting
unit.

Depreciation decreased by $2.7 million, or 5%, to $47.3 million for the year ended December 31, 2017, as
compared to the prior year period. This was primarily due to a decrease in depreciation from certain assets being
fully depreciated in both our Games and Payments segments.

Amortization decreased by $25.1 million, or 27%, to $69.5 million for the year ended December 31, 2017, as
compared to the prior year period. This was primarily due to certain acquired intangible assets being fully amortized
in the fourth quarter of 2016 for both our Games and Payments segments.

Primarily as a result of the factors described above, operating income increased by $200.4 million, or 169%, to
$81.8 million for the year ended December 31, 2017, as compared to the prior year period. The operating income
margin increased from negative 14% to a positive 8% for the year ended December 31, 2017.

Interest expense, net of interest income, increased by $2.9 million, or 3%, to $102.1 million for the year ended
December 31, 2017, as compared to the prior year period. This was primarily attributable to higher interest
recognized as a result of our debt restructuring activities in the fourth quarter of 2017 as well as higher cash usage
fees, partially offset by lower interest expense as a result of our debt refinancing in May 2017.

Loss on extinguishment of debt for the year ended December 31, 2017 was $51.8 million, which consisted of a
$26.3 million make-whole premium related to the satisfaction and redemption of the 2014 Unsecured Notes
(defined herein), approximately $10.9 million for the write-off of related unamortized debt issuance costs and fees
in the fourth quarter of 2017 and approximately $14.6 million for the unamortized deferred financing fees and
discounts related to our extinguished term loan under the Prior Credit Facility and the redeemed Refinanced Secured
Notes (both defined herein) in the second quarter of 2017. There was no loss on extinguishment of debt in the prior
year period.

Income tax benefit was $20.2 million for the year ended December 31, 2017, as compared to an income tax
provision of $31.7 million in the prior year period. The income tax benefit for the year ended December 31, 2017
reflected an effective income tax rate of 28.0%, which was less than the statutory federal rate of 35.0% primarily
due to a decrease in the carrying value of our deferred tax liabilities as a result of the enactment of the 2017 Tax
Act, offset by an increase in the valuation allowance for deferred tax assets. The income tax provision for the year
ended December 31, 2016 reflected a negative effective income tax rate of 14.6%, which was less than the statutory
federal rate of 35.0%, primarily due to an increase in our valuation allowance for deferred tax assets and the
impairment of goodwill for which no tax benefit was provided for book purposes.

Primarily as a result of the foregoing, our net loss decreased by $197.6 million, or 79%, to $51.9 million for the year
ended December 31, 2017, as compared to the prior year period.
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Year ended December 31, 2016 compared to year ended December 31, 2015:

The following table presents our Results of Operations (in thousands)*:

Year Ended
December 31, 2016 December 31, 2015 December 31, 2016 vs 2015
$ % S % $ Variance % Variance
Revenues
GAMES ... $ 213,253 25 %$ 214,424 26 %$  (1,171) ()%
Payments........ccocceevveciercienienieeeee 646,203 75 % 612,575 74 % 33,628 5%
Total revenues .................c.......... 859,456 100 % 826,999 100 % 32,457 4 %
Costs and expenses
Games cost of revenue (exclusive
of depreciation and amortization).... 50,308 6 % 47,017 6 % 3,291 7 %
Payments cost of revenue (exclusive
of depreciation and amortization).... 498,706 58 % 463,380 56 % 35,326 8 %
Operating eXpenses..........ceecveerverevennen 118,709 14 % 101,202 12 % 17,507 17 %
Research and development.................. 19,356 2 % 19,098 2 % 258 1 %
Goodwill impairment..............c.cue...... 146,299 17 % 75,008 9 % 71,291 95 %
Depreciation ...........oceeeveeeerieecveneeennnn 49,995 6 % 45,551 6 % 4,444 10 %
AMOrtization..........ceeeveeevereervenreennenne, 94,638 11 % 85,473 10 % 9,165 11 %
Total costs and expenses............. 978,011 114 % 836,729 101 % 141,282 17 %
Operating loss.............cccoeeeenee. (118,555) (14)% (9,730) ()% (108,825) 1,118 %
Other expenses
Interest expense, net of interest
INCOME ..ot 99,228 12 % 100,290 12 % (1,062) ()%
Loss on extinguishment of debt.......... — — % 13,063 2 %  (13,063) (100)%
Total other expenses.................... 99,228 12 % 113,353 14 %  (14,125) (12)%
Loss before income tax................ (217,783)  (25)% (123,083) (15)%  (94,700) 77 %
Income tax provision (benefit)............ 31,696 4 % (18,111) 2)% 49,807 275)%
Netloss ......ccoevvveiieieeieieeee $ (249,479)  (29)%9$ (104,972) (13)%$ (144,507) 138 %

* Rounding may cause variances.

Total Revenues

Total revenues increased by $32.5 million, or 4%, to $859.5 million for the year ended December 31, 2016, as
compared to the prior year period. This was due to increased Payments revenues, slightly offset by lower Games
revenues.

Games revenues decreased by $1.2 million, or 1%, to $213.3 million for the year ended December 31, 2016, as
compared to the prior year period. This was primarily due to a lower daily win per unit on leased games, partially
offset by an increase in unit sales and average sales price per unit.

Payments revenues increased by $33.6 million, or 5%, to $646.2 million for the year ended December 31, 2016, as
compared to the prior year period. This was primarily due to higher ATM transaction volume and fees, including an
increase in transaction volume from ATM portfolios acquired in late 2015.

Costs and Expenses

Games cost of revenues (exclusive of depreciation and amortization) increased by $3.3 million, or 7%, to $50.3
million for the year ended December 31, 2016, as compared to the prior year period. This was primarily due to
higher costs associated with the increased unit sales volume.
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Payments cost of revenues (exclusive of depreciation and amortization) increased by $35.3 million, or 8%, to
$498.7 million for the year ended December 31, 2016, as compared to the prior year period. This was primarily due
to the ATM portfolio acquisitions and higher commission expense on ATM revenues.

Operating expenses increased by $17.5 million, or 17%, to $118.7 million for the year ended December 31, 2016, as
compared to the prior year period. This was primarily due to the impact of a $14.4 million gain contingency
settlement during the prior year and a $4.3 million write-down of a note receivable and warrant associated with Bee
Cave Games, Inc.

Goodwill impairment increased by $71.3 million, or 95%, to $146.3 million for the year ended December 31, 2016,
as compared to the prior year period. This non-cash charge was a result of our October 1, 2016 annual goodwill
assessment and attributable to our Games reporting unit.

Depreciation increased by $4.4 million, or 10%, to $50.0 million for the year ended December 31, 2016, as
compared to the prior year period. This was primarily related to increased fixed assets being placed in service.

Amortization increased by $9.2 million, or 11%, to $94.6 million for the year ended December 31, 2016, as
compared to the prior year period. This was primarily related to an increase in intangible assets being placed in
service related to developed technology and software.

Primarily, as a result of the factors described above, operating loss increased by $108.8 million, or 1,118%, to an
operating loss of $118.6 million for the year ended December 31, 2016, as compared to the prior year period. The
operating loss margin increased to 14% for the year ended December 31, 2016, as compared to 1% for the prior year
period. Excluding the goodwill impairment charge in 2016 and 2015, the operating margin would have been
approximately 3% and 8%, respectively.

Interest expense, net of interest income, decreased by $1.1 million, or 1%, to $99.2 million for the year ended
December 31, 2016, as compared to the prior year period. This was primarily related to lower outstanding debt
balances, the write-off of debt issuance costs related to our Refinanced Secured Notes, partially offset by a higher
interest rate under the Contract Cash Solutions Agreement with Wells Fargo.

There was no loss on extinguishment of debt for the year ended December 31, 2016, as compared to a loss on
extinguishment of debt of $13.1 million in the prior year period.

Income tax provision was $31.7 million for the year ended December 31, 2016, as compared to an income tax
benefit in the prior year period. This was primarily due to an increase in our valuation allowance for deferred tax
assets. The income tax provision reflected a negative effective income tax rate of 14.6% for the year ended
December 31, 2016, which was less than the statutory federal rate of 35.0% primarily due to an increase in our
valuation allowance for deferred tax assets and the impairment of goodwill, for which no tax benefit is provided for
book purposes. The income tax benefit reflected an effective income tax rate of 14.7% for the prior year, which was
greater than the statutory federal rate of 35.0%, primarily due to the impairment of goodwill for which no tax benefit
was provided for book purposes.

Primarily, as a result of the foregoing, net loss increased by $144.5 million, or 138%, to $249.5 million for the year
ended December 31, 2016, as compared to the prior year period.
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Games Revenues

The following table includes the revenues from our Games segment (amounts in thousands):

Year Ended
December 31, 2017 December 31, 2016
% of Games % of Games
Revenues Revenues Revenues Revenues
Games revenues
Gaming OPerations...........ceeverveerveeverveneeennes $ 148,636 67 % $ 152,455 71 %
Gaming SaleS.......ccvevvireeriieriieieeiereere e 70,117 31 % 56,277 26 %
Other ..o 4,024 2 % 4,521 3%
Total. ... $ 222,777 100 % $ 213,253 100 %

Payments Revenues

The following table includes the revenues from our Payments segment (amounts in thousands):

Year Ended
December 31, 2017 December 31, 2016
% of Payments % of Payments
Revenues Revenues Revenues Revenues
Payments revenues
Cash acCesS SETVICES ..ovvvveeeeeeeeeeeeeeeeeeeeeeeeeennn $ 707,222 94 % $ 601,873 93 %
Kiosk sales and Services.......ccovveeeeeeeeeeeneenn... 25,000 3 % 25,330 4 %
Compliance and other ...........ccccecveieenenne. 19,949 3 % 19,000 3%
Total........oooviiieie e $ 752,171 100 % $ 646,203 100 %

Critical Accounting Policies

The preparation of our financial statements in conformity with U.S. generally accepted accounting principles
(“GAAP”) requires us to make estimates and assumptions that affect our reported amounts of assets and liabilities,
revenues and expenses, and related disclosures of contingent assets and liabilities in our Financial Statements. The
SEC has defined critical accounting policies as the ones that are most important to the portrayal of the financial
condition and results of operations, and which require management to make its most difficult and subjective
judgments, often as a result of the need to make estimates about matters that are inherently uncertain. Based on this
definition, we have identified our critical accounting policies as those addressed below. We also have other key
accounting policies that involve the use of estimates, judgments and assumptions. You should review “Note 2. Basis
of Presentation and Summary of Significant Accounting Policies” within our Financial Statements included
elsewhere in this Annual Report on Form 10-K for a summary of these policies. We believe that our estimates and
assumptions are reasonable, based upon information presently available; however, actual results may differ from
these estimates under different assumptions or conditions.

Segment Reporting. We apply the provisions of the Financial Accounting Standards Board (the “FASB”)
Accounting Standards Codification (“ASC”) 280, “Segment Reporting”, in accounting for our business segments.
This defines operating segments as components of an enterprise for which separate financial information is available
that is evaluated regularly by the chief operating decision maker in deciding how to allocate resources and in
assessing performance. In addition, ASC 280-10-50-34, as well as Rule 3-03(e) of Regulation S-X, requires us to
recast financial information from prior years for segments if we change our internal organization in a way that
effects the compositions of our reportable segments. Our operating segments were previously organized and
managed under five business segments: (a) Cash Advance, (b) ATM, (c) Check Services, (d) Games, and (¢) Other.
During the first quarter of 2015, we changed our organizational structure as part of our transformation to a Games
and Payments company providing solutions to the gaming industry. Accordingly, since the first quarter of 2015, we
have reported our financial performance, and organized and managed our operations, across the following two
business segments: (a) Games, and (b) Payments. Each of these segments is monitored by our management for
performance against its internal forecast and is consistent with our internal management reporting.
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Business Combinations. We apply the provisions of the FASB ASC 805, “Business Combinations”, in the
accounting for acquisitions. It requires us to recognize separately from goodwill the assets acquired and the
liabilities assumed, at their acquisition date fair values. Goodwill as of the acquisition date is measured as the excess
of consideration transferred over the net of the acquisition date fair values of the assets acquired and the liabilities
assumed. Significant estimates and assumptions are required to value assets acquired and liabilities assumed at the
acquisition date as well as contingent consideration, where applicable. These estimates are preliminary and typically
include the calculation of an appropriate discount rate and projection of the cash flows associated with each
acquired asset over its estimated useful life. As a result, during the measurement period, which may be up to one
year from the acquisition date, the Company may record adjustments to the assets acquired and liabilities assumed
with the corresponding offset to goodwill. In addition, deferred tax assets, deferred tax liabilities, uncertain tax
positions and tax related valuation allowances assumed in connection with a business combination are initially
estimated as of the acquisition date. We reevaluate these items quarterly based upon facts and circumstances that
existed as of the acquisition date and any adjustments to its preliminary estimates are recorded to goodwill, in the
period of identification, if identified within the measurement period. Upon the conclusion of the measurement
period or final determination of the values of assets acquired or liabilities assumed, whichever comes first, any
subsequent adjustments are recorded to the Statements of Loss.

Acquisition-related Costs. We recognize a liability for acquisition-related costs when the expense is incurred.
Acquisition-related costs include, but are not limited to: financial advisory, legal and debt fees; accounting,
consulting, and professional fees associated with due diligence, valuation and integration; severance; and other
related costs and adjustments.

Property, Equipment and Leased Assets. We have approximately $113.5 million in net property, equipment and
leased assets on our Balance Sheets at December 31, 2017. Property, equipment and leased assets are stated at cost,
less accumulated depreciation, computed using the straight-line method over the lesser of the estimated life of the
related assets, generally two to five years, or the related lease term. Player terminals and related components and
equipment are included in our rental pool. The rental pool can be further delineated as “rental pool — deployed,”
which consists of assets deployed at customer sites under participation arrangements, and ‘“rental pool —
undeployed,” which consists of assets held by us that are available for customer use. Rental pool — undeployed
consists of both new units awaiting deployment to a customer site and previously deployed units currently back with
us to be refurbished awaiting re-deployment. Routine maintenance of property, equipment and leased gaming
equipment is expensed in the period incurred, while major component upgrades are capitalized and depreciated over
the estimated remaining useful life of the component. Sales and retirements of depreciable property are recorded by
removing the related cost and accumulated depreciation from the accounts. Gains or losses on sales and retirements
of property are reflected in our Statements of Loss. Property, equipment and leased assets are reviewed for
impairment whenever events or circumstances indicate that their carrying amounts may not be recoverable.
Impairment is indicated when undiscounted future cash flows do not exceed the asset’s carrying value.

Goodwill. We had approximately $640.6 million of goodwill on our Balance Sheets at December 31, 2017 resulting
from acquisitions of other businesses. All of our goodwill was subject to our annual goodwill impairment testing.
We test for impairment annually on a reporting unit basis, at the beginning of our fourth fiscal quarter, or more often
under certain circumstances. The annual impairment test is completed using either: a qualitative “Step 0”
assessment based on reviewing relevant events and circumstances; or a quantitative “Step 17 assessment, which
determines the fair value of the reporting unit, using an income approach that discounts future cash flows based on
the estimated future results of our reporting units and a market approach that compares market multiples of
comparable companies to determine whether or not any impairment exists. If the fair value of a reporting unit is less
than its carrying amount, an impairment charge equal to the amount by which the carrying amount of goodwill for
the reporting unit exceeds the implied fair value of that goodwill is recorded. In connection with our annual
goodwill impairment testing process for 2017, we determined that no impairment adjustment was necessary as the
fair value exceeded the carrying amount for each of the Games (limited excess fair value), Cash Access Services,
Kiosk Sales and Services, Central Credit Services and Compliance Sales and Services reporting units.

Management performs its annual forecasting process, which, among other factors, includes reviewing recent

historical results, company-specific variables and industry trends. This process is generally completed in the fourth
quarter and considered in conjunction with the annual goodwill impairment evaluation.
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The annual evaluation of goodwill and other non-amortizing intangible assets requires the use of estimates about
future operating results of each reporting unit to determine its estimated fair value. Changes in forecasted operations
can materially affect these estimates, which could materially affect our results of operations. The estimate of fair
value requires significant judgment and we base our fair value estimates on assumptions that we believe to be
reasonable; but that are unpredictable and inherently uncertain, including: estimates of future growth rates,
operating margins and assumptions about the overall economic climate as well as the competitive environment for
our reporting units. There can be no assurance that our estimates and assumptions made for purposes of our
goodwill testing as of the time of testing will prove to be accurate predictions of the future. If our assumptions
regarding business plans, competitive environments or anticipated growth rates are not correct, we may be required
to record goodwill impairment charges in future periods, whether in connection with our next annual impairment
testing, or earlier, if an indicator of an impairment is present prior to our next annual evaluation.

Our reporting units are identified as operating segments or one level below. Reporting units must: (a) engage in
business activities from which they earn revenues and incur expenses; (b) have operating results that are regularly
reviewed by our segment management to ascertain the resources to be allocated to the segment and assess its
performance; and (c) have discrete financial information available. As of December 31, 2017, our reporting units
included: Games, Cash Access Services, Kiosk Sales and Services, Central Credit Services, and Compliance Sales
and Services. During the year ended December 31, 2016, the Company combined its Cash Advance, ATM and
Check Services reporting units into a single Cash Access reporting unit to be consistent with the current corporate
structure and segment management. The use of different assumptions, estimates or judgments in the goodwill
impairment testing process, such as the estimated future cash flows of our reporting units, the discount rate used to
discount such cash flows, or the estimated fair value of the reporting units’ tangible and intangible assets and
liabilities, could significantly increase or decrease the estimated fair value of a reporting unit or its net assets, and
therefore, impact the related impairment charge, if any.

Other Intangible Assets. We have approximately $324.3 million in net unamortized other intangible assets on our
Balance Sheets at December 31, 2017. Other intangible assets are stated at cost, less accumulated amortization and
computed primarily using the straight-line method. Other intangible assets consist primarily of: (i) customer
contracts (rights to provide Games and Payments services to gaming establishment customers), developed
technology, trade names and trademarks and contract rights acquired through business combinations; (ii) capitalized
software development costs; and (iii) the acquisition cost of our patent related to the 3-in-1 rollover technology
acquired in 2005. Customer contracts require us to make renewal assumptions, which impact the estimated useful
lives of such assets. Capitalized software development costs require us to make certain judgments as to the stages of
development and costs eligible for capitalization. Capitalized software costs placed in service are amortized over
their useful lives, generally not to exceed five years. The acquisition cost of the 3-in-1 Rollover patent is being
amortized over the term of the patent, which expired in January 2018. We review intangible assets whenever events
or changes in circumstances indicate that the carrying amount of an asset may not be recoverable. Such events or
circumstances include, but are not limited to, a significant decrease in the fair value of the underlying business or
market price of the asset, a significant adverse change in legal factors or business climate that could affect the value
of an asset, or a current period operating or cash flow loss combined with a history of operating or cash flow losses.
We group intangible assets for impairment analysis at the lowest level for which identifiable cash flows are largely
independent of the cash flows of other assets and liabilities. Recoverability of intangible assets is measured by a
comparison of the carrying amount of the asset to future, net cash flows expected to be generated by the asset,
undiscounted and without interest or taxes. Any impairment to be recognized is measured by the amount by which
the carrying amount of the assets exceeds the fair value of the assets.

Income Taxes. We are subject to income taxes in the United States as well as various states and foreign
jurisdictions in which we operate. In accordance with accounting guidance, our income taxes include amounts from
domestic and international jurisdictions, plus the provision for U.S. taxes on undistributed earnings of international
subsidiaries as of December 31, 2017. With respect to new tax reform, we account for such provisions in the year of
enactment in accordance with GAAP. Some items of income and expense are not reported in tax returns and our
Financial Statements in the same year. The tax effect of such temporary differences is reported as deferred income
taxes.

Our deferred tax assets and liabilities are recognized for the expected future tax consequences of events that have
been included in our Financial Statements or income tax returns. Deferred tax assets and liabilities are determined
based upon differences between financial statement carrying amounts of existing assets and their respective tax
bases using enacted tax rates expected to apply to taxable income in years in which those temporary differences are
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expected to be recovered or settled. The effect on the income tax provision or benefit and deferred tax assets and
liabilities for a change in rates is recognized in the Statements of Loss in the period that includes the enactment date.

When measuring deferred tax assets, certain estimates and assumptions are required to assess whether a valuation
allowance should be established by evaluating both positive and negative factors in accordance with accounting
guidance. This evaluation requires that we exercise judgment in determining the relative significance of each factor.
The assessment of valuation allowance involves significant estimates regarding future taxable income and when it is
recognized, the amount and timing of taxable differences, the reversal of temporary differences and the
implementation of tax-planning strategies. A valuation allowance is established based on the weight of available
evidence, including both positive and negative indicators, if it is more likely than not that a portion, or all, of the
deferred tax assets will not be realized. Greater weight is given to evidence that is objectively verifiable, most
notably historical results. If we report a cumulative loss from continuing operations before income taxes for a
reasonable period of time, this form of negative evidence is difficult to overcome. Therefore, we include certain
aspects of our historical results in our forecasts of future taxable income, as we do not have the ability to solely rely
on forecasted improvements in earnings to recover deferred tax assets. If we no longer report a cumulative loss
position, to the extent our results of operations improve, such that we have the ability to overcome the more likely
than not accounting standard, we expect to be able to reverse the valuation allowance in the applicable period of
determination. In addition, we rely on deferred tax liabilities in our assessment of the realizability of deferred tax
assets if the temporary timing difference is anticipated to reverse in the same period and jurisdiction and the
deferred tax liabilities are of the same character as the temporary differences giving rise to the deferred tax assets.

We also account for uncertainty in income taxes as recognized in our Financial Statements. The accounting standard
creates a single model to address uncertainty in income tax positions and prescribes the minimum recognition
threshold a tax position is required to meet before being recognized in our Financial Statements. The standard also
provides guidance on derecognition, measurement, classification, interest and penalties, accounting in interim
periods, disclosure and transition.

Under this standard, we may recognize tax benefits from an uncertain position only if it is more likely than not that
the position will be sustained upon examination by taxing authorities based on the technical merits of the issue. The
amount recognized is the largest benefit that we believe has greater than a 50% likelihood of being realized upon
settlement. Actual income taxes paid may vary from estimates depending upon changes in income tax laws, actual
results of operations, and the final audit of tax returns by taxing authorities. Tax assessments may arise several years
after tax returns have been filed.

Revenue Recognition
Overview

We recognize revenue when evidence of an arrangement exists, services have been rendered, the price is fixed or
determinable and collectability is reasonably assured. We evaluate our revenue streams for proper timing of revenue
recognition. Revenue is recognized as products are delivered and or services are performed.

For sales arrangements with multiple deliverables, we apply the guidance from ASC 605-25, “Revenue Recognition
- Multiple-Element Arrangements.” In addition, we apply the guidance from ASC 985-605, “Software — Revenue
Recognition” which affects vendors that sell or lease tangible products in an arrangement that contains software that
is more than incidental to the tangible product as a whole and clarifies what guidance should be used in allocating
and measuring revenue. In allocating the arrangement fees to separate deliverables, we evaluate whether we have
vendor-specific objective evidence (“VSOE”) of selling price, third party evidence (“TPE”) or estimate of selling
price (“ESP”) for gaming devices, maintenance and product support fees and other revenue sources. We generally
use ESP to determine the selling price used in the allocation of separate deliverables, as VSOE and TPE are
generally not available. We determine the ESP on separate deliverables by estimating a margin typically received on
such items and applying that margin to the product cost incurred.

Sales taxes and other taxes collected from customers on behalf of governmental authorities are accounted for on a
net basis and are not included in revenues or operating expenses.
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Games Revenues

Games revenues are primarily generated by our gaming operations under development, placement, and participation
arrangements in which we provide our customers with player terminals, player terminal-content licenses, central
determinate systems for devices placed in service in licensed jurisdictions and back-office equipment, collectively
referred to herein as leased gaming equipment. Generally, under these arrangements, we retain ownership of the
leased gaming equipment installed at customer facilities and we receive revenue based on a percentage of the net
win per day generated by the leased gaming equipment or a fixed daily fee based on the number of player terminals
installed at the facility. Revenue from lease participation or daily fee arrangements are considered both realizable
and earned at the end of each gaming day. Gaming operations revenues generated by leased gaming equipment
deployed at sites under development or placement fee agreements are reduced by the accretion of contract rights
acquired in connection with those agreements. Contract rights are amounts allocated to intangible assets for
dedicated floor space resulting from such agreements, described under “Development and Placement Fee
Agreements.” The related amortization expense, or accretion of contract rights, is recorded net against the respective
revenue category in the Statements of Loss.

In addition, we sell gaming equipment directly to our customers under sales contracts on standard credit terms, or
may grant extended credit terms under sales contracts secured by the related equipment.

Other Games revenues primarily consist of our TournEvent of Champions® national tournament offering.

Generally, player terminal sales include ancillary equipment, such as networking gear, bases, chairs, and
occasionally signage, some of which may be necessary for the full functionality of the player terminals in a casino.
This ancillary equipment comprises an install kit that is shipped simultaneously with the player terminals. Although
our products are analyzed as multiple deliverable arrangements, revenue for the player terminal and ancillary
equipment is not recognized until all elements essential for the functionality of the product have been shipped or
delivered. This includes game theme software and essential ancillary equipment. If elements that are not essential to
the functionality of the player terminals are shipped after the unit, such as signage, chairs, or bases, these items
would be classified as deferred revenue until shipped or delivered.

Revenue related to systems arrangements that contain both software and non-software deliverables requires
allocation of the arrangement fee to the separate deliverables using the relative selling price method. Revenue for
software deliverables is recognized under software revenue recognition guidance. Revenue resulting from the sale of
non-software deliverables, such as gaming devices and other hardware, are accounted for based on other applicable
revenue recognition guidance as the devices are tangible products containing both software and non-software
components that function together to deliver the product's essential functionality.

The majority of our multiple element sales contracts are for some combination of gaming equipment, player
terminals, content, system software, license fees, ancillary equipment and maintenance.

Payments Revenues

Cash advance revenues are comprised of transaction fees assessed to gaming patrons in connection with credit card
cash access and POS debit card cash access transactions and are recognized at the time the transactions are
authorized. Such fees are based on a combination of a fixed amount plus a percentage of the face amount of the
credit card cash access or POS debit card cash access transaction amount.

ATM revenues are comprised of transaction fees in the form of cardholder surcharges assessed to gaming patrons in
connection with ATM cash withdrawals at the time the transactions are authorized and reverse interchange fees paid
to us by the patrons’ issuing banks. Cardholder surcharges and reverse interchange are recognized as revenue when
a transaction is initiated. The cardholder surcharges assessed to gaming patrons in connection with ATM cash
withdrawals are currently a fixed dollar amount and not a percentage of the transaction amount.

Check services revenues are principally comprised of check warranty revenues and are generally based upon a
percentage of the face amount of checks warranted. These fees are paid to us by gaming establishments. We sell
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fully integrated kiosks directly to our customers under sales contracts on standard credit terms, or may grant
extended credit terms under sales contracts secured by the related equipment.

Kiosk Sales and Services revenues are derived from the sale of cash access equipment and certain other ancillary
fees associated with the sale, installation and maintenance of those offerings directly to our customers under sales
contracts on standard credit terms, or may grant extended credit terms under sales contracts secured by the related
equipment.

Compliance and other revenues include amounts derived from: (i) the sale of software licensing, software
subscriptions professional services and certain other ancillary fees; (ii) Central Credit revenues that are based upon
either a flat monthly unlimited usage fee or a variable fee structure driven by the volume of patron credit histories
generated; and (iii) fees generated from ancillary marketing, database and internet-based gaming activities.

The majority of our multiple element sales contracts are for some combination of cash access services, fully
integrated kiosks and related equipment, ancillary services and maintenance.

Stock-Based Compensation. Stock-based compensation expense for all awards is based on the grant date fair value
estimated. We estimate the weighted-average fair value of options granted for our time-based and cliff vesting
time-based options using the Black-Scholes Option Pricing Model. We estimate the weighted-average fair value of
options granted for our market-based options using a lattice-based option valuation model. Each model is based on
assumptions regarding expected volatility, dividend yield, risk-free interest rates, the expected term of the option
and the expected forfeiture rate. Each of these assumptions, while reasonable, requires a certain degree of judgment
and the fair value estimates could vary if the actual results are materially different than those initially applied.

Recent Accounting Guidance

For a description of our recently adopted accounting guidance and recent accounting guidance not yet adopted, see
“Note 2 Basis of Presentation and Summary of Significant Accounting Policies — Recent Accounting Guidance”
within our Financial Statements included elsewhere in this Annual Report on Form 10-K.

Liquidity and Capital Resources
Overview

The following table presents selected information about our financial position (in thousands):

At December 31,
2017 2016
Balance sheet data
TOtAl ASSELS ...eeieueeeeeeeeeee ettt ee e e e e e e e et e e e e e e e e e e enreeeeenes $ 1,537,074 $ 1,408,163
TOtal DOTTOWINGS ....cuvieveieeieeiieiietieieeteseeste st esteeaeeeeseeesseeteenseensessaesseensens 1,167,843 1,121,880
Total stockholders’ defiCit..........ccuerieiiereiiiiierieeee e (140,633) (107,793)
Cash available
Cash and cash eqUIVAIENTS ...........c.coeveiiriieieieeee et $ 128,586 $ 119,051
Settlement rECEIVADIES. .......coouvviiiieiieeciee et 227,403 128,821
Settlement HabIlitieS ........eevverriiriieiieieeiesieeie ettt re e eree e sreesseees (317,744) (239,123)
Net cash position™ .................ccoooiiiiiicceeeeee e 38,245 8,749
Undrawn revolving credit facility ........ccoeevevveerieriieciinieiieseee e 35,000 50,000
Net cash available™).....................coooiiiiiiiieeeeeeee e, $ 73245 $ 58,749

(1) Non-GAAP measure. In order to enhance investor understanding of our cash balance, we are providing in this
Annual Report on Form 10-K net cash position and net cash available, which are not measures of our financial
performance or position under GAAP. Accordingly, these measures should not be considered in isolation or as
a substitute for, and should be read in conjunction with, our cash and cash equivalents prepared in accordance
with GAAP. We define (i) net cash position as cash and cash equivalents plus settlement receivables less
settlement liabilities and (ii) net cash available as net cash position plus undrawn amounts available under our

54



Revolving Credit Facility (defined herein). We present net cash position because our cash position, as
measured by cash and cash equivalents, depends upon changes in settlement receivables and the timing of
payments related to settlement liabilities. As such, our cash and cash equivalents can change substantially
based upon the timing of our receipt of payments for settlement receivables and payments we make to
customers for our settlement liabilities. We present net cash available as management monitors this amount in
connection with its forecasting of cash flows and future cash requirements.

Cash Resources

Our cash balance, cash flows and line of credit are expected to be sufficient to meet our recurring operating
commitments and to fund our planned capital expenditures for the foreseeable future. Cash and cash equivalents at
December 31, 2017 included cash in non-U.S. jurisdictions of approximately $18.6 million. Generally, these funds
are available for operating and investment purposes within the jurisdiction in which they reside, but may be subject
to withholding tax in the foreign jurisdiction upon repatriation.

We expect that our cash provided by operating activities will be sufficient for our operating and debt servicing
needs during the next 12 months. If not, we have sufficient borrowings available under our New Credit Facilities to
meet additional funding requirements. We monitor the financial strength of our lenders on an ongoing basis using
publicly-available information. Based upon that information, we believe there is not a likelihood that any of our
lenders might not be able to honor their commitments under the Credit Agreement.

We provide cash settlement services to our customers related to our cash access products. These services involve the
movement of funds between the various parties associated with cash access transactions. These activities result in a
balance due to us at the end of each business day for the face amount provided to patrons plus the service fee
charged to those patrons that we recoup over the next few business days and classify as settlement receivables.
These activities also result in a balance due to our customers at the end of each business day for the face amount
provided to patrons that we remit over the next few business days and classify as settlement liabilities. As of
December 31, 2017, we had $227.4 million in settlement receivables for which we generally receive payment within
one week. As of December 31, 2017, we had $317.7 million in settlement liabilities due to our customers for these
settlement services that are generally paid within the next month. As the timing of cash received from settlement
receivables and payment of settlement liabilities may differ, the total amount of cash held by us will fluctuate
throughout the year.

Our cash and cash equivalents were $128.6 million and $119.1 million as of December 31, 2017 and December 31,
2016, respectively. Our net cash position after considering the impact of settlement receivables and settlement
liabilities was $38.2 million and $8.7 million as of December 31, 2017 and December 31, 2016, respectively. Our
net cash available after considering the net cash position and undrawn amounts available under our Revolving
Credit Facility was approximately $73.2 million and $58.7 million as of December 31, 2017 and December 31,
2016, respectively.
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Cash Flows

The following table summarizes our cash flows for the years ended December 31, 2017, 2016 and 2015 (in
thousands):

Year Ended December 31, Increase/(Decrease)
2017 Vs 2016 Vs
2017 2016 2015 2016 2015
Cash flow activities
Net cash provided by operating activities ........... $ 95828 $ 131,711 $ 124,587 $ (35,883) $§ 7,124
Net cash used in investing activities.................... (109,979)  (88,054)  (85,549)  (21,925) (2,505)
Net cash provided by (used in) financing
ACHIVIEIES .veeivveeeeieecieeere e 22,394 (24,922)  (24,551) 47,316 (371)
Effect of exchange rates on cash.........c..c.ccee.. 1,292 (1,714) (1,552) 3,006 (162)
Cash and cash equivalents
Net increase for the period .........ccceevevierieennenen. 9,535 17,021 12,935 (7,486) 4,086
Balance, beginning of the period.............c.......... 119,051 102,030 89,095 17,021 12,935
Balance, end of the period.............................. $ 128,586 $ 119,051 $ 102,030 $ 9535 $ 17,021

Cash flows provided by operating activities were $95.8 million, $131.7 million, and $124.6 million for the years
ended December 31, 2017, 2016 and 2015, respectively. Cash flows provided by operating activities decreased by
$35.9 million for the year ended December 31, 2017, as compared to the prior year period. This was primarily
attributable to the impact of the change in settlement receivables and settlement liabilities. Cash flows provided by
operating activities increased by $7.1 million for the year ended December 31, 2016, as compared to the prior year
period. This was also primarily attributable to the impact of the change in settlement receivables and settlement
liabilities.

Cash flows used in investing activities were $110.0 million, $88.1 million, and $85.5 million for the years ended
December 31, 2017, 2016 and 2015, respectively. Cash flows used in investing activities increased by $21.9 million
for the year ended December 31, 2017, as compared to the prior year period. This was primarily attributable to an
increase in capital expenditures, higher placement fee arrangements in our Games segment and decreased sales of
fixed assets. Cash flows used in investing activities increased by $2.5 million for the year ended December 31,
2016, as compared to the prior year period. This was primarily attributable to an increase in capital expenditures and
placement fee arrangements in our Games segment, partially offset by a reduction in capital expenditures in our
Payments segment.

Cash flows provided by financing activities were $22.4 million for the year ended December 31, 2017 compared to
$24.9 million and $24.6 million of cash flows used in financing activities for the years ended December 31, 2016
and 2015, respectively. The increase in cash flows from financing activities of $47.3 million in the year ended
December 31, 2017, as compared to the prior year period was primarily attributable to our debt restructuring
activities completed in 2017 and an increase in proceeds from the exercise of the stock options, partially offset by an
increase in debt issuance costs. The cash flows used in 2016 and 2015 were relatively consistent and were primarily
associated with the repayments of debt.
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Long-Term Debt

The following table summarizes our indebtedness (in thousands):

Refinancing
December 31,
2017 2016
Long-term debt
Senior secured term 1AM ............cocvviiieiiiiieee e $ 815,900 $ 465,600
SeNIOr SECUIEA NMOTES.....cvvieieeeriee ettt eee et e e e eeeaeeeeennees — 335,000
Senior UNSECUIEd NOTES........eevvueeieieereeeeeeieeeeeeeeeeeee e e et e eeareeseeaaeeeeenreeeeennns 375,000 350,000
ToOtal debt........c..oooeiieiieee e 1,190,900 1,150,600
Less: debt issuance costs and diSCOUNT.........ccvevvereeerieriieiieieeeeieeieeveeenns (23,057) (28,720)
Total debt after debt issuance costs and discount.............................. 1,167,843 1,121,880
Less: current portion of long-term debt..........ccccceevrievrieiinienienieieeeeieeenn (8,200) (10,000)
Long-term debt, less current portion................c.cccoeevvvienienienennne. $ 1,159,643 $ 1,111,880

On May 9, 2017 (the “Closing Date”), Everi Payments, as borrower, and Holdings entered into a credit agreement
with the lenders party thereto and Jefferies Finance LLC, as administrative agent, collateral agent, swing line lender,
letter of credit issuer, sole lead arranger and sole book manager (amended as described below, the “New Credit
Agreement”). The New Credit Agreement provides for: (i) a $35.0 million, five-year senior secured revolving credit
facility (the “New Revolving Credit Facility”); and (ii) an $820.0 million, seven-year senior secured term loan
facility (the “New Term Loan Facility,” and together with the New Revolving Credit Facility, the “New Credit
Facilities”). The fees associated with the New Credit Facilities included discounts of approximately $4.1 million and
debt issuance costs of approximately $15.5 million. All borrowings under the New Revolving Credit Facility are
subject to the satisfaction of customary conditions, including the absence of defaults and the accuracy of
representations and warranties.

The proceeds from the New Term Loan Facility incurred on the Closing Date were used to: (i) refinance: (a) Everi
Payments’ existing credit facility with an outstanding balance of approximately $462.3 million with Bank of
America, N.A., as administrative agent, collateral agent, swing line lender and letter of credit issuer, Deutsche Bank
Securities Inc., as syndication agent, and Merrill Lynch, Pierce, Fenner & Smith Incorporated and Deutsche Bank
Securities Inc., as joint lead arrangers and joint book managers (the “Prior Credit Facility”); and (b) Everi
Payments’ 7.25% Senior Secured Notes due 2021 in the aggregate original principal amount of $335.0 million (the
“Refinanced Secured Notes™); and (ii) pay related transaction fees and expenses.

In connection with the refinancing, we recorded a non-cash charge of approximately $14.6 million during the
second quarter of 2017 related to the unamortized deferred financing fees and discounts related to the extinguished
term loan under the Prior Credit Facility and the redeemed Refinanced Secured Notes. No prepayment penalties
were incurred.

On November 13, 2017 (the “Repricing Closing Date”), we entered into an amendment to the New Credit
Agreement (the “First Amendment”) which, among other things, reduced the interest rate on the approximately
$818.0 million then outstanding balance of the New Term Loan Facility. The maturity date for the New Term Loan
Facility remains May 9, 2024, the maturity date for the New Revolving Credit Facility remains May 9, 2022, and no
changes were made to the financial covenants or other debt repayments terms set forth in the New Credit
Agreement. We incurred approximately $3.0 million of debt issuance costs and fees associated with the repricing of
the New Term Loan Facility.

New Credit Facilities

The New Term Loan Facility matures seven years after the Closing Date and the New Revolving Credit Facility
matures five years after the Closing Date. The New Revolving Credit Facility is available for general corporate
purposes, including permitted acquisitions, working capital and the issuance of letters of credit.
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The interest rate per annum applicable to loans under the New Revolving Credit Facility is, at Everi Payments’
option, the base rate or the Eurodollar Rate (defined to be the London Interbank Offered Rate or a comparable or
successor rate) (the “Eurodollar Rate”) plus, in each case, an applicable margin. The interest rate per annum
applicable to the New Term Loan Facility also is, at Everi Payments’ option, the base rate or the Eurodollar Rate
plus, in each case, an applicable margin. The Eurodollar Rate is reset at the beginning of each selected interest
period based on the Eurodollar Rate then in effect; provided that, if the Eurodollar Rate is below zero, then such rate
will be equal to zero plus the applicable margin. The base rate is a fluctuating interest rate equal to the highest of: (i)
the prime lending rate announced by the administrative agent; (ii) the federal funds effective rate from time to time
plus 0.50%; and (iii) the Eurodollar Rate (after taking account of any applicable floor) applicable for an interest
period of one month plus 1.00%. Prior to the effectiveness of the First Amendment on the Repricing Closing Date,
the applicable margins for both the New Revolving Credit Facility and the New Term Loan Facility were: (i) 4.50%
in respect of Eurodollar Rate loans and (ii) 3.50% in respect of base rate loans. The applicable margins for the New
Term Loan Facility from and after the effectiveness of the First Amendment on the Repricing Closing Date are: (i)
3.50% in respect of Eurodollar Rate loans and (ii) 2.50% in respect of base rate loans.

Voluntary prepayments of the term loan and the revolving loans and voluntary reductions in the unused
commitments are permitted in whole or in part, in minimum amounts as set forth in the New Credit Agreement
governing the New Credit Facilities, with prior notice but without premium or penalty, except that certain
refinancings of the term loans within six months after the Repricing Closing Date will be subject to a prepayment
premium of 1.00% of the principal amount repaid.

Subject to certain exceptions, the obligations under the New Credit Facilities are secured by substantially all of the
present and subsequently acquired assets of each of Everi Payments, Holdings and the subsidiary guarantors party
thereto including: (i) a perfected first priority pledge of all the capital stock of Everi Payments and each domestic
direct, wholly owned material restricted subsidiary held by Holdings, Everi Payments or any such subsidiary
guarantor; and (ii) a perfected first priority security interest in substantially all other tangible and intangible assets of
Holdings, Everi Payments, and such subsidiary guarantors (including, but not limited to, accounts receivable,
inventory, equipment, general intangibles, investment property, real property, intellectual property and the proceeds
of the foregoing). Subject to certain exceptions, the New Credit Facilities are unconditionally guaranteed by
Holdings and such subsidiary guarantors.

The New Credit Agreement governing the New Credit Facilities contains certain covenants that, among other
things, limit Holdings’ ability, and the ability of certain of its subsidiaries, to incur additional indebtedness, sell
assets or consolidate or merge with or into other companies, pay dividends or repurchase or redeem capital stock,
make certain investments, issue capital stock of subsidiaries, incur liens, prepay, redeem or repurchase subordinated
debt, and enter into certain types of transactions with its affiliates. The New Credit Agreement governing the New
Credit Facilities also requires Holdings, together with its subsidiaries, to comply with a consolidated secured
leverage ratio. At December 31, 2017, our consolidated secured leverage ratio was 3.59 to 1.00, with a maximum
allowable ratio of 5.00 to 1.00. Our maximum consolidated secured leverage ratio will be 4.75 to 1.00 as of
December 31, 2018, 4.50 to 1.00 as of December 31, 2019, 4.25 to 1.00 as of December 31, 2020, and 4.00 to 1.00
as of December 31, 2021 and each December 31 thereafter.

We were in compliance with the covenants and terms of the New Credit Facilities as of December 31, 2017.

Events of default under the New Credit Agreement governing the New Credit Facilities include customary events
such as a cross-default provision with respect to other material debt. In addition, an event of default will occur if
Holdings undergoes a change of control. This is defined to include the case where Holdings ceases to own 100% of
the equity interests of Everi Payments, or where any person or group acquires a percentage of the economic or
voting interests of Holdings’ capital stock of 35% or more (determined on a fully diluted basis).

We are required to repay the New Term Loan Facility in an amount equal to 0.25% per quarter of the initial
aggregate principal, with the final principal repayment installment on the maturity date. Interest is due in arrears on
each interest payment date applicable thereto and at such other times as may be specified in the New Credit
Agreement. As to any loan other than a base rate loan, the interest payment dates shall be the last day of each
interest period applicable to such loan and the maturity date (provided, however, that if any interest period for a
Eurodollar Rate loan exceeds three months, the respective dates that fall every three months after the beginning of
such interest period shall also be interest payment dates). As to any base rate loan, the interest payment dates shall

be last business day of each March, June, September and December and the maturity date.
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For the period from January 1, 2017 to the Closing Date, the Prior Credit Facility had an applicable weighted
average interest rate of 6.43%. For the period from the Closing Date to December 31, 2017, the New Term Loan
Facility had an applicable weighted average interest rate of 5.55%. Together, for the year ended December 31, 2017,
the two facilities had a blended weighted average interest rate of 5.73%.

At December 31, 2017, we had approximately $815.9 million of borrowings outstanding under the New Term Loan
Facility and no borrowings outstanding under the New Revolving Credit Facility. We had $35.0 million of
additional borrowing availability under the New Revolving Credit Facility as of December 31, 2017.

Refinanced Senior Secured Notes

In connection with entering into the New Credit Agreement, on May 9, 2017, Everi Payments redeemed in full all
outstanding Refinanced Secured Notes in the aggregate principal amount of $335.0 million plus accrued and unpaid
interest. As a result of the redemption, the Company recorded non-cash charges of approximately $1.7 million,
which consisted of unamortized deferred financing fees of $0.2 million and discounts of $1.5 million, which were
included in the total $14.6 million non-cash charge.

Senior Unsecured Notes

In December 2014, we issued $350.0 million in aggregate principal amount of 10.0% Senior Unsecured Notes due
2022 (the “2014 Unsecured Notes) under an indenture (as supplemented, the “2014 Notes Indenture”), dated
December 19, 2014, between Everi Payments (as successor issuer), and Deutsche Bank Trust Company Americas,
as trustee. The fees associated with the 2014 Unsecured Notes included original issue discounts of approximately
$3.8 million and debt issuance costs of approximately $14.0 million. In December 2015, we completed an exchange
offer in which all of the unregistered 2014 Unsecured Notes were exchanged for a like amount of 2014 Unsecured
Notes that had been registered under the Securities Act.

In December 2017, we issued $375.0 million in aggregate principal amount of 7.50% Senior Unsecured Notes due
2025 (the “2017 Unsecured Notes”) under an indenture (the “2017 Notes Indenture”), dated December 5, 2017,
among Everi Payments (as issuer), Holdings and certain of its direct and indirect domestic subsidiaries as
guarantors, and Deutsche Bank Trust Company Americas, as trustee. Interest on the 2017 Unsecured Notes accrues
at a rate of 7.50% per annum and is payable semi-annually in arrears on each June 15 and December 15,
commencing on June 15, 2018. The 2017 Unsecured Notes will mature on December 15, 2025. We incurred
approximately $6.1 million of debt issuance costs and fees associated with the refinancing of our 2017 Unsecured
Notes.

On December 5, 2017, together with the issuance of the 2017 Unsecured Notes, Everi Payments satisfied and
discharged the 2014 Notes Indenture relating to the 2014 Unsecured Notes. To effect the satisfaction and discharge,
Everi Payments issued an unconditional notice of redemption to Deutsche Bank Trust Company Americas, as
trustee, of the redemption in full on January 15, 2018 (the “Redemption Date”) of all outstanding 2014 Unsecured
Notes under the terms of the 2014 Notes Indenture. In addition, using the proceeds from the sale of the 2017
Unsecured Notes and cash on hand, Everi Payments irrevocably deposited with the trustee funds sufficient to pay
the redemption price of the 2014 Unsecured Notes of 107.5% of the principal amount thereof, plus accrued and
unpaid interest to, but not including, the Redemption Date (the “Redemption Price”), and irrevocably instructed the
trustee to apply the deposited money toward payment of the Redemption Price for the 2014 Unsecured Notes on the
Redemption Date. Upon the trustee’s receipt of such funds and instructions, along with an officer’s certificate of
Everi Payments and an opinion of counsel certifying and opining that all conditions under the 2014 Notes Indenture
to the satisfaction and discharge of the 2014 Notes Indenture had been satisfied, the 2014 Notes Indenture was
satisfied and discharged, and all of the obligations of Everi Payments and the guarantors under the 2014 Notes
Indenture ceased to be of further effect, as of December 5, 2017 (subject to certain exceptions). The 2014
Unsecured Notes were thereafter redeemed on the Redemption Date.
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In connection with the issuance of the 2017 Unsecured Notes and the redemption of the 2014 Unsecured Notes, we
incurred a $37.2 million loss on extinguishment of debt consisting of a $26.3 million make-whole premium related
to the satisfaction and redemption of the 2014 Unsecured Notes and approximately $10.9 million for the write-off of
related unamortized debt issuance costs and fees.

We were in compliance with the terms of the 2017 Unsecured Notes as of December 31, 2017.
Contractual Obligations
The following summarizes our contractual cash obligations (in thousands):

At December 31, 2017

Total 2018 2019 2020 2021 2022 Thereafter
Contractual obligations
Debt obligationsV.............cccceeveurernnne. $1,190,900 $§ 8,200 $ 8,200 $ 8,200 $ 8,200 $ 8,200 $1,149,900
Estimated interest obligations® ........... 476,236 69,264 68,079 67,755 67,379 66,870 136,889
Operating lease obligations.................... 22,107 4,943 5,050 5,046 4,007 2,193 868
Purchase obligations® .............cccoee....... 98,094 68,089 25,646 1,994 1,820 508 37
Total contractual obligations............ $1,787,337 $150,496 $106,975 $82,995 $81,406 $77,771 $1,287,694

(1) We are required to make principal payments of 1% annually under the New Term Loan Facility and may also
be required to make an excess cash flow payment that is based on full year end earnings and our consolidated
secured leverage ratio in effect at that time. The above table does not reflect any future payments related to
excess cash flow payments.

(2) Estimated interest payments were computed using the interest rate in effect at December 31, 2017 multiplied
by the principal balance outstanding after scheduled principal amortization payments. For our debt
obligations, the weighted average rate assumed was approximately 5.70% until 2025, when the weighted
average rate would increase to approximately 7.50%.

(3) Included in purchase obligations are minimum transaction processing services from various third-party
processors used by us as well as open purchase orders and placement fee agreements related to our Games
business.

Other Liquidity Needs and Resources

We need cash to support our foreign operations. As a result of the 2017 Tax Act, enacted December 22, 2017, we
will not be subject to additional taxation if we decide to repatriate foreign funds, except for potential withholding
tax. Depending on the jurisdiction and the treaty between different foreign jurisdictions our withholding tax rates
can vary significantly. If we expand our business into new foreign jurisdictions, we must rely on treaty-favored
cross-border transfers of funds, the cash generated by our operations in those foreign jurisdictions or alternate
sources of working capital.

Off-Balance Sheet Arrangements

Our Contract Cash Solutions Agreement with Wells Fargo Bank, N.A. (“Wells Fargo”) allows us to use funds
owned by Wells Fargo to provide the currency needed for normal operating requirements for our ATMs. For the use
of these funds, we pay Wells Fargo a cash usage fee on the average daily balance of funds utilized multiplied by a
contractually defined cash usage rate. These cash usage fees, reflected as interest expense within the Statements of
Loss, were $4.9 million, $3.1 million and $2.3 million for the years ended December 31, 2017, 2016 and 2015,
respectively. We are exposed to interest rate risk to the extent that the applicable LIBOR (defined to be the
Interbank Offered Rate or a comparable or successor rate) increases.
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Under this agreement, all currency supplied by Wells Fargo remains the sole property of Wells Fargo at all times
until it is dispensed, at which time Wells Fargo obtains an interest in the corresponding settlement receivable which
is recorded on a net basis. As these funds are not our assets, supplied cash is not reflected on the Balance Sheets.
The outstanding balances of ATM cash utilized by us from Wells Fargo were $289.8 million and $285.4 million as
of December 31, 2017 and 2016, respectively.

The Contract Cash Solutions Agreement, as amended, provides us with cash in the maximum amount of
$300.0 million with the ability to increase the amount by $75 million over a 5-day period for special occasions, such
as New Years. The term of the agreement expires on June 30, 2020.

We are responsible for any losses of cash in the ATMs under this agreement and we self-insure for this risk. We
incurred no material losses related to this self-insurance for the years ended December 31, 2017 and 2016.

Effects of Inflation

Our monetary assets, consisting primarily of cash, receivables, inventory and our non-monetary assets, consisting
primarily of the deferred tax asset, goodwill and other intangible assets, are not significantly affected by inflation.
We believe that replacement costs of equipment, furniture and leasehold improvements will not materially affect our
operations. However, the rate of inflation affects our operating expenses, such as those for salaries and benefits,
armored carrier expenses, telecommunications expenses and equipment repair and maintenance services, which may
not be readily recoverable in the financial terms under which we provide our Games and Payments products and
services to gaming establishments and their patrons.

Item 7A. Quantitative and Qualitative Disclosures about Market Risk.

In the normal course of business, we are exposed to foreign currency exchange risk. We operate and conduct
business in foreign countries and, as a result, are exposed to movements in foreign currency exchange rates. Our
exposure to foreign currency exchange risk related to our foreign operations is not material to our results of
operations, cash flows or financial position. At present, we do not hedge this risk, but continue to evaluate such
foreign currency translation risk exposure.

Wells Fargo supplies us with currency needed for normal operating requirements of our domestic ATMs pursuant to
the Contract Cash Solutions Agreement. Under the terms of this agreement, we pay a monthly cash usage fee based
upon the product of the average daily dollars outstanding in all such ATMs multiplied by a margin that is tied to
LIBOR. We are, therefore, exposed to interest rate risk to the extent that the applicable LIBOR increases. The
currency supplied by Wells Fargo was $289.8 million as of December 31, 2017. Based upon this outstanding
amount of currency supplied by Wells Fargo, each 1% increase in the applicable LIBOR would have a $2.9 million
impact on income before taxes over a 12-month period. Foreign gaming establishments or third-party vendors
supply the currency needs for the ATMs located on their premises.

The Credit Facilities bear interest at rates that can vary over time. We have the option of having interest on the
outstanding amounts under the New Credit Facilities paid based on a base rate or based on the Eurodollar Rate. We
have historically elected to pay interest based on the Eurodollar Rate, and we expect to continue to pay interest
based on the Eurodollar Rate of various maturities. The weighted average interest rate on credit facilities was
approximately 5.73% for the year ended December 31, 2017. Based upon the outstanding balance on the New
Credit Facilities of $815.9 million as of December 31, 2017, each 1% increase in the applicable Eurodollar Rate
would have an $8.2 million impact on interest expense over a 12-month period. The interest rate on the 2017
Unsecured Notes are fixed and therefore an increase in interest rates does not impact the interest expense associated
with the notes.
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Item 8. Financial Statements and Supplementary Data.

Index to Consolidated Financial Statements

Report of BDO USA, LLP, Independent Registered Public Accounting Firm........c..ccccocevevveeiininincncnencnenn.
Consolidated Statements of Loss and Comprehensive Loss for the three years ended December 31, 2017 ........
Consolidated Balance Sheets as of December 31, 2017 and 2016 .........ooovvviiiiiiiiiiiieieeeeeeeeee e
Consolidated Statements of Cash Flows for the three years ended December 31, 2017 .......ccovvvevveriieieniennnenne.
Consolidated Statements of Stockholders’ (Deficit) Equity for the three years ended December 31, 2017.........

Notes to Consolidated Financial Statements
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
Shareholders and Board of Directors

Everi Holdings Inc. and subsidiaries
Las Vegas, NV

Opinion on the Consolidated Financial Statements

We have audited the accompanying consolidated balance sheets of Everi Holdings Inc. (the “Company”) and
subsidiaries as of December 31, 2017 and 2016, the related consolidated statements of loss and comprehensive loss,
stockholders’ (deficit) equity, and cash flows for each of the three years in the period ended December 31, 2017,
and the related notes (collectively referred to as the “consolidated financial statements™). In our opinion, the
consolidated financial statements present fairly, in all material respects, the financial position of the Company and
subsidiaries at December 31, 2017 and 2016, and the results of their operations and their cash flows for each of the
three years in the period ended December 31, 2017, in conformity with accounting principles generally accepted in
the United States of America.

We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board
(United States) (“PCAOB”), the Company's internal control over financial reporting as of December 31, 2017,
based on criteria established in Internal Control — Integrated Framework (2013) issued by the Committee of
Sponsoring Organizations of the Treadway Commission (“COSO”) and our report dated March 15, 2018 expressed
an unqualified opinion thereon.

Basis for Opinion

These consolidated financial statements are the responsibility of the Company’s management. Our responsibility is
to express an opinion on the Company’s consolidated financial statements based on our audits. We are a public
accounting firm registered with the PCAOB and are required to be independent with respect to the Company in
accordance with the U.S. federal securities laws and the applicable rules and regulations of the Securities and
Exchange Commission and the PCAOB.

We conducted our audits in accordance with the standards of the PCAOB. Those standards require that we plan and
perform the audit to obtain reasonable assurance about whether the consolidated financial statements are free of
material misstatement, whether due to error or fraud.

Our audits included performing procedures to assess the risks of material misstatement of the consolidated financial
statements, whether due to error or fraud, and performing procedures that respond to those risks. Such procedures
included examining, on a test basis, evidence regarding the amounts and disclosures in the consolidated financial
statements. Our audits also included evaluating the accounting principles used and significant estimates made by
management, as well as evaluating the overall presentation of the consolidated financial statements. We believe that
our audits provide a reasonable basis for our opinion.

/s/ BDO USA, LLP
We have served as the Company’s auditor since 2015.

Las Vegas, Nevada
March 15, 2018
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EVERI HOLDINGS INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF LOSS AND COMPREHENSIVE LOSS
(In thousands, except per share amounts)

Revenues

Payments ......ccceeiiiiiiiiiiiecc e
Total revenuUEes ...............oooooviiiiiiiiii

Costs and expenses
Games cost of revenue (exclusive of depreciation

and aMOTTIZATION) ...c.veeveervierierieereseeseesieereseeseee e eaeeseeeeeseeenns

Payments cost of revenue (exclusive of depreciation

and amOTrtiZatiON) ....c.ecevereerieerieeie e seese e ereeeesee e e e eneeeenens
OPErating EXPEISES .....vevevemrererreiererretererseeeseesensesessensesessensesessenes
Research and development............cceeevevienieniiecieeiecieieeieeee s
GoOdWIll IMPAITMENT .......eevieeiieeieeiierieeie et
DEPIECIAtION ....vvievvieeiieiieeiieieere e ete st steebe e e e eseesaeesseenseeasesseenseens
AMOTEIZATION ..ttt
Total costs and eXPenses............cccceeeveerrieenieinieeneeeeeeieens
Operating income (10SS)...........ccoooiieniiiniiiniieiieeeceee e

Other expenses

Interest expense, net of interest iINCOME ........ccoeveerveecvenieneeniennens
Loss on extinguishment of debt...........ccoccoiiiiiiiiiieiieeee
Total other exXpenses .............cccoooiiiiriiiiiiniieiineeeeee e,
Loss before income tax .............coccoceeiiniiiniinienincencnnene,
Income tax (benefit) Provision .........c.ccoeeeereereecienieneeseeeeeeeens
INEELOSS ..o
Foreign currency translation............ccceceeververieecieniesieneeseeee e,
Comprehensive 1oss.............ccooieiiiiiiiiiiinineeeeeee,

Loss per share

See notes to consolidated financial statements.
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Year Ended December 31,

2017 2016 2015
222,777 S 213253 $ 214,424
752,171 646,203 612,575
974,948 859,456 826,999
54,695 50,308 47,017
583,850 498,706 463,380
118,935 118,709 101,202
18,862 19,356 19,098
— 146,299 75,008
47,282 49,995 45,551
69,505 94,638 85,473
893,129 978,011 836,729
81,819 (118,555) (9,730)
102,136 99,228 100,290
51,750 — 13,063
153,886 99,228 113,353
(72,067) (217,783) (123,083)
(20,164) 31,696 (18,111)
(51,903) (249,479) (104,972)
1,856 (2,427) (1,251)
(50,047) $  (251,906) $  (106,223)
(0.78) $ (3.78) $ (1.59)
0.78) $ (3.78) $ (1.59)
66,816 66,050 65,854
66,816 66,050 65,854



EVERI HOLDINGS INC. AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS
(In thousands, except par value amounts)

At December 31,
2017 2016
ASSETS
Current assets
Cash and cash eqUIVAIENTS...........c.cevveieririeieteiee et $ 128,586 $ 119,051
Settlement reCEIVADIES.........coovvieiieeeeeeeeee et 227,403 128,821
Trade and other receivables, net of allowances for doubtful accounts of
$4,706 and $4,701 at December 31, 2017 and December 31, 2016,
TESPECHIVELY ettt ettt et 47,782 56,651
TNVENLOTY .ttt et 23,967 19,068
Prepaid expenses and Other aSSetS.........occvevviecieeierienieeieeie e 20,670 18,048
Total CUFTENt ASSELS.........cooiinniiiiiieiiiieeeeeee e 448,408 341,639
Non-current assets
Property, equipment and leased assets, N€t ..........eceeeeeierieenieerienie e 113,519 98,439
GOOAWIIL....oeieieeiii ettt s e re e s abeeeaneea 640,589 640,546
Other intangible assets, NEt.........cccevvverueeriieiieiiereereere et ae e 324311 317,997
Other TECEIVADIES........eviiiiiiiieceeee e 2,638 2,020
OTRET ASSELS ..veiieeeieiieeeee et e e e e e et e e e e e s saaeeeesnteeeeenens 7,609 7,522
Total NON-CUFTENT ASSETS ........ovvviiiiiiiiiiiiiiieei et e 1,088,666 1,066,524
TOAL ASSCLS ...ttt e e e e e e e eeeeeeeeeene e $ 1,537,074 $ 1,408,163
LIABILITIES AND STOCKHOLDERS’ DEFICIT
Current liabilities
Settlement Habilities..........oooeueeeieiiie et $ 317,744 % 239,123
Accounts payable and accrued eXpenses.........ceecueeeeeierieriienieeie e 134,504 94,391
Current portion of long-term debt ..........cocceveiierieiiei e 8,200 10,000
Total current lHabilities...................ooovviiiiiiiii e, 460,448 343,514
Non-current liabilities
Deferred tax Hability .......ocvevvieeieeiieieieeeie e 38,207 57,611
Long-term debt, less current portion ...........cceeeeeeeerveriienieseenieeseeneesieene e 1,159,643 1,111,880
Other accrued expenses and labilities ..........cceeeveriereeriiecienieneeeee e 19,409 2,951
Total non-current liabilities ...............ccccccccooiiiiiiiiies 1,217,259 1,172,442
Total Habilities .............coooviveiiiiiiiii s 1,677,707 1,515,956

Commitments and contingencies (Note 12)
Stockholders’ deficit
Common stock, $0.001 par value, 500,000 shares authorized and 93,120
and 90,952 shares issued at December 31, 2017 and December 31,
2016, TESPECLIVELY ..eevvieeieiiieiieieeie ettt ettt te e saeesaessaesaeas 93 91
Convertible preferred stock, $0.001 par value, 50,000 shares authorized
and no shares outstanding at December 31, 2017 and December 31,

2016, TESPECLIVELY ..evvieeiieiieeieciecierit ettt — —
Additional paid-in capital.........ccccceevieriieiiieiieeieeee e 282,070 264,755
Accumulated defiCit .........ccevvverierieiieeeeeeeee e e (246,202) (194,299)
Accumulated other comprehensive 10SS ........occvecveviieciinienienieceee e (253) (2,109)
Treasury stock, at cost, 24,883 and 24,867 shares at December 31, 2017

and December 31, 2016, reSPECtiVElY.....c.cccverierieriieiieieeieeeeie e (176,341) (176,231)

Total stockholders’ deficit.................c.ocoiiiiiieiiiiie e, (140,633) (107,793)
Total liabilities and stockholders’ deficit.................ccccccceveeviiinnnn. $ 1,537,074 $ 1,408,163

See notes to consolidated financial statements.
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EVERI HOLDINGS INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS
(In thousands)

Year Ended December 31,
2017 2016 2015
Cash flows from operating activities
INEE LOSS ittt $ (51,903) $ (249,479) $ (104,972)
Adjustments to reconcile net loss to cash provided by operating
activities:
Depreciation and amortization ..........c..ceceveeeenieeienenieenenieneseeeens 116,787 144,633 131,024
Amortization of financing costs and discounts ............cccceeceeveereerneens 8,706 6,695 7,109
Loss (gain) on sale or disposal of assets .........coceevveirencrenernennene. 2,513 2,563 (2,789)
Accretion of coNtract Tights .........ccevvereerierieerienieieneeese e 7,819 8,692 7,614
Provision for bad debts .......c..ooovviiiiiiiiiiieeeeee e 9,737 9,908 10,135
Deferred iNCOME taXES ....ccvverveeriieriieiiesieeieeeie e eee e sve e e eeae e (20,015) 29,940 (19,878)
Write-dOWN OF @SSELS .....couvviiiiiieccieeecieee e — 4,289 —
Reserve for ObSOIESCENCE .......c.vviiiieiieeiiieeeee e 397 3,581 1,243
GoodWill IMPAITMENLt.......c.cvieiirieieriieieriiei et es — 146,299 75,008
Loss on extinguishment of debt ...........ccccevevviininiiniinicninicneee 51,750 — 13,063
Stock-based COMPENSALION........ccuerieriirierieriieieeieee e 6,411 6,735 8,284
Changes in operating assets and liabilities:
Settlement reCeivables .......cvivierieriecierieeieieciese e (98,390) (83,998) (1,830)
Trade and other receivables ..........ccevveviieieriieienieeieieeeeee e (884) (8,207) (5,219)
INVEINOTY ..ttt ettt (5,753) 5,600 (1,075)
Prepaid and other assets..........cccevvreeriieienieniieieeieie e (1,536) 4,480 (5,553)
Settlement Habilities ........ccovvevieviiiiiiiieeieeceeee e 78,465 99,245 21,229
Accounts payable and accrued eXpenses..........coeoveeeerienienienenne (8,276) 735 (8,806)
Net cash provided by operating activities ........................ 95,828 131,711 124,587
Cash flows from investing activities
Capital eXPenditires ........ccceiriririirieieiee ettt (96,490) (80,741) (76,988)
Acquisitions, net of cash acquired ...........coceeeeeveriieneriienenencreeeeenen — (694) (10,857)
Proceeds from sale of fixed asSets .........ccceevveeerieviiiiiieciecceecee e 10 4,599 2,102
Placement fee agreements..........ccveverveeriereeiienieeieneeeenee e eeeee e (13,300) (11,312) (2,813)
Repayments under development agreements ............ccoceeeeeeererenenecane — — 3,104
Changes in restricted Cash.........cccooceririeniniininieeeee e (199) 94 97)
Net cash used in investing activities...............c..coceeenenn (109,979) (88,054) (85,549)
Cash flows from financing activities
Proceeds from new credit facility ..........ccceoeeerineneieeceeeeee 820,000 — —
Proceeds from unsecured NOLES...........cccuveeeiiiiiiiiieeiiie et 375,000 — —
Repayments of prior credit facility .........ccccoceverieciicininininciicnene (465,600) (24,400) (10,000)
Repayments of secured notes.............. (335,000) — (350,000)
Repayments of unsecured notes...... (350,000) — —
Repayments of new credit facility (4,100) — —
Proceeds from issuance of secured NOtES ..........ccoeeeevuveeeeiiveeiiiveeeerieeenns — — 335,000
Dbt ISSUANCE COSLS ...vvivreniieiieiieieieetteie et ete st ete et sbeeeaeseeeneennas (28,702) (480) (1,221)
Proceeds from exercise of Stock Options...........ccevervevieniecieneneeniennnnns 10,906 — 1,839
Purchase of treasury StOCK .........coeevvereevieniniieneneeceeeceee e (110) 42) (169)
Net cash provided by (used in) financing activities .......... 22,394 (24,922) (24,551)
Effect of exchange rates on cash.........ccocceeeevieviecieniecieneeiee e 1,292 (1,714) (1,552)
Cash and cash equivalents
Net increase for the period..........cocevirieriiieninieneeeeeeeeee 9,535 17,021 12,935
Balance, beginning of the period ..........cccoeceevirieninienenieceee e 119,051 102,030 89,095
Balance, end of the period................cccoovvvviriiieieieinnennn, $ 128,586 $ 119,051 % 102,030

See notes to consolidated financial statements.

66



Supplemental cash disclosures

Cash paid for interest
Cash paid for income tax

Cash refunded for iINCOME taX ........couevveieiiiiiiniiiericceeec e
Supplemental non-cash disclosures

Accrued and unpaid capital eXpenditures............eceeververeervenieeieerennens

Accrued and unpaid placement fees..........ccooeverirereneieiiiiieeeeee

Accrued and unpaid contingent liability for acquisitions...........c...c.c...

Transfer of leased gaming equipment to INVENLOTY ......ccceevvereeeruerueenenne

Issuance of warrant
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Year Ended December 31,

2017 2016 2015
89,008 $ 93,420 $ 98,361
1,009 1,703 2,098
829 171 14,477
1386 $ 2,104 $ 5,578
39,074 - —
— (3,169) 4,681
7,820 9,042 4,698
— — 2,246



EVERI HOLDINGS INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF STOCKHOLDERS’ (DEFICIT) EQUITY
(In thousands)

Common Stock— Accumulated
Series A Additional Retained Other Total
Number of Paid-in Earnings  Comprehensive  Treasury (Deficit)
Shares Amount Capital (Deficit) Income (Loss) Stock Equity
Balance, December 31,2014 ................cocoovvveieiiii, 90,405 $ 90 $ 245682 $ 160,152 $ 1,569 $ (176,020) $§ 231473
NEELOSS oottt — — — (104,972) — — (104,972)
Foreign currency translation..........c.cccceeeveeriecnecnnenen, — — — — (1,251) — (1,251)
Stock-based compensation €Xpense ........c..ceeveereereenenn — — 8,258 — — — 8,258
EXercise of Options ........c..ccevveeereirenieeniciniecsieeeies 343 1 1,834 — — — 1,835
Restricted share vesting withholdings. — — — — — (169) (169)
Restricted Shares ..........ccoeoeveeererncneenceseeeeeses 129 — — — — — —
Issuance of Warrants .............ccceeevvevveveesreeeeeeeeeeseennen, — — 2,246 — — — 2,246
Balance, December 31,2015............cccccoovnineivnnnnncccnes 90,877 $ 91 § 258,020 $ 55180 $ 318 $ (176,189) $ 137,420
NEELOSS oottt — — — (249,479) — — (249,479)
Foreign currency translation..........c.coeeveerervrverecnennnnn. — — — — (2,427) — (2,427)
Stock-based compensation eXpense .............c.ccceeeveuenee. — — 6,735 — — — 6,735
Restricted share vesting withholdings. — — — — — 42) 42)
Restricted shares..........ccccccveerennne. 75 — — — — — —
Balance, December 31, 2016 90,952 $ 91 § 264,755 $ (194,299) $ (2,109) $ (176,231) $ (107,793)
NEELOSS oottt — — — (51,903) — — (51,903)
Foreign currency translation............cocceceveverieerieennnne, — — — — 1,856 — 1,856
Stock-based compensation eXpense ..........ccceereeeenenes — — 6,411 — — — 6,411
EXercise of OPtions .........ccecveveeererieenieenieeeieeeeieens 2,037 2 10,904 — — — 10,906
Restricted share vesting withholdings. — — — — — (110) (110)
Restricted shares............. 131 — — — — — —
Balance, December 31, 2017 ..........ccccccevininineivcnnncnccncnns 93,120 § 93 § 282,070 $ (246,202) $ (253) $§ (176,341) $ (140,633)

See notes to consolidated financial statements.
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EVERI HOLDINGS INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

In this filing, we refer to: (i) our audited consolidated financial statements and notes thereto as our “Financial
Statements;” (ii) our audited Consolidated Statements of Loss and Comprehensive Loss as our “Statements of
Loss;” and (iii) our audited Consolidated Balance Sheets as our “Balance Sheets.”

1. BUSINESS

Everi Holdings Inc. (“Everi Holdings,” “Holdings” or “Everi”) is a holding company, the assets of which are the
issued and outstanding shares of capital stock of each of Everi Games Holding Inc. (“Everi Games Holding”), which
owns all of the issued and outstanding shares of capital stock of Everi Games Inc. (“Everi Games” or “Games”) and
Everi Payments Inc. (“Everi Payments” or ‘“Payments”). Unless otherwise indicated, the terms the “Company,”

113 2 ¢

we,” “us” and “our” refer to Holdings together with its consolidated subsidiaries.

Everi is a leading supplier of technology solutions for the casino gaming industry. The Company provides casino
operators with a diverse portfolio of products including innovative gaming machines that power the casino floor,
and casino operational and management systems that include comprehensive, end-to-end payments solutions,
critical intelligence offerings, and gaming operations efficiency technology.

Everi Games provides a number of products and services for casinos, including (a) gaming machines comprised
primarily of Class II and Class III slot machines placed under participation or fixed fee lease arrangements or sold to
casino customers, including the award-winning TournEvent®; and (b) system software, licenses, ancillary
equipment and maintenance to its casino customers. Everi Games also develops and manages the central
determinant system for the VLTs installed in the State of New York.

Everi Payments provides its casino customers cash access and related products and services including: (a) access to
cash at gaming facilities via Automated Teller Machine (“ATM”) cash withdrawals, credit card cash access
transactions, point of sale (“POS”) debit card transactions and check verification and warranty services; (b) fully
integrated gaming industry kiosks that provide cash access and related services; (c) products and services that
improve credit decision making, automate cashier operations and enhance patron marketing activities for gaming
establishments; (d) compliance, audit and data solutions; and (e) online payment processing solutions for gaming
operators in states that offer intrastate, internet-based gaming and lottery activities.

2. BASIS OF PRESENTATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Principles of Consolidation

All intercompany transactions and balances have been eliminated in consolidation.

Business Combinations

We apply the provisions of the Financial Accounting Standards Board (the “FASB”) Accounting Standards
Codification (“ASC”) 805, “Business Combinations”, in the accounting for acquisitions. It requires us to recognize
separately from goodwill the assets acquired and the liabilities assumed, at their acquisition date fair values.
Goodwill as of the acquisition date is measured as the excess of consideration transferred over the net of the
acquisition date fair values of the assets acquired and the liabilities assumed. Significant estimates and assumptions
are required to value assets acquired and liabilities assumed at the acquisition date as well as contingent
consideration, where applicable. These estimates are preliminary and typically include the calculation of an
appropriate discount rate and projection of the cash flows associated with each acquired asset over its estimated
useful life. As a result, during the measurement period, which may be up to one year from the acquisition date, the
Company may record adjustments to the assets acquired and liabilities assumed with the corresponding offset to
goodwill. In addition, deferred tax assets, deferred tax liabilities, uncertain tax positions and tax related valuation
allowances assumed in connection with a business combination are initially estimated as of the acquisition date. We
reevaluate these items quarterly based upon facts and circumstances that existed as of the acquisition date and any
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adjustments to its preliminary estimates are recorded to goodwill, in the period of identification, if identified within
the measurement period. Upon the conclusion of the measurement period or final determination of the values of
assets acquired or liabilities assumed, whichever comes first, any subsequent adjustments are recorded to the
Statements of Loss.

Acquisition-related Costs

We recognize a liability for acquisition-related costs when the expense is incurred. Acquisition-related costs
include, but are not limited to: financial advisory, legal and debt fees; accounting, consulting, and professional fees
associated with due diligence, valuation and integration; severance; and other related costs and adjustments.

Cash and Cash Equivalents

Cash and cash equivalents include cash and all balances on deposit in banks and financial institutions. We consider
all highly liquid investments with maturities of three months or less at the time of purchase to be cash and cash
equivalents. Such balances generally exceed the federal insurance limits. However, we periodically evaluate the
creditworthiness of these institutions to minimize risk.

ATM Funding Agreements

We obtain all of the cash required to operate our ATMs through various ATM Funding Agreements. Some gaming
establishments provide the cash utilized within the ATM (“Site-Funded”). The Site-Funded receivables generated
for the amount of cash dispensed from transactions performed at our ATMs are owned by us and we are liable to the
gaming establishment for the face amount of the cash dispensed. In the Balance Sheets, the amount of the receivable
for transactions processed on these ATM transactions is included within settlement receivables and the amount due
to the gaming establishment for the face amount of dispensing transactions is included within settlement liabilities.

For the Non-Site-Funded locations, our Contract Cash Solutions Agreement with Wells Fargo allows us to use funds
owned by Wells Fargo to provide the currency needed for normal operating requirements for our ATMs. For the use
of these funds, we pay Wells Fargo a cash usage fee on the average daily balance of funds utilized multiplied by a
contractually defined cash usage rate. Under this agreement, all currency supplied by Wells Fargo remains the sole
property of Wells Fargo at all times until it is dispensed, at which time Wells Fargo obtains an interest in the
corresponding settlement receivable. As the cash is never an asset of ours, supplied cash is not reflected on our
balance sheet. We are charged a cash usage fee for the cash used in these ATMs, which is included as interest
expense in the Statements of Loss. We recognize the fees as interest expense due to the similar operational
characteristics to a revolving line of credit, the fact that the fees are calculated on a financial index and the fees are
paid for access to a capital resource.

Allowance for Doubtful Accounts

We maintain an allowance for doubtful accounts related to our trade and other receivables and notes receivable that
have been deemed to have a high risk of uncollectibility. Management reviews its accounts and notes receivable on
a quarterly basis to determine if any receivables will potentially be uncollectible. Management analyzes historical
collection trends and changes in our customer payment patterns, customer concentration, and creditworthiness when
evaluating the adequacy of our allowance for doubtful accounts. In our overall allowance for doubtful accounts we
include any receivable balances for which uncertainty exists as to whether the account balance has become
uncollectible. Based on the information available, management believes the allowance for doubtful accounts is
adequate; however, actual write-offs may exceed the recorded allowance.

Settlement Receivables and Settlement Liabilities

In the credit card cash access and POS debit card cash access transactions provided by us, the gaming establishment
is reimbursed for the cash disbursed to gaming patrons through the issuance of a negotiable instrument or through
electronic settlement. We receive reimbursement from the patron’s credit or debit card issuer for the transaction in
an amount equal to the amount owed to the gaming establishment plus the fee charged to the patron. This
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reimbursement is included within the settlement receivables on the Balance Sheets. The amounts owed to gaming
establishments are included within settlement liabilities on the Balance Sheets.

Warranty Receivables

If a gaming establishment chooses to have a check warranted, it sends a request to our third party check warranty
service provider, asking whether it would be willing to accept the risk of cashing the check. If the check warranty
provider accepts the risk and warrants the check, the gaming establishment negotiates the patron’s check by
providing cash for the face amount of the check. If the check is dishonored by the patron’s bank upon presentment,
the gaming establishment invokes the warranty, and the check warranty service provider purchases the check from
the gaming establishment for the full check amount and then pursues collection activities on its own. In our Central
Credit Check Warranty product under our agreement with the third party service provider, we receive all of the
check warranty revenue. We are exposed to risk for the losses associated with any warranted items that cannot be
collected from patrons issuing the items. Warranty receivables are defined as any amounts paid by the third party
check warranty service provider to gaming establishments to purchase dishonored checks. Additionally, we pay a
fee to the third party check warranty service provider for its services.

The warranty receivables amount is recorded in trade receivables, net on our Balance Sheets. On a monthly basis,
the Company evaluates the collectability of the outstanding balances and establishes a reserve for the face amount of
the expected losses on these receivables. The warranty expense associated with this reserve is included within cost
of revenues (exclusive of depreciation and amortization) on our Statements of Loss.

Inventory

Our inventory primarily consists of component parts as well as finished goods and work-in-progress. The cost of
inventory includes cost of materials, labor, overhead and freight. The inventory is stated at the lower of cost or net
realizable value and accounted for using the first in, first out method (“FIFO”).

Property, Equipment and Leased Assets

Property, equipment and leased assets are stated at cost, less accumulated depreciation, and are computed using the
straight-line method over the lesser of the estimated life of the related assets, generally two to five years, or the
related lease term. Player terminals and related components and equipment are included in our rental pool. The
rental pool can be further delineated as “rental pool — deployed,” which consists of assets deployed at customer sites
under participation arrangements, and “rental pool — undeployed,” which consists of assets held by us that are
available for customer use. Rental pool — undeployed consists of both new units awaiting deployment to a customer
site and previously deployed units currently back with us to be refurbished awaiting re-deployment. Routine
maintenance of property, equipment and leased gaming equipment is expensed in the period incurred, while major
component upgrades are capitalized and depreciated over the estimated remaining useful life of the component.
Sales and retirements of depreciable property are recorded by removing the related cost and accumulated
depreciation from the accounts. Gains or losses on sales and retirements of property are reflected in our Statements
of Loss. Property, equipment and leased assets are reviewed for impairment whenever events or circumstances
indicate that their carrying amounts may not be recoverable. Impairment is indicated when undiscounted future cash
flows do not exceed the asset’s carrying value.

Development and Placement Fee Agreements

We enter into development and placement fee agreements to provide financing for new gaming facilities or for the
expansion of existing facilities. All or a portion of the funds provided under development agreements are
reimbursed to us, while funds provided under placement fee agreements are not reimbursed. In return, the facility
dedicates a percentage of its floor space to placement of our player terminals, and we receive a fixed percentage of
those player terminals' hold per day over the term of the agreement which is generally for 12 to 83 months. Certain
of the agreements contain player terminal performance standards that could allow the facility to reduce a portion of
our guaranteed floor space. In addition, certain development agreements allow the facilities to buy out floor space
after advances that are subject to repayment have been repaid. The agreements typically provide for a portion of the
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amounts retained by the gaming facility for their share of the operating profits of the facility to be used to repay
some or all of the advances recorded as notes receivable.

Goodwill

Goodwill represents the excess of the purchase price over the identifiable tangible and intangible assets acquired
plus liabilities assumed arising from business combinations. We test for impairment annually on a reporting unit
basis, at the beginning of our fourth fiscal quarter, or more often under certain circumstances. The annual
impairment test is completed using either: a qualitative “Step 0” assessment based on reviewing relevant events and
circumstances; or a quantitative “Step 1 assessment, which determines the fair value of the reporting unit, using an
income approach that discounts future cash flows based on the estimated future results of our reporting units and a
market approach that compares market multiples of comparable companies to determine whether or not any
impairment exists. If the fair value of a reporting unit is less than its carrying amount, we will use the “Step 1”
assessment to determine the impairment, in accordance with the adoption of ASU No 2017-04.

Our reporting units are identified as operating segments or one level below. Reporting units must: (a) engage in
business activities from which they earn revenues and incur expenses; (b) have operating results that are regularly
reviewed by our segment management to ascertain the resources to be allocated to the segment and assess its
performance; and (c) have discrete financial information available. As of December 31, 2017, our reporting units
included: Games, Cash Access Services, Kiosk Sales and Service, Central Credit Services and Compliance Sales
and Services. During the year ended December 31, 2016, the Company combined its Cash Advance, ATM and
Check Services reporting units into a Cash Access reporting unit to be consistent with the current corporate structure
and segment management.

Other Intangible Assets

Other intangible assets are stated at cost, less accumulated amortization, and are computed primarily using the
straight-line method. Other intangible assets consist primarily of: (i) customer contracts (rights to provide Games
and Payments services to gaming establishment customers), developed technology, trade names and trademarks and
contract rights acquired through business combinations; (ii) capitalized software development costs; and (iii) the
acquisition cost of our patent related to the 3-in-1 rollover technology acquired in 2005. Customer contracts require
us to make renewal assumptions, which impact the estimated useful lives of such assets. Capitalized software
development costs require us to make certain judgments as to the stages of development and costs eligible for
capitalization. Capitalized software costs placed in service are amortized over their useful lives, generally not to
exceed five years. The acquisition cost of the 3-in-1 Rollover patent is being amortized over the term of the patent,
which expires in 2018. We review intangible assets whenever events or changes in circumstances indicate that the
carrying amount of an asset may not be recoverable. Such events or circumstances include, but are not limited to, a
significant decrease in the fair value of the underlying business or market price of the asset, a significant adverse
change in legal factors or business climate that could affect the value of an asset, or a current period operating or
cash flow loss combined with a history of operating or cash flow losses. We group intangible assets for impairment
analysis at the lowest level for which identifiable cash flows are largely independent of the cash flows of other
assets and liabilities. Recoverability of intangible assets is measured by a comparison of the carrying amount of the
asset to future, net cash flows expected to be generated by the asset, undiscounted and without interest or taxes. Any
impairment to be recognized is measured by the amount by which the carrying amount of the assets exceeds the fair
value of the assets.

Debt Issuance Costs

Debt issuance costs incurred in connection with long-term borrowings are capitalized and amortized to interest
expense based upon the related debt agreements using the straight-line method, which approximates the effective
interest method. Debt issuance costs related to line-of-credit arrangements are included in other assets, non-current,
on the Balance Sheets. All other debt issuance costs are included as contra-liabilities in long-term debt.
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Original Issue Discounts

Original issue discounts incurred in connection with long-term borrowings are capitalized and amortized to interest
expense based upon the related debt agreements using the straight-line method, which approximates the effective
interest method. These amounts are recorded as contra-liabilities and included in long-term debt on the Balance
Sheets.

Deferred Revenue

Deferred revenue represents amounts from the sale of fully integrated kiosks and related service contracts, anti-
money laundering and tax compliance software, and gaming equipment and systems that have been billed, or for
which notes receivable have been executed, but which transaction has not met our revenue recognition criteria. The
cost of the fully integrated kiosks and related service contracts, anti-money laundering and tax compliance software,
and gaming equipment and systems is deferred and recorded at the time revenue is recognized. Amounts are
classified between current and long-term liabilities, based upon the expected period in which the revenue will be
recognized.

Revenue Recognition
Overall

We recognize revenue when evidence of an arrangement exists, services have been rendered, the price is fixed or
determinable and collectability is reasonably assured. We evaluate our revenue streams for proper timing of revenue
recognition. Revenue is recognized as products are delivered and or services are performed.

For sales arrangements with multiple deliverables, we apply the guidance from ASC 605-25, “Revenue Recognition
- Multiple-Element Arrangements.” In addition, we apply the guidance from ASC 985-605, “Software — Revenue
Recognition” which affects vendors that sell or lease tangible products in an arrangement that contains software that
is more than incidental to the tangible product as a whole and clarifies what guidance should be used in allocating
and measuring revenue. In allocating the arrangement fees to separate deliverables, we evaluate whether we have
vendor-specific objective evidence (“VSOE”) of selling price, third party evidence (“TPE”) or estimate of selling
price (“ESP”) for gaming devices, maintenance and product support fees and other revenue sources. We generally
use ESP to determine the selling price used in the allocation of separate deliverables, as VSOE and TPE are
generally not available. We determine the ESP on separate deliverables by estimating a margin typically received on
such items and applying that margin to the product cost incurred.

Sales taxes and other taxes collected from customers on behalf of governmental authorities are accounted for on a
net basis and are not included in revenues or operating expenses.

Games Revenues

Games revenues are primarily generated by our gaming operations under development, placement, and participation
arrangements in which we provide our customers with player terminals, player terminal-content licenses, central
determinate systems for devices placed in service in licensed jurisdictions and back-office equipment, collectively
referred to herein as leased gaming equipment. Generally, under these arrangements, we retain ownership of the
leased gaming equipment installed at customer facilities and we receive revenue based on a percentage of the net
win per day generated by the leased gaming equipment or a fixed daily fee based on the number of player terminals
installed at the facility. Revenue from lease participation or daily fee arrangements are considered both realizable
and earned at the end of each gaming day. Gaming operations revenues generated by leased gaming equipment
deployed at sites under development or placement fee agreements are reduced by the accretion of contract rights
acquired in connection with those agreements. Contract rights are amounts allocated to intangible assets for
dedicated floor space resulting from such agreements, described under “Development and Placement Fee
Agreements.” The related amortization expense, or accretion of contract rights, is recorded net against the respective
revenue category in the Statements of Loss.
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In addition, we sell gaming equipment directly to our customers under sales contracts on standard credit terms, or
may grant extended credit terms under sales contracts secured by the related equipment.

Other Games revenues primarily consist of our TournEvent of Champions® national tournament offering.

Generally, player terminal sales include ancillary equipment, such as networking gear, bases, chairs, and
occasionally signage, some of which may be necessary for the full functionality of the player terminals in a casino.
This ancillary equipment comprises an install kit that is shipped simultaneously with the player terminals. Although
our products are analyzed as multiple deliverable arrangements, revenue for the player terminal and ancillary
equipment is not recognized until all elements essential for the functionality of the product have been shipped or
delivered. This includes game theme software and essential ancillary equipment. If elements that are not essential to
the functionality of the player terminals are shipped after the unit, such as signage, chairs, or bases, these items
would be classified as deferred revenue until shipped or delivered.

Revenue related to systems arrangements that contain both software and non-software deliverables requires
allocation of the arrangement fee to the separate deliverables using the relative selling price method. Revenue for
software deliverables is recognized under software revenue recognition guidance. Revenue resulting from the sale of
non-software deliverables, such as gaming devices and other hardware, are accounted for based on other applicable
revenue recognition guidance as the devices are tangible products containing both software and non-software
components that function together to deliver the product's essential functionality.

The majority of our multiple element sales contracts are for some combination of gaming equipment, player
terminals, content, system software, license fees, ancillary equipment and maintenance.

Payments Revenues

Cash advance revenues are comprised of transaction fees assessed to gaming patrons in connection with credit card
cash access and POS debit card cash access transactions and are recognized at the time the transactions are
authorized. Such fees are based on a combination of a fixed amount plus a percentage of the face amount of the
credit card cash access or POS debit card cash access transaction amount.

ATM revenues are comprised of transaction fees in the form of cardholder surcharges assessed to gaming patrons in
connection with ATM cash withdrawals at the time the transactions are authorized and reverse interchange fees paid
to us by the patrons’ issuing banks. Cardholder surcharges and reverse interchange are recognized as revenue when
a transaction is initiated. The cardholder surcharges assessed to gaming patrons in connection with ATM cash
withdrawals are currently a fixed dollar amount and not a percentage of the transaction amount.

Check services revenues are principally comprised of check warranty revenues and are generally based upon a
percentage of the face amount of checks warranted. These fees are paid to us by gaming establishments.

Kiosk Sales and Services revenues are derived from the sale of cash access equipment and certain other ancillary
fees associated with the sale, installation and maintenance of those offerings directly to our customers under sales
contracts on standard credit terms, or may grant extended credit terms under sales contracts secured by the related
equipment.

Compliance and other revenues include amounts derived from: (i) the sale of software licensing, software
subscriptions professional services and certain other ancillary fees; (ii) Central Credit revenues that are based upon
either a flat monthly unlimited usage fee or a variable fee structure driven by the volume of patron credit histories
generated; and (iii) fees generated from ancillary marketing, database and internet-based gaming activities.

The majority of our multiple element sales contracts are for some combination of cash access services, fully
integrated kiosks and related equipment, ancillary services and maintenance.
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Cost of Revenues (exclusive of depreciation and amortization)

The cost of revenues (exclusive of depreciation and amortization) represents the direct costs required to perform
revenue generating transactions. The principal costs included within cost of revenues (exclusive of depreciation and
amortization) are commissions paid to gaming establishments, interchange fees paid to credit and debit card
networks, transaction processing fees to our transaction processor, inventory and related costs associated with the
sale of our fully integrated kiosks, electronic gaming machines and system sales, check cashing warranties, field
service and network operations personnel.

Advertising, Marketing and Promotional Costs

We expense advertising, marketing and promotional costs as incurred. Total advertising, marketing and promotional
costs, included in operating expenses in the Statements of Loss, were $1.1 million, $1.2 million and $0.9 million for
the years ended December 31, 2017, 2016 and 2015, respectively.

Research and Development Costs

We conduct research and development activities primarily to develop gaming systems, gaming engines, casino data
management systems, casino central monitoring systems, video lottery outcome determination systems, gaming
platforms and gaming content, as well as to add enhancements to our existing product lines. We believe our ability
to deliver differentiated, appealing products and services to the marketplace is based on our research and
development investments, and we expect to continue to make such investments in the future. Research and
development costs consist primarily of salaries and benefits, consulting fees and game lab testing fees. Once the
technological feasibility of a project has been established, it is transferred from research to development and
capitalization of development costs begins until the product is available for general release.

Research and development costs were $18.9 million, $19.4 million and $19.1 million for the years ended December
31,2017,2016 and 2015, respectively.

Income Taxes

We are subject to income taxes in the United States as well as various states and foreign jurisdictions in which we
operate. In accordance with accounting guidance, our income taxes include amounts from domestic and
international jurisdictions, plus the provision for U.S. taxes on undistributed earnings of international subsidiaries as
of December 31, 2017. With respect to new tax reform, we account for such provisions in the year of enactment in
accordance with GAAP. Some items of income and expense are not reported in tax returns and our Financial
Statements in the same year. The tax effect of such temporary differences is reported as deferred income taxes.

Our deferred tax assets and liabilities are recognized for the expected future tax consequences of events that have
been included in our Financial Statements or income tax returns. Deferred tax assets and liabilities are determined
based upon differences between financial statement carrying amounts of existing assets and their respective tax
bases using enacted tax rates expected to apply to taxable income in years in which those temporary differences are
expected to be recovered or settled. The effect on the income tax provision or benefit and deferred tax assets and
liabilities for a change in rates is recognized in the Statements of Loss in the period that includes the enactment date.

When measuring deferred tax assets, certain estimates and assumptions are required to assess whether a valuation
allowance should be established by evaluating both positive and negative factors in accordance with accounting
guidance. This evaluation requires that we exercise judgment in determining the relative significance of each factor.
The assessment of valuation allowance involves significant estimates regarding future taxable income and when it is
recognized, the amount and timing of taxable differences, the reversal of temporary differences and the
implementation of tax-planning strategies. A valuation allowance is established based on the weight of available
evidence, including both positive and negative indicators, if it is more likely than not that a portion, or all, of the
deferred tax assets will not be realized. Greater weight is given to evidence that is objectively verifiable, most
notably historical results. If we report a cumulative loss from continuing operations before income taxes for a
reasonable period of time, this form of negative evidence is difficult to overcome. Therefore, we include certain
aspects of our historical results in our forecasts of future taxable income, as we do not have the ability to solely rely
on forecasted improvements in earnings to recover deferred tax assets. When we report a cumulative loss position,
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to the extent our results of operations improve, such that we have the ability to overcome the more likely than not
accounting standard, we expect to be able to reverse the valuation allowance in the applicable period of
determination. In addition, we rely on deferred tax liabilities in our assessment of the realizability of deferred tax
assets if the temporary timing difference is anticipated to reverse in the same period and jurisdiction and the
deferred tax liabilities are of the same character as the temporary differences giving rise to the deferred tax assets.

We also follow accounting guidance to account for uncertainty in income taxes as recognized in our Financial
Statements. The accounting standard creates a single model to address uncertainty in income tax positions and
prescribes the minimum recognition threshold a tax position is required to meet before being recognized in our
Financial Statements. The standard also provides guidance on derecognition, measurement, classification, interest
and penalties, accounting in interim periods, disclosure and transition.

Under this standard, we may recognize tax benefits from an uncertain position only if it is more likely than not that
the position will be sustained upon examination by taxing authorities based on the technical merits of the issue. The
amount recognized is the largest benefit that we believe has greater than a 50% likelihood of being realized upon
settlement. Actual income taxes paid may vary from estimates depending upon changes in income tax laws, actual
results of operations, and the final audit of tax returns by taxing authorities. Tax assessments may arise several years
after tax returns have been filed.

Employee Benefits Plan

The Company provides a 401(k) Plan that allows employees to defer up to the lesser of the Internal Revenue Code
prescribed maximum amount or 100% of their income on a pre-tax basis through contributions to the plan. As a
benefit to employees, the Company matches a percentage of these employee contributions (as defined in the plan
document). Expenses related to the matching portion of the contributions to the Surviving 401(k) Plan were $2.3
million, $1.9 million and $1.3 million for the years ended December 31, 2017, 2016 and 2015, respectively.

Fair Values of Financial Instruments

The fair value of a financial instrument represents the amount at which the instrument could be exchanged in a
current transaction between willing parties, other than in a forced or liquidation sale. Fair value estimates are made
at a specific point in time, based upon relevant market information about the financial instrument.

The carrying amount of cash and cash equivalents, settlement receivables, trade receivables, other receivables,
settlement liabilities, accounts payable and accrued expenses approximates fair value due to the short-term
maturities of these instruments. The fair value of our borrowings are estimated based on various inputs to determine
a market price, such as: market demand and supply, size of tranche, maturity and similar instruments trading in
more active markets. The estimated fair value and outstanding balances of our borrowings are as follows (in
thousands).

Level of Outstanding
Hierarchy Fair Value Balance

December 31, 2017

TN LOAI vttt ettt ettt eneeeeene e 2 $ 826,099 $ 815,900

Senior UNSECUIEd NOTES.......covveiiiieiiee et et eeeeeeeeeee e 1 $ 372,656 $ 375,000
December 31, 2016

Term 10an ....ooveveeeeeeeeeeeeenen. 1 $ 451,632 $§ 465,600

Senior secured notes $ 324950 $ 335,000

SENIOr UNSECUTEA NOLES ....eevveeeeeeeee et eeee s 1 $ 350,000 $ 350,000
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The term loan facility was reported at fair value using a Level 2 input as there were quoted prices in markets that
were not considered active as of December 31, 2017. The senior unsecured notes were reported at fair value using a
Level 1 input as there were quoted prices in markets that were considered active as of December 31, 2017.

The term loan was reported at fair value using a Level | input as there were quoted prices in markets that were
considered active as of December 31, 2016. The senior secured notes were reported at fair value using a Level 3
input as there was no market activity or observable inputs as of December 31, 2016. The senior unsecured notes
were reported at fair value using a Level 1 input as there were quoted prices in markets that were considered active
as of December 31, 2016.

Foreign Currency Translation

Foreign currency denominated assets and liabilities for those foreign entities for which the local currency is the
functional currency are translated into U.S. dollars based on exchange rates prevailing at the end of each year.
Revenues and expenses are translated at average exchange rates during the year. The effects of foreign exchange
gains and losses arising from these translations are included as a component of other comprehensive income on the
Statements of Loss. Translation adjustments on intercompany balances of a long-term investment nature are
recorded as a component of accumulated other comprehensive loss on our Balance Sheets.

Use of Estimates

We have made estimates and judgments affecting the amounts reported in these financial statements and the
accompanying notes. The actual results may differ from these estimates. These accounting estimates incorporated
into our Financial Statements include, but are not limited to:

. the estimated reserve for warranty expense associated with our check warranty receivables;

. the estimated reserve for bad debt expense associated with our trade receivables;

. the estimated reserve for inventory obsolescence;

. the valuation and recognition of share based compensation;

° the valuation allowance on our deferred income tax assets;

. the estimated cash flows in assessing the recoverability of long lived assets;

. the estimates of future operating performance, weighted average cost of capital (“WACC”) and growth rates

as well as other factors used in our annual goodwill and assets impairment evaluations;
. the renewal assumptions used for customer contracts to estimate the useful lives of such assets;

. the judgments used to determine the stages of development and costs eligible for capitalization as internally
developed software; and

. the estimated liability for health care claims under our self-insured health care program.

Earnings Applicable to Common Stock

Basic earnings per share is calculated by dividing net income by the weighted average number of common shares
outstanding for the period. Diluted earnings per share reflect the effect of potential common stock resulting from
assumed stock option exercises and vesting of restricted stock unless it is antidilutive.

Share-Based Compensation
Share-based payment awards result in a cost that is measured at fair value on the award’s grant date.
Our time-based stock options were measured at fair value on the grant date using the Black Scholes model. Our

restricted stock awards were measured at fair value based on the stock price on the grant date. The compensation
expense is recognized on a straight-line basis over the vesting period of the awards.
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Our market-based options granted in 2017 and 2016 under our 2014 Equity Incentive Plan (the “2014 Plan”) and
2012 Equity Incentive Plan (as amended, the “2012 Plan™) vest at a rate of 25% per year on each of the first four
anniversaries of the grant date, provided that as of the vesting date for each vesting tranche, the closing price of the
Company’s shares on the New York Stock Exchange is at least a specified price hurdle, defined as a 25% and 50%
premium for 2017 and 2016, respectively, to the closing stock price on the grant date. If the price hurdle is not met
as of the vesting date for a vesting tranche, then the vested tranche shall vest and become vested shares on the last
day of a period of 30 consecutive trading days during which the closing price is at least the price hurdle.

Our market-based stock options granted in 2015 under the 2014 Plan will vest if our average stock price in any
period of 30 consecutive trading days meets certain target prices during a four-year period that commenced on the
grant date of these options. If these target prices are not met during the four year period, the unvested shares
underlying the options will terminate except if there is a Change in Control (as defined in the 2014 Plan) of the
Company, in which case, the unvested shares underlying such options shall become fully vested on the effective
date of such change in control transaction.

The market-based options were measured at fair value on the grant date using a lattice-based valuation model based
on the median time horizon from the date of grant for these options to the vesting date for those paths that achieved
the target threshold(s). The compensation expense is recognized on a straight-line basis over the median vesting
periods calculated under such valuation model.

Forfeitures are estimated at the grant date for our time-based and market-based awards, with such estimates updated
periodically; and with actual forfeitures recognized currently to the extent they differ from the estimates.

Unless otherwise provided by the administrator of our equity incentive plans, stock options granted under our plans
generally expire ten years from the date of grant. In connection with our annual grant in 2015, certain market-based
stock option awards were issued that expire seven years from the date of grant. The exercise price of stock options is
generally the closing market price of our common stock on the date of the stock option grant.

Reclassification of Prior Year Balances

Reclassifications were made to the prior-period financial statements to conform to the current period presentation.

Recent Accounting Guidance
Recently Adopted Accounting Guidance

In January 2017, the Financial Accounting Standards Board (“FASB”) issued Accounting Standards Update
(“ASU”) No. 2017-04, which provides updated guidance on the goodwill impairment test and the method by which
an entity recognizes an impairment charge. These amendments eliminate “Step 2” from the current goodwill
impairment process and require that an entity recognize an impairment charge equal to the amount by which the
carrying amount exceeds the reporting unit’s fair value, not to exceed the total amount of goodwill allocated to that
reporting unit. Additionally, a company should also take into consideration income tax effects from tax deductible
goodwill on the carrying amount of a reporting unit when recording an impairment loss. The new standard is
effective for fiscal years beginning after December 15, 2019, including interim periods within those fiscal years.
This guidance will be applied using a prospective approach. Early adoption is permitted for interim or annual
goodwill impairment tests performed on testing dates after January 1, 2017. We adopted this guidance in the current
period. The adoption of this ASU did not impact our Financial Statements.

In March 2016, the FASB issued ASU No. 2016-09, which simplifies several aspects of the accounting for share-
based payment transactions, including the accounting for income taxes, statutory tax withholding requirements and
classification on the statement of cash flows. The new standard is effective for fiscal years beginning after
December 15, 2016, including interim periods within those fiscal years. This guidance will be applied either
prospectively, retrospectively or using a modified retrospective transition method, depending on the area covered in
this update. Early adoption is permitted. We adopted this guidance in the current period on a prospective basis. As
of December 31, 2017, the adoption of ASU No. 2016-09 has not materially impacted our Financial Statements.
With respect to forfeitures, the Company will continue to estimate the number of awards expected to be forfeited in
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accordance with our existing accounting policy. In addition, our Cash Flows present excess tax benefits as operating
activities in the current period, as the prior period was not adjusted.

In July 2015, the FASB issued ASU No. 2015-11, which provides guidance on the measurement of inventory value.
The amendments require an entity to measure in scope inventory at the lower of cost and net realizable value. Net
realizable value is the estimated selling prices in the ordinary course of business, less reasonably predictable costs of
completion, disposal and transportation. Subsequent measurement is unchanged for inventory measured using last-
in, first-out (“LIFO”) or the retail inventory method. The amendments do not apply to inventory that is measured
using LIFO or the retail inventory method. The amendments apply to all other inventory, which includes inventory
that is measured using FIFO or average cost. The pronouncement is effective for annual periods beginning after
December 15, 2016, and interim periods within those fiscal years, and early adoption is permitted. We adopted this
guidance in the current period. This ASU did not have a material impact on our Financial Statements.

Recent Accounting Guidance Not Yet Adopted

In May 2017, the FASB issued ASU No. 2017-09 to clarify which changes to the terms and conditions of share-
based payment awards require an entity to apply modification accounting under Topic 718. An entity is required to
account for the effects of a modification unless all of the following conditions are met: (i) the fair value (or
calculated value or intrinsic value, if such an alternative measurement method is used) of the modified award is the
same as the fair value (or value using an alternative measurement method) of the original award immediately before
the original award is modified. If the modification does not affect any of the inputs to the valuation technique that
the entity uses to value the award, the entity is not required to estimate the value immediately before and after the
modification; (ii) the vesting conditions of the modified award are the same as the vesting conditions of the original
award immediately before the original award is modified; and (iii) the classification of the modified award as an
equity instrument or a liability instrument is the same as the classification of the original award immediately before
the original award is modified. The new standard is effective for fiscal years beginning after December 15, 2017,
including interim periods within those fiscal years. Early adoption is permitted in the first period of the year this
guidance is adopted. We do not expect the adoption of this guidance to have a material impact on our Financial
Statements.

In January 2017, the FASB issued ASU No. 2017-01, which clarifies the definition of a business. The amendments
affect all companies and other reporting organizations that must determine whether they have acquired or sold a
business. The amendments are intended to help companies and other organizations evaluate whether transactions
should be accounted for as acquisitions (or disposals) of assets or businesses. The new standard is effective for fiscal
years beginning after December 15, 2017, including interim periods within those fiscal years. This guidance will be
applied using a prospective approach as of the beginning of the first period of adoption. Early adoption is permitted
for acquisitions, or disposals that occur before the issuance date or effectiveness date of the amendments when the
transaction has not been reported in financial statements that have been issued or made available for issuance. We
do not expect the adoption of this guidance to have a material impact on our Financial Statements.

In October 2016, the FASB issued ASU No. 2016-18, which requires that a statement of cash flows explain the
change during the period in the total of cash, cash equivalents and amounts generally described as restricted cash or
restricted cash equivalents. As a result, amounts generally described as restricted cash and restricted cash
equivalents should be included with cash and cash equivalents when reconciling the beginning-of-period and end-
of-period total amounts shown on the statement of cash flows. The amendments do not provide a definition of
restricted cash or restricted cash equivalents. The new standard is effective for fiscal years beginning after
December 15, 2017, including interim periods within those fiscal years. This guidance will be applied using a
retrospective approach to each period presented. Early adoption is permitted and adoption in an interim period
should reflect adjustments as of the beginning of the fiscal year that includes that interim period. We do not expect
the adoption of this guidance to have a material impact on our Financial Statements.

In October 2016, the FASB issued ASU No. 2016-16, which provides updated guidance on the recognition of the
income tax consequences of intra-entity transfers of assets other than inventory when the transfer occurs, and this
eliminates the exception for an intra-entity transfer of such assets. The new standard is effective for fiscal years
beginning after December 15, 2017, including interim periods within those fiscal years. This guidance will be
applied using a modified retrospective approach through a cumulative-effective adjustment directly to retained
earnings as of the beginning of the period of adoption. Early adoption is permitted during the first interim period of
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the year this guidance is adopted. We do not expect the adoption of this guidance to have a material impact on our
Financial Statements.

In August 2016, the FASB issued ASU No. 2016-15, which provides updated guidance on the classification of
certain cash receipts and cash payments in the statement of cash flows. The new standard is effective for fiscal years
beginning after December 15, 2017, including interim periods within those fiscal years. This guidance will be
applied using a retrospective approach. If it is impracticable to apply the amendments retrospectively for some of
the issues within this ASU, the amendments for those issues would be applied prospectively as of the earliest date
practicable. Early adoption is permitted including adoption in an interim period. We do not expect the adoption of
this guidance to have a material impact on our Financial Statements.

In June 2016, the FASB issued ASU No. 2016-13, which provides updated guidance on credit losses for financial
assets measured at amortized cost basis and available-for sale debt securities. The new standard is effective for
fiscal years beginning after December 15, 2019, including interim periods within those fiscal years. This guidance
will be applied using a modified retrospective approach for the cumulative-effect adjustment to retained earnings as
of the beginning of the first reporting period in which the guidance is effective and using a prospective approach for
debt securities for which any other-than-temporary impairment had been recognized before the effective date. Early
adoption is permitted for fiscal years beginning after December 15, 2018. We are currently assessing the effect the
adoption of this guidance will have on our Financial Statements, but do not expect the effect to be material.

In February 2016, the FASB issued ASU No. 2016-02, which provides guidance on the accounting treatment of
leases. The ASU establishes a right-of-use (“ROU”) model that requires a lessee to record a ROU asset and a lease
liability on the balance sheet for all leases with terms longer than 12 months. Leases will be classified as either
financing or operating, with classification affecting the pattern of expense recognition in the income statement. The
new standard is effective for fiscal years beginning after December 15, 2018, including interim periods within those
fiscal years and early adoption is permitted. A modified retrospective transition approach is required for lessees for
capital and operating leases existing at, or entered into after, the beginning of the earliest comparative period
presented in the financial statements, with certain practical expedients available. While we are currently assessing
the impact of this ASU on our Financial Statements, we expect the primary impact to our consolidated financial
position upon adoption will be the recognition, on a discounted basis, of our minimum commitments under
noncancelable operating leases on our Balance Sheets, which will result in the recording of right of use assets and
lease obligations and are currently discussed in “Note 12 — Commitments and Contingencies.”

In May 2014, the FASB issued ASC 606, “Revenue from Contracts with Customers,” which outlines a new, single
comprehensive model for entities to use in accounting for revenue arising from contracts with customers and
supersedes the existing revenue recognition guidance, including industry-specific guidance. The guidance replaces
industry-specific guidance and establishes a single five-step model to identify and recognize revenue. The core
principle of the guidance is that an entity should recognize revenue upon transfer of control of promised goods or
services to customers in an amount that reflects the consideration to which an entity expects to be entitled in
exchange for those goods or services. Additionally, the guidance requires the entity to disclose further quantitative
and qualitative information regarding the nature and amount of revenues arising from contracts with customers, as
well as other information about the significant judgments and estimates used in recognizing revenues from contracts
with customers. This guidance was originally effective for interim and annual reporting periods beginning after
December 15, 2016. However, in August 2015, the FASB issued ASU No. 2015-14, which extended the effective
date to interim and annual periods beginning after December 15, 2017. This guidance may be adopted under a full
retrospective application or under a modified retrospective method whereby the cumulative effect is recognized at
the date of initial application.

On January 1, 2018, the Company implemented the new revenue recognition standard promulgated by the FASB.
The Company adopted ASC 606 using the modified retrospective method that requires companies to record a
cumulative adjustment to retained earnings (or deficit) presented in the unaudited condensed, consolidated balance
sheets for interim periods and presented in the audited consolidated balance sheets for annual periods for any
contract modifications made to those arrangements not yet completed as of the adoption date of January 1, 2018.
The Company determined that there was no such cumulative adjustment required to be made to its interim,
condensed, consolidated balance sheets as of the adoption date. In addition, under the modified retrospective
method, the Company’s prior period results will not be recast to reflect the new revenue recognition standard.
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The Company determined that the adoption of ASC 606 will have a material impact on the presentation of its
financial information primarily due to the reporting on a net revenues basis, rather than a gross presentation, of
certain costs of revenues (exclusive of depreciation and amortization) related to the cash access activities of the
Company’s Payments segment (with additional immaterial changes due to the net reporting of certain of the gaming
operations activities of the Company’s Games segment). The net revenues reporting requirement under ASC 606
will have an effect on both the Payments and Games segment revenues and related cost of revenues (exclusive of
depreciation and amortization); however, this net presentation will not have an effect on operating income (loss), net
loss, cash flows or the timing of revenues recognized and costs incurred.

To provide a greater understanding of the impact of this new revenue recognition standard, the Company
determined that under the provisions set forth in ASC 606, the effect on certain Payments and Games revenues and
costs of revenues would have collectively decreased by approximately $564.2 million, $476.4 million and $438.3
million for the years ended December 31, 2017, 2016 and 2015, respectively.

With respect to its Payments segment, the Company will have a material impact on the presentation of its financial
information related to the reclassification of certain cost of revenues (exclusive of depreciation and amortization)
included in the cash advance, automated teller machine and check services revenue streams to be netted against
those related revenue streams. The Company will report these items, which include commission expenses paid to
casino operators, interchange costs paid to the network associations and processing and related costs paid to other
third party partners as amounts that will be reported “net of transaction price” as reductions to its Payments segment
revenues, rather than the current gross revenues presentation with these costs and expenses historically reported as
Payments segment cost of revenue (exclusive of depreciation and amortization).

With respect to its Games segment, the Company will not have a material impact on the presentation of its financial
information related to the reclassification of certain cost of revenues included in the gaming operations revenue
stream to be netted against this revenue stream in connection with the Company’s Wide Area Progressive (the
“WAP”) offering, which was initiated in 2017. The Company will report these items, which include WAP jackpot
expenses as amounts that will be reported “net of the transaction price” as reductions to its Games segment
revenues, rather than the current gross revenues presentation with these expenses historically reported as Games
segment cost of revenue (exclusive of depreciation and amortization).

Furthermore, for presentation purposes, given the fact that the Company’s total revenues, on a consolidated basis,
will be significantly reduced in connection with the adoption of the new revenue recognition standard, the
Company’s revenue streams will be evaluated on a recurring basis to ensure compliance with Rule 5-03(b) of
Regulation S-X to present those revenues that exceed the quantitative threshold on the Company’s Statements of
Loss. In addition, the Company determined that there was no cumulative adjustment to be recorded to Stockholders’
Deficit in its Consolidated Balance Sheets.
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We have completed our review of the requirements of the new revenue recognition standard by major revenue
stream and present the impact to our operating segments as follows:

Major Revenue Stream

Impact Upon Adoption

Games Segment:

Game Sales

Gaming Operations

Games Segment Impact

Payments Segment:

Cash Advance, ATM and Check
Services

Central Credit

Kiosk Sales and Services

Compliance Sales and Services

The adoption of ASC 606 will not have a material impact on this revenue
stream; however, for presentation purposes, there will be a change to show this
line item on our Consolidated Statements of Loss as we expect it to exceed the
quantitative threshold set forth in Rule 5-03(b) of Regulation S-X.

The adoption of ASC 606 will not have a material impact on this revenue
stream; however, with respect to our Wide Area Progressive (“WAP”) offering,
which was initiated in 2017, there will be a change as the jackpot expense is
required to be netted against the corresponding WAP revenue as opposed to the
existing accounting practice of recording these amounts on a gross basis to
Games cost of revenue. In addition, for presentation purposes, there will be a
change to show this line item on our Statements of Loss as we expect it to
exceed the quantitative threshold set forth in Rule 5-03(b) of Regulation S-X.

The Games segment impact, on a pro forma basis giving effect to the
implementation of ASC 606 for revenue and cost of revenue (exclusive of
depreciation and amortization), would have been a decrease of approximately
$0.6 million for the year ended December 31, 2017. There was no effect to the
Statements of Loss with respect to the Games segment for the years ended
December 31, 2016 and 2015.

There will be significant changes to the presentation of our financial
information related to the Cash Advance, ATM and Check Services revenue
streams. Certain costs of revenue, which include: (i) commission expenses paid
to casino operators; (ii) interchange costs paid to the network associations; and
(iii) processing and related costs paid to other third party partners, will be
netted against the corresponding Payments segment revenue as opposed to the
existing accounting practice of recording these amounts on a gross basis to
Payments cost of revenue. In addition, for presentation purposes, there will be a
change to show certain of these line items on our Statements of Loss as we
expect it to exceed the quantitative threshold set forth in Rule 5-03(b) of
Regulation S-X.

The adoption of ASC 606 will not have a material impact and there is no
change expected from our current practices.

The adoption of ASC 606 will not have a material impact and there is no
change expected from our current practices.

The adoption of ASC 606 will not have a material impact and there is no
change expected from our current practices.
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The Payments segment impact on a pro forma basis giving effect to the
implementation of ASC 606 for revenue and cost of revenue (exclusive of
depreciation and amortization) would have been a decrease of approximately
$563.6 million, $476.4 million and $438.3 million for the years ended
December 31, 2017, 2016 and 2015, respectively.

Payments Segment Impact

3. BUSINESS COMBINATIONS

We account for business combinations in accordance with ASC 805, which requires that the identifiable assets
acquired and liabilities assumed be recorded at their estimated fair values on the acquisition date separately from
goodwill, which is the excess of the fair value of the purchase price over the fair values of these identifiable assets
and liabilities. We include the results of operations of an acquired business as of the acquisition date. We had no
material acquisitions for the years ended December 31, 2017, 2016 and 2015.

4. FUNDING AGREEMENTS
Contract Cash Solutions Agreement

Our Contract Cash Solutions Agreement with Wells Fargo Bank, N.A. (“Wells Fargo”) allows us to use funds
owned by Wells Fargo to provide the currency needed for normal operating requirements for our ATMs. For the use
of these funds, we pay Wells Fargo a cash usage fee on the average daily balance of funds utilized multiplied by a
contractually defined cash usage rate. These cash usage fees, reflected as interest expense within the Statements of
Loss, were $4.9 million, $3.1 million and $2.3 million for the years ended December 31, 2017, 2016 and 2015,
respectively. We are exposed to interest rate risk to the extent that the applicable LIBOR (defined to be the
Interbank Offered Rate or a comparable or successor rate) increases.

Under this agreement, all currency supplied by Wells Fargo remains the sole property of Wells Fargo at all times
until it is dispensed, at which time Wells Fargo obtains an interest in the corresponding settlement receivable which
is recorded on a net basis. As these funds are not our assets, supplied cash is not reflected on the Balance Sheets.
The outstanding balances of ATM cash utilized by us from Wells Fargo were $289.8 million and $285.4 million as
of December 31, 2017 and 2016, respectively.

The Contract Cash Solutions Agreement, as amended, provides us with cash in the maximum amount of
$300.0 million with the ability to increase the amount by $75 million over a 5-day period for special occasions, such
as New Years. The term of the agreement expires on June 30, 2020.

We are responsible for any losses of cash in the ATMs under this agreement and we self-insure for this risk. We
incurred no material losses related to this self-insurance for the years ended December 31, 2017 and 2016.

Site-Funded ATMs

We operate ATMs at certain customer gaming establishments where the gaming establishment provides the cash
required for the ATM operational needs. We are required to reimburse the customer for the amount of cash
dispensed from these Site-Funded ATMs. The Site-Funded ATM liability is included within settlement liabilities in
the accompanying Balance Sheets and was $210.8 million and $151.0 million as of December 31, 2017 and 2016,
respectively.

Prefunded Cash Access Agreements

Due to certain regulatory requirements, some international gaming establishments require prefunding of cash to
cover all outstanding settlement amounts in order for us to provide cash access services to their properties. We enter
into agreements with these operators for which we supply our cash access services for their properties. Under these
agreements, we maintain sole discretion to either continue or cease operations as well as discretion over the amounts
prefunded to the properties and may request amounts to be refunded to us, with appropriate notice to the operator, at
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any time. The initial prefunded amounts and subsequent amounts from the settlement of transactions are deposited
into a bank account that is to be used exclusively for cash access services and we maintain the right to monitor all
transaction activity in that account. The total amount of prefunded cash outstanding was approximately $8.4 million
and $8.5 million at December 31, 2017 and 2016, respectively, and is included in prepaid expenses and other assets
on our Balance Sheets.

5. TRADE AND OTHER RECEIVABLES

Trade and loans receivables represent short-term credit granted to customers as well as long-term loans receivable
on our games, fully integrated kiosks and compliance products. Trade and loans receivables generally do not require
collateral. The balance of trade and loans receivables consists of outstanding balances owed to us by gaming
establishments and casino patrons. Other receivables include income taxes receivables and other miscellaneous
receivables.

In addition, we had a note receivable with Bee Cave Games, Inc. (“Bee Cave”), which was established in December
2014 pursuant to a secured promissory note in the amount of $4.5 million. In connection with the promissory note,
the Company received a warrant to purchase the common stock of Bee Cave and recorded a discount to the note for
the fair value of the warrant received. In May 2016, Bee Cave failed to pay its scheduled interest-only. At such time,
we recorded a write-down of approximately $4.3 million related to the Bee Cave note receivable and warrant in
operating expenses on the Statements of Loss. During the third quarter of 2016, we foreclosed on the Bee Cave
assets, evaluated its platform, and began to utilize these assets in connection with our social gaming strategy to
deliver content from our existing game library. Consequently, we extinguished the note receivable and recorded
$0.5 million of developed technology and software within other intangible assets, net on the Balance Sheets.

The balance of trade and other receivables consisted of the following (in thousands):

At December 31,
2017 2016
Trade and other receivables, net
Games trade and 10ans receivables...........cooviveviieiiiiirieeeeeeeeeeee e $ 38,070 $ 44,410
Payments trade and loans receivables ...........cccoeoerierieiieieeieceeee e, 10,780 12,337
Other TECEIVADIES ......ciiiiiieiiiiiiee ettt e et e e e e e e eanees 1,570 1,924
Total trade and other receivables, net................................ccoooo. $ 50,420 $ 58,671
Less: non-current portion of receivables ...........cccvecverieniierieecieeieniereeeeee. 2,638 2,020
Total trade and other receivables, current portion............................ $ 47,782 % 56,651

At least quarterly, we evaluate the collectability of the outstanding balances and establish a reserve for the face
amount of the expected losses on our receivables. The allowance for doubtful accounts for trade receivables
includes reserves for both Games and Payments receivables. The provision for doubtful accounts is generally
included within operating expenses in the Statements of Loss. We also have a provision for doubtful accounts
specifically associated with our outstanding check warranty receivables, which is included within Payments cost of
revenues (exclusive of depreciation and amortization) in the Statements of Loss. The outstanding balances of the
check warranty and general reserves were $2.7 million and $2.0 million, respectively, as of December 31, 2017 and
$2.7 million and $2.0 million, respectively, as of December 31, 2016.
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A summary activity of the reserve for check warranty losses is as follows (in thousands):

Amount

Balance, December 31,2004, .........cc.ooiiiiiiiiiicie et $ 2,784

Warranty eXpense PrOVISION ........c.ueeuierueerteeiteeeterteesteesteeteeteseeeseeeseeeneeeneeeneesseanseenseenseensenseens 9,263

Charge-0ffS QZAINST TESEIVE ...c..eeiuieiieieeie ettt ettt ettt sttt e ee st e e e saeeeeenes (9,074)
Balance, December 31, 2015, ..........oooiiiiiiiiiiieeeeeee e 2,973

Warranty eXpenSe PrOVISION .......cc.eerveeruereuereerreerteeresteseeesseenseassesseesseeseesessaesssesseessesssesssenns 8,694

Charge-0ffS QZAINSt TESEIVE ...evvevieiieieeie ettt ettt et et et et eeaeseaestaesseesesssesnnesneenseenseenes (8,972)
Balance, December 31, 2016................occoiiiiiiiiiiie et 2,695

Warranty eXpensSe PrOVISION ........c.eerveeueriuereerseenteeresreseeesstenseesesseesseessessesssesssesseessesssesssenns 9,418

Charge-01fS QZAINSE TESEIVE ...evvevieiieieiiesiesiterie ettt ettt et et e eebestaessaeseesesnsesanesseenseenseenns (9,404)
Balance, December 31, 2007 ..........ooovoiiiiiieieeeeeeeeee ettt $ 2,709
6. INVENTORY

Our inventory primarily consists of component parts as well as work-in-progress and finished goods. The cost of
inventory includes cost of materials, labor, overhead and freight. The inventory is stated at the lower of cost or net

realizable value and accounted for using the FIFO method.

Inventory consisted of the following (in thousands):

At December 31,
2017 2016
Inventory

Raw materials and component parts, net of reserves of $1,327 and $2,155 at
December 31, 2017 and 2016, respectiVely .....coecverveeieeienieeieeieie e $ 18,782 12,570
WOTK-TN-PrOZIESS...c.eeentieieieeie ettt ettt st 985 1,502
Finished g00dS......coviriiiiiiieiieieeeete e 4,200 4,996
TOtal INVENEOTY ......c.eoiiiiieieieieiecte ettt sttt saesae e e $ 23,967 19,068

7. PREPAID AND OTHER ASSETS

Prepaid and other assets include the balance of prepaid expenses, deposits, debt issuance costs on our Revolving
Credit Facility (defined herein), restricted cash and other assets. The current portion of these assets is included in
prepaid and other assets and the non-current portion is included in other assets, both of which are contained within
the Balance Sheets.

The balance of prepaid and other assets, current consisted of the following (in thousands):

At December 31,
2017 2016
Prepaid expenses and other assets
DIEPOSIES ..vevieeeiiiteeeeteet ettt ettt ettt te sttt b et et e b eseebe b seete b essebessesaerens $ 9,003 $ 8,622
Prepaid EXPENSES ... ...ievieieeiieiieieeie ettt ettt snaenaes 6,426 5,937
ONCT .ttt 5,241 3,489
Total prepaid expenses and other assets ...................coccoevrnirnienenen. $ 20,670 § 18,048
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The balance of other assets, non-current consisted of the following (in thousands):

At December 31,
2017 2016
Other assets
Prepaid expenses and deposits .......c.ccverieeriiicieiiierienie ettt $ 4,103 § 3,399
Debt issuance costs of revolving credit facility...........ccoeevveviieierieniieciennnnns 849 689
ONCT ..ttt ettt et et e et te e re e e e e eare s 2,657 3,434
TOtAl OtRET ASSEES .....oooeeeeeeeeeeeeeee e e e eeeee e $ 7,609 $ 7,522
8. PROPERTY, EQUIPMENT AND LEASED ASSETS
Property, equipment and leased assets consist of the following (amounts in thousands):
At December 31, 2017 At December 31, 2016
Useful Life Accumulated Net Book Accumulated Net Book
(Years) Cost Depreciation Value Cost Depreciation Value
Property, equipment and
leased assets
Rental pool - deployed ........... 2-4 $162,319 $§ 80,895 §$ 81,424 $123,812 $§ 59,188 §$ 64,624
Rental pool - undeployed ....... 2-4 17,366 9,374 7,992 13,456 5,721 7,735
Cash access equipment........... 3-5 25,907 18,654 7,253 25,127 15,688 9,439
Leaschold and building Lease
improvements...................... Term 10,981 5,211 5,770 10,023 3,698 6,325
Machinery, office and other
equipment...........ocveeveeerennen. 2-5 35,167 24,087 11,080 30,424 20,108 10,316
Total............oooeiii, $251,740 $ 138,221 $113,519 $202,842 $ 104,403 $ 98,439

In the second quarter of 2016, our corporate aircraft was classified as held for sale and sold for $4.8 million during
the period. We recognized a $0.9 million loss on the sale of the aircraft, which was included in operating expenses
in the Statements of Loss for the year ended December 31, 2016. The aircraft was included in machinery, office and
other equipment.

In connection with the sale of certain assets related to our PokerTek products during the year ended December 31,
2015 for a purchase price of $5.4 million, we recorded a gain of approximately $3.9 million, which was included in
operating expenses in our Statements of Loss for such period.

Depreciation expense related to other property, equipment and leased assets totaled approximately $47.3 million,
$50.0 million and $45.6 million for the years ended December 31, 2017, 2016 and 2015, respectively.

There was no material impairment of our property, equipment and leased assets for the years ended December 31,
2017 and 2016. In connection with our fourth quarter 2015 annual financial statement review, we determined that
certain of our Games fixed assets either: (a) had economic lives that were no longer supportable and shortened given
approximately one year of experience with the Games segment that resulted in an accelerated depreciation charge of
approximately $2.6 million; or (b) were fully impaired as there was little to no movement in the portfolio with
recent shipments having been returned and no future deployment anticipated that resulted in an accelerated
depreciation charge of approximately $1.0 million.

9. GOODWILL AND OTHER INTANGIBLE ASSETS
Goodwill

Goodwill represents the excess of the purchase price over the identifiable tangible and intangible assets acquired
plus liabilities assumed arising from business combinations.
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In accordance with ASC 350, we test goodwill at the reporting unit level, which are identified as operating segments
or one level below, for impairment on an annual basis and between annual tests if events and circumstances indicate
it is more likely than not that the fair value of a reporting unit is less than its carrying amount.

We test for impairment annually on a reporting unit basis, at the beginning of our fourth fiscal quarter, or more often
under certain circumstances. The annual impairment test is completed using either: a qualitative “Step 07
assessment based on reviewing relevant events and circumstances; or a quantitative “Step 1” assessment, which
determines the fair value of the reporting unit, using an income approach that discounts future cash flows based on
the estimated future results of our reporting units and a market approach that compares market multiples of
comparable companies to determine whether or not any impairment exists.

Goodwill Testing

In performing our annual goodwill impairment tests, we utilize the approach prescribed under ASC 350. The
“Step 1” required a comparison of the carrying amount of each reporting unit to its estimated fair value. To estimate
the fair value of our reporting units for “Step 1”, we used a combination of an income valuation approach and a
market valuation approach. The income approach is based on a discounted cash flow (“DCF”) analysis. This method
involves estimating the after-tax cash flows attributable to a reporting unit and then discounting the after-tax cash
flows to a present value, using a risk-adjusted discount rate. Assumptions used in the DCF require the exercise of
significant judgment, including, but not limited to: appropriate discount rates and terminal values, growth rates and
the amount and timing of expected future cash flows. The forecasted cash flows are based on our most recent annual
budget and projected years beyond. Our budgets and forecasted cash flows are based on estimated future growth
rates. We believe our assumptions are consistent with the plans and estimates used to manage the underlying
businesses. The discount rates, which are intended to reflect the risks inherent in future cash flow projections, used
in the DCF are based on estimates of the WACC of market participants relative to each respective reporting unit.
The market approach considers comparable market data based on multiples of revenue or earnings before interest,
taxes, depreciation and amortization (“EBITDA”). If the fair value of a reporting unit is less than its carrying
amount, an impairment charge equal to the amount by which the carrying amount of goodwill for the reporting unit
exceeds the fair value of that goodwill is recorded in accordance with the adoption of ASU No 2017-04.

We had approximately $640.6 million and $640.5 million of goodwill on our Balance Sheets as of December 31,
2017 and 2016, respectively, resulting from acquisitions of other businesses.

In connection with our annual goodwill impairment testing process for 2017, we determined that no impairment
adjustment was necessary. The fair value exceeded the carrying amount for each of the Games, Cash Access
Services, Kiosk Sales and Services, Central Credit Services and Compliance Sales and Services reporting units.

In connection with our annual goodwill impairment testing process for 2016 and 2015, we determined that
impairment adjustments were necessary. The fair value exceeded the carrying amount for each of the Cash Access
Services, Kiosk Sales and Services, Central Credit Services and Compliance Sales and Services reporting units,
while Games reporting unit had a goodwill impairment of $146.3 million and $75.0 million for 2016 and 2015,
respectively. The impairments recorded in 2016 and 2015 were primarily based upon limited growth and capital
expenditure constraints in the gaming industry, consolidation and increased competition in the gaming
manufacturing space, stock market volatility, global and domestic economic uncertainty and lower than forecasted
operating profits and cash flows. Based on these indicators, we revised our estimates and assumptions for the Games
reporting unit.

Management performs its annual forecasting process, which, among other factors, includes reviewing recent
historical results, company-specific variables and industry trends. This process is generally completed in the fourth
quarter and considered in conjunction with the annual goodwill impairment evaluation.

The annual evaluation of goodwill and other non-amortizing intangible assets requires the use of estimates about
future operating results of each reporting unit to determine its estimated fair value. Changes in forecasted operations
can materially affect these estimates, which could materially affect our results of operations. The estimate of fair
value requires significant judgment and we base our fair value estimates on assumptions that we believe to be
reasonable; but that are unpredictable and inherently uncertain, including: estimates of future growth rates,
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operating margins and assumptions about the overall economic climate as well as the competitive environment for
our reporting units. There can be no assurance that our estimates and assumptions made for purposes of our
goodwill testing as of the time of testing will prove to be accurate predictions of the future. If our assumptions
regarding business plans, competitive environments or anticipated growth rates are not correct, we may be required
to record goodwill impairment charges in future periods, whether in connection with our next annual impairment
testing, or earlier, if an indicator of an impairment is present prior to our next annual evaluation.

Our reporting units are identified as operating segments or one level below. Reporting units must: (a) engage in
business activities from which they earn revenues and incur expenses; (b) have operating results that are regularly
reviewed by our segment management to ascertain the resources to be allocated to the segment and assess its
performance; and (c) have discrete financial information available. In 2017, our reporting units included: Games,
Cash Access Services, Kiosk Sales and Services, Central Credit Services, and Compliance Sales and Services.
During the year ended December 31, 2016, the Company combined its Cash Advance, ATM and Check Services
reporting units into a single Cash Access Services reporting unit to be consistent with the current corporate structure
and segment management. The use of different assumptions, estimates or judgments in the goodwill impairment
testing process, such as the estimated future cash flows of our reporting units, the discount rate used to discount
such cash flows, or the estimated fair value of the reporting units’ tangible and intangible assets and liabilities, could
significantly increase or decrease the estimated fair value of a reporting unit or its net assets, and therefore, impact
the related impairment charge, if any.

Key assumptions used in estimating fair value of the Games reporting unit under the income approach included a
discount rate of 9.5% and 10% and a terminal value growth rate of approximately 3% for the years ended December
31,2017 and 2016. Projected compound average revenue growth rates of approximately 11% and 5.2% were used
for the years ended December 31, 2017 and 2016, respectively. The discounted cash flow analyses included
estimated future cash inflows from operations and estimated future cash outflows for capital expenditures.

Key assumptions used in estimating fair value of the Games reporting unit under the market approach were based on
observed market multiples of enterprise value to revenue and EBITDA for both comparable publicly traded
companies and recent merger and acquisition transactions involving similar companies to estimate appropriate
controlling basis multiples to apply to each of the reporting units. Based on the multiples implied by this market
data, we selected multiples of revenue of approximately 1.4 to 1.6 times and multiples of EBITDA of 6.8 to 7.7
times for the year ended December 31, 2017. We selected multiples of revenue of approximately 3.1 to 3.4 times
and multiples of EBITDA of 6.5 to 8.3 times for the year ended December 31, 2016.

The changes in the carrying amount of goodwill are as follows (in thousands):

Cash Kiosk Sales Central Compliance
Access and Credit Sales and
Games Services Services Services Services Total
Goodwill
Balance, December 31, 2015 ...... $ 595340 $157,035 $ 5745 $ 17,127 $ 14,556 $ 789,803
Goodwill impairment.............. (146,299) — — — —  (146,299)
Foreign translation o 20 o o o
adjustment............coceereennne 20
Other™ oo, — — — — (2,978) (2,978)

Balance, December 31, 2016...... $ 449,041 $157,055 $§ 5,745 § 17,127 $§ 11,578 $ 640,546
Foreign translation
adjustment............coceeeenene — 43 — — — 43

Balance, December 31, 2017 ...... $ 449,041 $157,098 $§ 5745 § 17,127 $§ 11,578 §$ 640,589

(1) Includes the final 2016 measurement period adjustments associated with the acquisition of certain assets of
Resort Advantage in late 2015.
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The Company’s cumulative goodwill impairment as of December 31, 2017 was $221.3 million and was comprised
of $146.3 million and $75.0 million recognized in 2016 and 2015, respectively, related to our Games segment.

Other Intangible Assets

Other intangible assets consist of the following (in thousands):

At December 31, 2017 At December 31, 2016
Weighted
Average
Remaining
Life Accumulated Net Book Accumulated Net Book
(years) Cost Amortization Value Cost Amortization Value
Other intangible assets
Contract rights under
placement fee agreements ... 4 $ 57231 $ 3910 $ 53,321 $ 17,742 $ 6,281 $ 11,461

Customer contracts................. 6 51,175 43,638 7,537 50,975 40,419 10,556
Customer relationships........... 8 231,100 63,653 167,447 231,100 42,688 188,412
Developed technology and
SOftWare........cccecevvveeveeennnns 2 249,064 158,919 90,145 224,265 126,721 97,544
Patents, trademarks and
Other ..oooveeiiiceeeeeeeee 4 29,046 23,185 5,861 27,771 17,747 10,024
Total...........oovveveininne. $617,616 $ 293,305 $324,311 $551,853 $ 233,856 $317,997

Amortization expense related to other intangible assets totaled approximately $69.5 million, $94.6 million and
$85.5 million for the years ended December 31, 2017, 2016 and 2015, respectively. We capitalized $29.4 million
and $24.2 million of internal software development costs for the years ended December 31, 2017 and 2016,
respectively.

On a quarterly basis, we evaluate our other intangible assets for potential impairment as part of our quarterly review
process. There was no material impairment identified for any of our other intangible assets for the years ended
December 31, 2017, 2016 and 2015.

The anticipated amortization expense related to other intangible assets, assuming no subsequent impairment of the
underlying assets, is as follows (in thousands):

Anticipated amortization expense Amount
20 L8 ettt h bttt et h e e bt e bt e bt e a bt eat e eh e e bt et et e eate e bt e beenteebeebean $ 66,650
20T ettt et h e bt bttt eat e h e e h e ettt e ht e bt e b e et e enaenbean 53,922
2020 e ettt h e b ekttt e et e e h e e e bt e e bt e bt e a et eh et eh e et e et e ea et ehteehee bt enbeeaaenbean 46,283
2021 e h et ettt e h e bt e bt e bttt eat e eh e et e et e e bt eneeebe e beenbeenaenbean 32,485
2022 ettt a e bkttt e et e h e e bt e e bt e bt e a et et e eh e et e e bt e bt eaeeeb e e beenteeneennean 30,004
TREICATICT ... e e e e e e e e e e et e e e e e e e e eteeeeenns 77,694
TOtAID oottt sttt b bbbt et nan s $ 307,038

(1)  For the year ended December 31, 2017, the Company had $17.3 million in other intangible assets which had
not yet been placed into service.

We enter into placement fee agreements to secure a long-term revenue share percentage and a fixed number of
player terminal placements in a gaming facility. The funding under placement fee agreements is not reimbursed. In
return for the fees under these agreements, each facility dedicates a percentage of its floor space, or an agreed upon
unit count, for the placement of our electronic gaming machines (“EGMs”) over the term of the agreement,
generally 12 to 83 months, and we receive a fixed percentage or flat fee of those machines’ hold per day. Certain of
the agreements contain EGM performance standards that could allow the respective facility to reduce a portion of
our guaranteed floor space.
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Placement fees and amounts advanced in excess of those to be reimbursed by the customer for real property and
land improvements are allocated to intangible assets and are generally amortized over the term of the contract,
which is recorded as a reduction of revenue generated from the facility. In the past we have, and in the future, we
may, by mutual agreement, amend these agreements to reduce our floor space at the facilities. Any proceeds
received for the reduction of floor space are first applied against the intangible asset for that particular placement fee
agreement, if any, and the remaining net book value of the intangible asset is prospectively amortized on a straight-
line method over the remaining estimated useful life.

In July 2017, we entered into a placement fee agreement with a customer for certain of its locations for
approximately $49.1 million, net of $10.1 million of unamortized fees related to superseded contracts. We paid
approximately $13.3 million in placement fees to this customer for the year ended December 31, 2017.

We paid approximately $11.3 million and $2.8 million to extend the term of placement fee agreements with a
customer for certain of its locations for the years ended December 31, 2016 and 2015, respectively.

During the year ended December 31, 2016, we foreclosed on the Bee Cave assets, evaluated its platform, and began
to utilize these assets in connection with our social gaming strategy to deliver content from our existing game
library. Consequently, we extinguished the note receivable and recorded $0.5 million of developed technology and
software within other intangible assets, net on the Balance Sheets during the period.

10. ACCOUNTS PAYABLE AND ACCRUED EXPENSES

The following table presents our accounts payable and accrued expenses (amounts in thousands):

At December 31,
2017 2016
Accounts payable and accrued expenses

Trade accounts PayabIe .........cccceveuerierieriiee e e $ 59,435 $ 55,352
PLacement TEESM) ... ..ottt 22,328 —
Payroll and related eXPenses. .......cvevververierienieiieie e 14,178 12,305
Deferred and unearned reVENUES ............oovvveeeeevieeeieieeeeeeeeeeeee e 10,450 9,222
Cash access processing and related eXpenses ........ccoovevveevereereenieeveeeeneens 8,932 7,001
ACCTUCH INTETESE ...ttt e et e e eaaeeeenaeeeens 5,766 82
ACCTUCH TAXES ..ot e et et e e et e e eeaeeesenaeesananeeeeans 2,112 2,587
ONET .ttt bbbttt 11,303 7,842

Total accounts payable and accrued expenses................cceceeeereenen. $ 134,504 § 94,391

(1) Total placement fees liability was $39.1 million as of December 31, 2017. The remaining $16.8 million of
non-current placement fees was included in other accrued expenses and liabilities in our Balance Sheet.
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11. LONG-TERM DEBT

The following table summarizes our indebtedness (in thousands):

At December 31,
2017 2016
Long-term debt

Senior secured term l0AN ...........oooviiiiiiiiiiiie e $ 815,900 $ 465,600
SENIOT SECUIEA NOTES....vveiiieeiie ettt eeenaeeeeennaees — 335,000
Senior UNSECUIEd NOTES.......eeevvueeieieieeeeeieieeeeeeeeeeeeeeeeeeeeeareeeeeaaeeeennaeeeeennes 375,000 350,000

TOtal debt........c..oooviieiieeeeee e 1,190,900 1,150,600
Less: debt issuance costs and diSCOUNT.........ccvevverierieriieieeienieeeie e (23,057) (28,720)

Total debt after debt issuance costs and discount............................. 1,167,843 1,121,880
Less: current portion of long-term debt............cooeiiiiiiiiiiiieeeee, (8,200) (10,000)

Long-term debt, less current portion................cccccoeevevienieneeneenne. $ 1,159,643 § 1,111,880

Refinancing

On May 9, 2017 (the “Closing Date”), Everi Payments, as borrower, and Holdings entered into a credit agreement
with the lenders party thereto and Jefferies Finance LLC, as administrative agent, collateral agent, swing line lender,
letter of credit issuer, sole lead arranger and sole book manager (amended as described below, the “New Credit
Agreement”). The New Credit Agreement provides for: (i) a $35.0 million, five-year senior secured revolving credit
facility (the “New Revolving Credit Facility”); and (ii) an $820.0 million, seven-year senior secured term loan
facility (the “New Term Loan Facility,” and together with the New Revolving Credit Facility, the “New Credit
Facilities”). The fees associated with the New Credit Facilities included discounts of approximately $4.1 million and
debt issuance costs of approximately $15.5 million. All borrowings under the New Revolving Credit Facility are
subject to the satisfaction of customary conditions, including the absence of defaults and the accuracy of
representations and warranties.

The proceeds from the New Term Loan Facility incurred on the Closing Date were used to: (i) refinance: (a) Everi
Payments’ existing credit facility with an outstanding balance of approximately $462.3 million with Bank of
America, N.A., as administrative agent, collateral agent, swing line lender and letter of credit issuer, Deutsche Bank
Securities Inc., as syndication agent, and Merrill Lynch, Pierce, Fenner & Smith Incorporated and Deutsche Bank
Securities Inc., as joint lead arrangers and joint book managers (the “Prior Credit Facility”); and (b) Everi
Payments’ 7.25% Senior Secured Notes due 2021 in the aggregate original principal amount of $335.0 million (the
“Refinanced Secured Notes”); and (ii) pay related transaction fees and expenses.

In connection with the refinancing, we recorded a non-cash charge of approximately $14.6 million during the
second quarter of 2017 related to the unamortized deferred financing fees and discounts related to the extinguished
term loan under the Prior Credit Facility and the redeemed Refinanced Secured Notes. No prepayment penalties
were incurred.

On November 13, 2017 (the “Repricing Closing Date”), we entered into an amendment to the New Credit
Agreement (the “First Amendment”) which, among other things, reduced the interest rate on the approximately
$818.0 million then outstanding balance of the New Term Loan Facility. The maturity date for the New Term Loan
Facility remains May 9, 2024, the maturity date for the New Revolving Credit Facility remains May 9, 2022, and no
changes were made to the financial covenants or other debt repayments terms set forth in the New Credit
Agreement. We incurred approximately $3.0 million of debt issuance costs and fees associated with the repricing of
the New Term Loan Facility.

New Credit Facilities

The New Term Loan Facility matures seven years after the Closing Date and the New Revolving Credit Facility
matures five years after the Closing Date. The New Revolving Credit Facility is available for general corporate
purposes, including permitted acquisitions, working capital and the issuance of letters of credit.
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The interest rate per annum applicable to loans under the New Revolving Credit Facility is, at Everi Payments’
option, the base rate or the Eurodollar Rate (defined to be the London Interbank Offered Rate or a comparable or
successor rate) (the “Eurodollar Rate”) plus, in each case, an applicable margin. The interest rate per annum
applicable to the New Term Loan Facility also is, at Everi Payments’ option, the base rate or the Eurodollar Rate
plus, in each case, an applicable margin. The Eurodollar Rate is reset at the beginning of each selected interest
period based on the Eurodollar Rate then in effect; provided that, if the Eurodollar Rate is below zero, then such rate
will be equal to zero plus the applicable margin. The base rate is a fluctuating interest rate equal to the highest of: (i)
the prime lending rate announced by the administrative agent; (ii) the federal funds effective rate from time to time
plus 0.50%; and (iii) the Eurodollar Rate (after taking account of any applicable floor) applicable for an interest
period of one month plus 1.00%. Prior to the effectiveness of the First Amendment on the Repricing Closing Date,
the applicable margins for both the New Revolving Credit Facility and the New Term Loan Facility were: (i) 4.50%
in respect of Eurodollar Rate loans and (ii) 3.50% in respect of base rate loans. The applicable margins for the New
Term Loan Facility from and after the effectiveness of the First Amendment on the Repricing Closing Date are: (i)
3.50% in respect of Eurodollar Rate loans and (ii) 2.50% in respect of base rate loans.

Voluntary prepayments of the term loan and the revolving loans and voluntary reductions in the unused
commitments are permitted in whole or in part, in minimum amounts as set forth in the New Credit Agreement
governing the New Credit Facilities, with prior notice but without premium or penalty, except that certain
refinancings of the term loans within six months after the Repricing Closing Date will be subject to a prepayment
premium of 1.00% of the principal amount repaid.

Subject to certain exceptions, the obligations under the New Credit Facilities are secured by substantially all of the
present and subsequently acquired assets of each of Everi Payments, Holdings and the subsidiary guarantors party
thereto including: (i) a perfected first priority pledge of all the capital stock of Everi Payments and each domestic
direct, wholly owned material restricted subsidiary held by Holdings, Everi Payments or any such subsidiary
guarantor; and (ii) a perfected first priority security interest in substantially all other tangible and intangible assets of
Holdings, Everi Payments, and such subsidiary guarantors (including, but not limited to, accounts receivable,
inventory, equipment, general intangibles, investment property, real property, intellectual property and the proceeds
of the foregoing). Subject to certain exceptions, the New Credit Facilities are unconditionally guaranteed by
Holdings and such subsidiary guarantors.

The New Credit Agreement governing the New Credit Facilities contains certain covenants that, among other
things, limit Holdings’ ability, and the ability of certain of its subsidiaries, to incur additional indebtedness, sell
assets or consolidate or merge with or into other companies, pay dividends or repurchase or redeem capital stock,
make certain investments, issue capital stock of subsidiaries, incur liens, prepay, redeem or repurchase subordinated
debt, and enter into certain types of transactions with its affiliates. The New Credit Agreement governing the New
Credit Facilities also requires Holdings, together with its subsidiaries, to comply with a consolidated secured
leverage ratio. At December 31, 2017, our consolidated secured leverage ratio was 3.59 to 1.00, with a maximum
allowable ratio of 5.00 to 1.00. Our maximum consolidated secured leverage ratio will be 4.75 to 1.00 as of
December 31, 2018, 4.50 to 1.00 as of December 31, 2019, 4.25 to 1.00 as of December 31, 2020, and 4.00 to 1.00
as of December 31, 2021 and each December 31 thereafter.

We were in compliance with the covenants and terms of the New Credit Facilities as of December 31, 2017.

Events of default under the New Credit Agreement governing the New Credit Facilities include customary events
such as a cross-default provision with respect to other material debt. In addition, an event of default will occur if
Holdings undergoes a change of control. This is defined to include the case where Holdings ceases to own 100% of
the equity interests of Everi Payments, or where any person or group acquires a percentage of the economic or
voting interests of Holdings’ capital stock of 35% or more (determined on a fully diluted basis).

We are required to repay the New Term Loan Facility in an amount equal to 0.25% per quarter of the initial
aggregate principal, with the final principal repayment installment on the maturity date. Interest is due in arrears on
each interest payment date applicable thereto and at such other times as may be specified in the New Credit
Agreement. As to any loan other than a base rate loan, the interest payment dates shall be the last day of each
interest period applicable to such loan and the maturity date (provided, however, that if any interest period for a
Eurodollar Rate loan exceeds three months, the respective dates that fall every three months after the beginning of
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such interest period shall also be interest payment dates). As to any base rate loan, the interest payment dates shall
be last business day of each March, June, September and December and the maturity date.

For the period from January 1, 2017 to the Closing Date, the Prior Credit Facility had an applicable weighted
average interest rate of 6.43%. For the period from the Closing Date to December 31, 2017, the New Term Loan
Facility had an applicable weighted average interest rate of 5.55%. Together, for the year ended December 31, 2017,
the two facilities had a blended weighted average interest rate of 5.73%.

At December 31, 2017, we had approximately $815.9 million of borrowings outstanding under the New Term Loan
Facility and no borrowings outstanding under the New Revolving Credit Facility. We had $35.0 million of
additional borrowing availability under the New Revolving Credit Facility as of December 31, 2017.

Refinanced Senior Secured Notes

In connection with entering into the New Credit Agreement, on May 9, 2017, Everi Payments redeemed in full all
outstanding Refinanced Secured Notes in the aggregate principal amount of $335.0 million plus accrued and unpaid
interest. As a result of the redemption, the Company recorded non-cash charges in the amount of approximately
$1.7 million, which consisted of unamortized deferred financing fees of $0.2 million and discounts of $1.5 million,
which were included in the total $14.6 million non-cash charge.

Senior Unsecured Notes

In December 2014, we issued $350.0 million in aggregate principal amount of 10.0% Senior Unsecured Notes due
2022 (the “2014 Unsecured Notes”) under an indenture (as supplemented, the “2014 Notes Indenture”), dated
December 19, 2014, between Everi Payments (as successor issuer), and Deutsche Bank Trust Company Americas,
as trustee. The fees associated with the 2014 Unsecured Notes included original issue discounts of approximately
$3.8 million and debt issuance costs of approximately $14.0 million. In December 2015, we completed an exchange
offer in which all of the unregistered 2014 Unsecured Notes were exchanged for a like amount of 2014 Unsecured
Notes that had been registered under the Securities Act.

In December 2017, we issued $375.0 million in aggregate principal amount of 7.50% Senior Unsecured Notes due
2025 (the “2017 Unsecured Notes”) under an indenture (the “2017 Notes Indenture”), dated December 5, 2017,
among Everi Payments (as issuer), Holdings and certain of its direct and indirect domestic subsidiaries as
guarantors, and Deutsche Bank Trust Company Americas, as trustee. Interest on the 2017 Unsecured Notes accrues
at a rate of 7.50% per annum and is payable semi-annually in arrears on each June 15 and December 15,
commencing on June 15, 2018. The 2017 Unsecured Notes will mature on December 15, 2025. We incurred
approximately $6.1 million of debt issuance costs and fees associated with the refinancing of our 2017 Unsecured
Notes.

On December 5, 2017, together with the issuance of the 2017 Unsecured Notes, Everi Payments satisfied and
discharged the 2014 Notes Indenture relating to the 2014 Unsecured Notes. To effect the satisfaction and discharge,
Everi Payments issued an unconditional notice of redemption to Deutsche Bank Trust Company Americas, as
trustee, of the redemption in full on January 15, 2018 (the “Redemption Date”) of all outstanding 2014 Unsecured
Notes under the terms of the 2014 Notes Indenture. In addition, using the proceeds from the sale of the 2017
Unsecured Notes and cash on hand, Everi Payments irrevocably deposited with the trustee funds sufficient to pay
the redemption price of the 2014 Unsecured Notes of 107.5% of the principal amount thereof, plus accrued and
unpaid interest to, but not including, the Redemption Date (the “Redemption Price”), and irrevocably instructed the
trustee to apply the deposited money toward payment of the Redemption Price for the 2014 Unsecured Notes on the
Redemption Date. Upon the trustee’s receipt of such funds and instructions, along with an officer’s certificate of
Everi Payments and an opinion of counsel certifying and opining that all conditions under the 2014 Notes Indenture
to the satisfaction and discharge of the 2014 Notes Indenture had been satisfied, the 2014 Notes Indenture was
satisfied and discharged, and all of the obligations of Everi Payments and the guarantors under the 2014 Notes
Indenture ceased to be of further effect, as of December 5, 2017 (subject to certain exceptions). The 2014 Unsecured
Notes were thereafter redeemed on the Redemption Date.
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In connection with the issuance of the 2017 Unsecured Notes and the redemption of the 2014 Unsecured Notes, we
incurred a $37.2 million loss on extinguishment of debt consisting of a $26.3 million make-whole premium related
to the satisfaction and redemption of the 2014 Unsecured Notes and approximately $10.9 million for the write-off of
related unamortized debt issuance costs and fees.

We were in compliance with the terms of the 2017 Unsecured Notes as of December 31, 2017.

Principal Repayments

The maturities of our borrowings at December 31, 2017 are as follows (in thousands):

Amount

Maturities of borrowings
2OL8 e et a e st st $ 8,200
20T e ettt st 8,200
2020 .t sttt e a e b b eae ettt besae e 8,200
2021 e e bbbt b e b bt ettt sa e e 8,200
2022 et bbb ettt be b bt ettt sae e 8,200
TREICATIET ...eeiieiieeeeeee et e et e e e e e et e e e e e e eeataereeeeeeenattareeeeeeeannnes 1,149,900

TOtaL.....oooiiii s $ 1,190,900

12. COMMITMENTS AND CONTINGENCIES
Placement Fee Arrangements

In July 2017, we extended the term of our then existing placement fee agreement to 6 years and 11 months with our
largest customer in Oklahoma. Under the terms of the agreement, we will pay approximately $5.6 million per
quarter in placement fees, inclusive of imputed interest, beginning in January 2018 and ending in July 2019. We
paid approximately $13.3 million in placement fees to this customer for the year ended December 31, 2017.

Lease Obligations

We lease office facilities and operating equipment under cancelable and non-cancelable agreements. Total rent
expense was approximately $6.8 million, $6.8 million and $5.9 million for the years ended December 31, 2017,
2016 and 2015, respectively.

We have a long-term lease agreement related to office space for our corporate headquarters located in Las Vegas,
Nevada that expires in April 2023.

In September 2014, the long-term lease agreement for office space in Austin, Texas was extended through June
2021.

We also have leased facilities in Chicago, Illinois and Reno, Nevada, which support the design, production and
expansion of our gaming content. The long-term lease agreement for our Chicago facilities commenced in
November 2015 and expires in June 2023. The long-term lease agreement for our Reno facilities commenced in
February 2016 and expires in May 2021.
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As of December 31, 2017, the minimum aggregate rental commitment under all non-cancelable operating leases
were as follows (in thousands):

Amount

Minimum aggregate rental commitments
2018 ettt et b bt h e a ettt na e et b e eae bttt ae e nenaea $ 4,943
200 ettt e s 5,050
2020 e e e e e ettt et n e e s s nee e 5,046
02T et ettt et e st s s a e 4,007
2022 e ettt e a ettt e e s h et e e saeesae e aeeaes 2,193
14153 T 3 PR 868

TORAL ... ettt ettt $ 22,107

Litigation Claims and Assessments

We are subject to claims and suits that arise from time to time in the ordinary course of business. We do not believe
the liabilities, if any, which may ultimately result from the outcome of such matters, individually or in the
aggregate, will have a material adverse impact on our financial position, liquidity or results of operations.

Gain Contingency Settlement

In January 2015, we entered into a settlement agreement in connection with a lawsuit we participated in as
plaintiffs, pursuant to which we received and recorded the settlement proceeds of $14.4 million in the first quarter of
2015. This settlement is included as a reduction of operating expenses in our Statements of Loss for the year ended
December 31, 2015.

13. SHAREHOLDERS’ EQUITY

Preferred Stock. Our amended and restated certificate of incorporation, as amended, allows our Board of Directors,
without further action by stockholders, to issue up to 50,000,000 shares of preferred stock in one or more series and
to fix the designations, powers, preferences, privileges and relative participating, optional, or special rights as well
as the qualifications, limitations or restrictions of the preferred stock, including dividend rights, conversion rights,
voting rights, terms of redemption and liquidation preferences. As of December 31, 2017 and 2016, we had no
shares of preferred stock outstanding.

Common Stock. Subject to the preferences that may apply to shares of preferred stock that may be outstanding at
the time, the holders of outstanding shares of common stock are entitled to receive dividends out of assets legally
available at the times and in the amounts as our Board of Directors may from time to time determine. All dividends
are non-cumulative. In the event of the liquidation, dissolution or winding up of Everi, the holders of common stock
are entitled to share ratably in all assets remaining after the payment of liabilities, subject to the prior distribution
rights of preferred stock, if any, then outstanding. Each stockholder is entitled to one vote for each share of common
stock held on all matters submitted to a vote of stockholders. Cumulative voting for the election of directors is not
provided for. The common stock is not entitled to preemptive rights and is not subject to conversion or redemption.
There are no sinking fund provisions applicable to the common stock. Each outstanding share of common stock is
fully paid and non-assessable. As of December 31, 2017 and 2016, we had 93,119,988 and 90,952,185 shares of
common stock issued, respectively.

Treasury Stock. Employees may direct us to withhold vested shares of restricted stock to satisfy the minimum
statutory withholding requirements applicable to their restricted stock vesting. We repurchased or withheld from
restricted stock awards 15,457 and 18,717 shares of common stock at an aggregate purchase price of
$0.1 million and $41,528 for the years ended December 31, 2017 and 2016, respectively, to satisfy the minimum
applicable tax withholding obligations related to the vesting of such restricted stock awards.
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14. WEIGHTED AVERAGE SHARES OF COMMON STOCK

The weighted average number of common stock outstanding used in the computation of basic and diluted earnings
per share is as follows (in thousands):

At December 31,
2017 2016 2015
Weighted average shares
Weighted average number of common shares outstanding —
DASIC .ottt 66,816 66,050 65,854
Weighted average number of common shares outstanding —
AIUEEAWM. ... 66,816 66,050 65,854

(1) The Company was in a net loss position for the years ended December 31, 2017, 2016 and 2015; therefore, no
potential dilution from the application of the treasury stock method was applicable. Equity awards to purchase
approximately 16.0 million, 15.7 million and 14.2 million shares of common stock for the years ended
December 31, 2017, 2016 and 2015, respectively, were excluded from the computation of diluted net loss per
share, as their effect would have been anti-dilutive.

15. SHARE-BASED COMPENSATION
Equity Incentive Awards

Our 2014 Equity Incentive Plan (the “2014 Plan”) and our 2012 Equity Incentive Plan (as amended, the “2012
Plan”) are used to attract and retain the best available personnel, to provide additional incentives to employees,
directors and consultants and to promote the success of our business. The 2014 Plan superseded the then current
2005 Stock Incentive Plan (the “2005 Plan”). The 2012 Plan was assumed in connection with our acquisition of
Everi Games Holding and conformed to include similar provisions to those as set forth in the 2014 Plan. Our equity
incentive plans are administered by the Compensation Committee of our Board of Directors, which has the authority
to select individuals who are to receive equity incentive awards and to specify the terms and conditions of grants of
such awards, including, but not limited to: the vesting provisions and exercise prices.

Generally, we grant the following award types: (a) time-based options, (b) market-based options and (c) restricted
stock. These awards have varying vesting provisions and expiration periods. For the year ended December 31, 2017,
we granted time- and market-based options.

Our time-based stock options generally vest at a rate of 25% per year on each of the first four anniversaries of the
grant dates and expire after a ten-year period.

Our market-based options granted in 2017 and 2016 under our 2014 Plan and 2012 Plan vest at a rate of 25% per
year on each of the first four anniversaries of the grant date, provided that as of the vesting date for each vesting
tranche, the closing price of the Company’s shares on the New York Stock Exchange is at least a specified price
hurdle, defined as a 25% and 50% premium for 2017 and 2016, respectively, to the closing stock price on the grant
date. If the price hurdle is not met as of the vesting date for a vesting tranche, then the vested tranche shall vest and
become vested shares on the last day of a period of 30 consecutive trading days during which the closing price is at
least the price hurdle. These options expire after a ten-year period.

Our market-based stock options granted in 2015 vest if our average stock price in any period of 30 consecutive

trading days meets certain target prices during a four-year period that commenced on the date of grant for these
options. These options expire after a seven-year period.
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A summary of award activity is as follows (in thousands):

Stock Options Restricted Stock
Granted Granted
Outstanding, December 31, 2016..............cccooiieiiiiiiiiiieeecee e 18,233 80
GIANTEA.....oceieiiieie et e e e et e e e et e e s eaaeesetreeeenes 4,338 50
Exercised options or vested Shares.........ccooveveeviiiiiiiecienieieeeeeeceeeenn (2,037) (56)
Cancelled or forfeited..........ccvvvverierieriiiie e (1,403) —
Outstanding, December 31, 2017 ..........ccoooiiiiiiiiiiieeeeee e 19,131 74

As of December 31, 2017, the maximum number of shares available for future equity awards under the 2012 Plan
and the 2014 Plan is approximately 4.4 million shares of our common stock. There are no shares available for future
equity awards under the 2005 Plan.

Stock Options

The fair value of our standard time-based options was determined as of the date of grant using the Black-Scholes
option pricing model with the following assumptions:

Year ended
December 31,
2017 2016 2015
Risk-free interest rate.........coeoveeeereieriieeeiesiieieee e 2% 1% 1%
Expected life of options (in years).........cecceeeveevereerieeiesseenenenne. 6 5 4
Expected VOIatility .......cccvevieriieriieiieieeieseeeee e 54% 51% 43%
Expected dividend yield ..........cccoviivienieiieieiecieeeeee e —% —% —%

During 2016, certain executive and director grants were valued under the Black-Scholes option pricing model that
utilized different assumptions from those used for our standard time-based options. For the time-based options
granted on February 13, 2016, the assumptions were: (a) risk-free interest rate of 1%; (b) expected term of six years;
(c) expected volatility of 49%; and (d) no expected dividend yield. For the time-based options granted on February
25, 2016, the assumptions were: (a) risk-free interest rate of 1%; (b) expected term of five years; (c) expected
volatility of 49%; and (d) no expected dividend yield.

The fair values of market-based options granted in connection with the annual grants that occurred during the first
quarter of 2017 and the second quarters of 2016 and 2015 were determined as of the date of grant using a lattice-
based option valuation model with the following assumptions:

Year ended
December 31,
2017 2016 2015
Risk-free interest rate.........coooveveerierieeieeiesieeeeee e 3% 2% 1%
Measurement period (i YEars) .......ccceevueereeeeereeseenieeeeeneeeeeees 10 10 4
Expected vVOlatility .......cccvevieriieiieieeieeeeeee e 70% 68% 47%
Expected dividend yield ..........cceviinienieiieieecieeeee e —% —% —%

For the market-based options granted during the third quarter of 2016, the assumptions were: (a) risk-free interest
rate of 2%; (b) expected term of ten years; (c) expected volatility of 69%; and (d) no expected dividend yield. For
the market-based options granted during the fourth quarter of 2016, the assumptions were: (a) risk-free interest rate
of 2%; (b) expected term of ten years; (c) expected volatility of 70%; and (d) no expected dividend yield.
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The following tables present the option activity:

Weighted
Number of  Weighted Average Average Life = Aggregate
Options Exercise Price Remaining Intrinsic Value
(in thousands) (per share) (years) (in thousands)
Outstanding, December 31,2016...................coocvvenennne. 18,233 $ 6.02 64 3 2,387
Granted..........oooeeveieieeieeeccee e 4,338 3.62
EXErCised....ccoviviiiieiieiieieceecteeee et (2,037) 5.35
Canceled or forfeited..........ccoeevveeiirienieneeiecieceseenne, (1,403) 8.79
Outstanding, December 31, 2017 ......................... 19,131 $ 5.34 64 $ 45,887
Vested and expected to vest, December 31,
2007 oo 16991 § 5.36 6.5 $ 40,636
Exercisable, December 31,2017 ...........ccccocoo...... 8719 § 6.51 54 % 12,200
The following table presents the options outstanding and exercisable by price range:
Options Outstanding Options Exercisable
Weighted
Average Weighted Weighted
Number Remaining Average Number Average
Outstanding Contract Exercise Exercisable Exercise
Range of Exercise Prices (in thousands) Life (Years) Prices (in thousands) Price
$ 146 § 1.72 3,177 77 % 1.48 665 $ 1.48
2.01 2.78 821 7.2 2.62 606 2.64
3.29 3.29 3,886 8.6 3.29 6 3.29
341 6.59 3,222 5.0 5.87 2,384 5.63
6.72 7.61 1,749 4.7 7.15 1,407 7.10
7.74 9.74 6,276 5.5 8.15 3,651 8.42
19,131 8,719

There were 4.3 million, 4.4 million and 6.5 million options granted for the years ended December 31, 2017, 2016
and 2015, respectively. The weighted average grant date fair value per share of the options granted was $1.98, $0.83
and $2.48 for the years ended December 31, 2017, 2016 and 2015, respectively. The total intrinsic value of options
exercised was $5.3 million for the year ended December 31, 2017. There were no options exercised in 2016, and the
intrinsic value of options exercised for the year ended December 31, 2015 was $0.8 million.

There was $7.9 million in unrecognized compensation expense related to options expected to vest as of December
31, 2017. This cost was expected to be recognized on a straight-line basis over a weighted average period of 3.5
years. We recorded $6.0 million in non-cash compensation expense related to options granted that were expected to
vest for the year ended and as of December 31, 2017. We received $10.9 million in cash proceeds from the exercise
of options during 2017.

There was $11.7 million in unrecognized compensation expense related to options expected to vest as of December
31, 2016. This cost was expected to be recognized on a straight-line basis over a weighted average period of 2.1
years. We recorded $6.3 million and $7.4 million in non-cash compensation expense related to options granted that
were expected to vest as of December 31, 2016 and 2015, respectively. There were no proceeds received from the
exercise of options during 2016, as no exercises occurred during the period, and we received $1.8 million in cash
proceeds from the exercise of options for the year ended December 31, 2015.
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Restricted Stock

The following is a summary of non-vested share awards for our time-based restricted shares:

Weighted
Shares Average Grant
Outstanding Date Fair Value
(in thousands) (per share)
Outstanding, December 31, 2016..............c...ccccoovvriiiireirieieiieeeeereee e 80 $ 7.12
GIANLEA. ...ttt ettt et aeen 50 6.84
5T <« OSSR (56) 7.02
FOTRIted . .ottt — —
Outstanding, December 31, 2017.............cccoviieiiiinieiiiieeeeeee e 74 % 7.00

There were 50,000 shares of restricted stock granted for the year ended December 31, 2017. The total fair value of
restricted stock vested was $0.4 million for the year ended December 31, 2017. There was $0.5 million in
unrecognized compensation expense related to shares of time-based restricted shares expected to vest as of
December 31, 2017 and is expected to be recognized on a straight-line basis over a weighted average period of
1.1 years. There were 56,578 shares of restricted stock that vested during 2017, and we recorded $0.4 million in
non-cash compensation expense related to the restricted stock granted that was expected to vest during 2017.

There were no shares of restricted stock granted for the years ended December 31, 2016 and 2015, respectively. The
total fair value of restricted stock vested was $0.2 million and $0.6 million for the years ended December 31, 2016
and 20135, respectively. There was $1.0 million and $2.0 million in unrecognized compensation expense related to
shares of time-based restricted shares expected to vest as of December 31, 2016 and 2015, respectively, and is
expected to be recognized on a straight-line basis over a weighted average period of 1.7 years and 2.4 years,
respectively. There were 0.1 million shares and 0.2 million shares of restricted stock that vested during 2016 and
2015, respectively, and we recorded $0.5 million and $0.9 million in non-cash compensation expense related to the
restricted stock granted that was expected to vest during 2016 and 2015, respectively.

16. INCOME TAXES

The following presents consolidated loss before tax for domestic and foreign operations (in thousands):

Year Ended December 31,
2017 2016 2015
Consolidated loss before tax
DOMESLIC ..ot $ (73,445) $ (225,538) $  (129,602)
FOT@IZN ... 1,378 7,755 6,519
TOtal ... $ (72,067) $ (217,783) $ (123,083)

The income tax (benefit) provision attributable to loss from operations before tax consists of the following
components (in thousands):

Year Ended December 31,
2017 2016 2015
Income tax (benefit) provision
DIOIMESLIC .ttt ettt st $ (20,507) $ 30,400 $ (19,746)
FOTCIGN ..ottt es 343 1,296 1,635
Total income tax (benefit) provision ...............cc.coceeveennenen. $ (20,164) $ 31,696 $ (18,111)
Income tax (benefit) provision
CUITENE oottt e ee e e e e e eeaeeereseeeseeeseenaneeneeeeeens $ 461 $ 1,756  $ 1,767
DEfRITEd ... (20,625) 29,940 (19,878)
Total income tax (benefit) provision ..................c.c.ccocconene.n. $ (20,164) $ 31,696 $ (18,111)
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A reconciliation of the federal statutory rate and the effective income tax rate is as follows:

Year Ended December 31,
2017 2016 2015
Income tax reconciliation

Federal statutory rate.........cccvevvveveeieneenieeieeiesieseesve e 350 % 350 % 350 %
FOreign ProvisSion ...........cceeeerveecieeienieneeneere e seeseeesveese e 03 % 0.5 % 0.6 %
State/province iNCOME taX .....c.eeveereeeerreerriereereereseesreesseennes 24 % 0.8 % 1.1 %
Non-deductible compensation COSt .........ccovvereerveeviereenreennenns 2.0)% 0.5)% (1.1)%
Adjustment to carrying valueW ...........cocooovvviiriieeii, 312 % 02 % 0.6 %
Research Credit........ooereiireieeieeeeeeee e 1.9 % 02 % 0.6 %
Valuation allowance...........ccocevereeieiieiienienese e (39.6) % 274)% 0.0 %
Goodwill IMPaIrMent ........ccceveeiieniiierie e — % 23.5)% 21.3)%
OhET .. (1.2) % 0.1 % (0.8) %

Effective tax rate............c.cccooeevviiiiiiieiiccecceeeeeeeeen 28.0 % (14.6) % 14.7 %

(1) The adjustment to carrying value in 2017 is due primarily to the federal tax rate change in the Tax Cuts and

Jobs Act of 2017 (“2017 Tax Act”).

The major tax-effected components of the deferred tax assets and liabilities are as follows (in thousands):

Year Ended December 31,
2017 2016 2015
Deferred income tax assets related to:
Net 0perating LIOSSES .......ocveeererieeeririeriereeeeeretee et $ 87,250 $ 98,664 $ 81,531
Stock compensation EXPENSE........ecvvevereerrierreerrerieeseeseesseeneeenns 6,601 11,559 10,212
Accounts receivable alloWances.............coceeeevveeeeviveeeeeineeeeennes. 1,117 1,745 1,444
Accrued and prepaid €XPenses ........cveveeeerienrieniieciieieneeneeneas 3,953 6,276 3,958
Long-term debt.........coveviieiieiicieeceee e — 493 300
ONET ...ttt ereeereens 479 1,399 658
TaAX CTEAILS ...ttt 6,822 6,394 5,896
Valuation alloWance...........cccuevveerveeieeeeneeneenreesie e seee e (63,303) (61,012) (1,442)
Total deferred income tax assets ...............ccoceevvevveeeennns $ 42919 §$ 65,518 $ 102,557
Deferred income tax liabilities related to:
Property, equipment and leased assets ...........ovevvrvrrereiereiinanns $ 3,129 §$ 13,216  $ 18,274
Intangibles 73,597 106,307 108,727
Long-term debt 3,292 — —
(07131, TP TRRRRPRTTRT 1,108 3,606 3,200
Total deferred income tax liabilities.................................. $ 81,126 $ 123,129 $ 130,201
Deferred income taxes, Met...............cocceeeveevereeriereeerinennan. $ (38,207) $ (57,611) $ (27,644)

We adopted FASB ASU No. 2016-09, regarding several aspects of the accounting for share-based payment
transactions, including the accounting for income taxes, in the current period on a prospective basis. As a result of
the Company’s application of ASU No. 2016-09, certain excess tax benefits at the time of exercise (for an option) or
upon vesting (for restricted stock) are recognized as income tax benefits in the Statements of Loss. As of December
31, 2017, the adoption of ASU No. 2016-09 has not materially impacted our Financial Statements. However, it has
increased the gross deferred tax assets in our Financial Statements by $4.6 million for excess tax benefits in
previous years before it was offset by a corresponding valuation allowance. As a result of certain realization
requirements under the prior years’ accounting guidance on share based payments, the table of deferred tax assets
and liabilities shown above does not include certain deferred tax assets that arose directly from tax deductions
related to equity compensation in excess of compensation recognized for financial reporting at December 31, 2016

and 2015, respectively.
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The 2017 Tax Act was enacted on December 22, 2017. The 2017 Tax Act made significant changes to federal tax
law, including a reduction in the federal income tax rate from 35% to 21% effective January 1, 2018, stricter limits
on deduction of interest, an 80% taxable income limitation on the use of post-2017 NOLs, and a one-time transition
tax on previously deferred earnings of certain foreign subsidiaries. As a result of our initial analysis of the 2017 Tax
Act and existing implementation guidance, we remeasured our deferred tax assets and liabilities, which resulted in a
$22.5 million reduction in our income tax expense in 2017. We computed our transition tax liability of $1.3 million
due to the Tax Act, net of associated foreign tax credits, which was completely offset by additional foreign tax
credits carried forward. The foreign tax credits used to offset the transition tax relate to deemed foreign taxes paid
on a 2010 Canadian dividend which we are now claiming as a foreign tax credit rather than a foreign tax deduction.
Any remaining foreign tax credits not utilized by the transition tax has been fully offset by a valuation allowance.

On December 22, 2017, the SEC staff issued Staff Accounting Bulletin 118 (“SAB 118”), which provides guidance
on accounting for the tax effects of the 2017 Tax Act. SAB 118 provides a measurement period that should not
extend beyond one year from the enactment date for companies to complete the accounting under Accounting
Standards Codification (ASC) 740. In accordance with SAB 118, a company must reflect the income tax effects of
those aspects of the 2017 Tax Act for which the accounting under ASC 740 is complete. To the extent that a
company’s accounting for certain income tax effects of the 2017 Tax Act is incomplete but for which they are able
to determine a reasonable estimate, it must record a provisional amount in the financial statements. Provisional
treatment is proper in light of anticipated additional guidance from various taxing authorities, the SEC, the FASB,
and even the Joint Committee on Taxation. Provisional treatment is also necessary if the company is waiting for
final financial information from domestic and foreign equity investments. If a company cannot determine a
provisional amount to be included in the financial statements, it should continue to apply ASC 740 on the basis of
the provisions of the tax laws that were in effect immediately before the enactment of the 2017 Tax Act.

In accordance with the SAB 118 guidance, some of the income tax effects recorded in 2017 are provisional,
including the one-time transition tax, the effect on our valuation allowance including the stricter limits on interest
deductions, and the remeasurement of our deferred tax assets and liabilities. In addition, we are still evaluating the
GILTI provisions of the 2017 Tax Act and its impact, if any, on our Consolidated Financial Statements as of
December 31, 2017. The accounting for these income tax effects may be adjusted during 2018 as a result of
continuing analysis of the 2017 Tax Act; additional implementation guidance from the IRS, state tax authorities, the
SEC, the FASB, or the Joint Committee on Taxation; and new information from domestic or foreign equity
affiliates.

For all of our investments in foreign subsidiaries, a one-time tax has been provided on the mandatory deemed
repatriation of post 1986 untaxed earnings and profits, in accordance with the 2017 Tax Act. Unrepatriated earnings
were approximately $19.7 million as of December 31, 2017. Almost all of these earnings are considered
permanently reinvested, as it is management’s intention to reinvest foreign earnings in foreign operations. We
project sufficient cash flow or sufficient borrowings available under our Credit Facilities in the U.S. and therefore
do not need to repatriate these foreign earnings to finance U.S. operations at this time.

Deferred tax assets arise primarily because expenses have been recorded in historical financial statement periods
that will not become deductible for income taxes until future tax years. We record valuation allowances to reduce
the book value of our deferred tax assets to amounts that are estimated on a more likely than not basis to be realized.
This assessment requires judgment and is performed on the basis of the weight of all available evidence, both
positive and negative, with greater weight placed on information that is objectively verifiable such as historical
performance.

During 2016 and 2017, we evaluated negative evidence noting that for the three-year periods then ended, we
reported cumulative net losses. Pursuant to accounting guidance, a cumulative loss in recent years is a significant
piece of negative evidence that must be considered and is difficult to overcome without sufficient objectively
verifiable, positive evidence. As such, certain aspects of our historical results were included in our forecasted
taxable income. Although our forecast of future taxable income was a positive indicator, since this form of evidence
was not objectively verifiable, its weight was not sufficient to overcome the negative evidence.

As a result of this evaluation, we increased our valuation allowance for deferred tax assets by $2.3 million (net of a
reduction for the decrease in the US federal corporate tax rate) during 2017. The ultimate realization of deferred tax
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assets depends on having sufficient taxable income in the future years when the tax deductions associated with the
deferred tax assets become deductible. The establishment of a valuation allowance does not impact cash, nor does it
preclude us from using our tax credits, loss carryforwards and other deferred tax assets in the future.

The following is a tabular reconciliation of the total amounts of deferred tax asset valuation allowance (in
thousands):

Year Ended December 31,
2017 2016 2015
Balance at beginning of period........................ccco.o..... $ 61,012 $ 1,442 $ 2,319
Charged to provision for income taxes ..................... (2,263) 59,570 &77)
OhET ™ .o 4,554 — —
Balance at end of period ................ccccoeveveirinreieennnne. $ 63,303 $ 61,012 § 1,442

(1)  This amount has been recorded in retained deficit as a result of our adoption of ASU No. 2016-09.

We had $352.8 million, or $74.1 million, tax effected, of accumulated federal net operating losses as of December
31, 2017. The net operating losses can be carried forward and applied to offset taxable income for 20 years and will
expire starting in 2022. We had $6.0 million, tax effected, of federal research and development credit carry forwards
and $0.5 million, tax effected, of foreign tax credit carry forwards as of December 31, 2017. The research and
development credits are limited to a 20 year carry forward period and will expire starting in 2029. The foreign tax
credits can be carried forward 10 years and will expire in 2020, if not utilized. Almost all of the $1.6 million of
federal alternative minimum tax credit carry forwards in our December 31, 2016 financial statements have or will be
refunded within the next 12 months, net of the IRS sequestration fee, and have been reclassified as a receivable.
Any remaining alternative minimum tax credits will be refunded over the next five years in accordance with the
2017 Tax Act. As of December 31, 2017, $53.9 million of our valuation allowance relates to federal net operating
loss carry forwards and credits that we estimate are not more likely than not to be realized.

We had tax effected state net operating loss carry forwards of approximately $13.1 million as of December 31,
2017. The state net operating loss carry forwards will expire between 2018 and 2038. The determination and
utilization of these state net operating loss carry forwards are dependent upon apportionment percentages and other
respective state laws, which can change from year to year. As of December 31, 2017, $9.3 million of our valuation
allowance relates to certain state net operating loss carry forwards that we estimate are not more likely than not to
be realized. The remaining valuation allowance of $0.1 million relates to foreign net operating losses.

The following is a tabular reconciliation of the total amounts of unrecognized tax benefits (in thousands):

Year Ended December 31,
2017 2016 2015
Unrecognized tax benefit
Unrecognized tax benefit at the beginning of the period............ $ 834 3 729 $ 729
Gross increases - tax positions in prior period ...........ccocevveeene 103 105 —
Gross decreases - tax positions in prior period............cccceeueeneene — — —
Gross increases - tax positions in current period............cccceeueee.. — — —
SEHICIMENLS ..ottt — — —
Unrecognized tax benefit at the end of the period ........... $ 937 § 834 $ 729

We have analyzed filing positions in all of the federal, state and foreign jurisdictions where we are required to file
income tax returns, as well as all open tax years in these jurisdictions. As of December 31, 2017, the Company
recorded $0.9 million of unrecognized tax benefits, all of which would impact our effective tax rate, if recognized.
We do not anticipate that our unrecognized tax benefits will materially change within the next 12 months. The
Company has not accrued any penalties and interest for its unrecognized tax benefits. Other than the unrecognized
tax benefit recorded, we believe that our income tax filing positions and deductions will be sustained upon audit,
and we do not anticipate any other adjustments that will result in a material change to our financial position. We
may, from time to time, be assessed interest or penalties by tax jurisdictions, although any such assessments
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historically have been minimal and immaterial to our financial results. Our policy for recording interest and
penalties associated with audits and unrecognized tax benefits is to record such items as a component of income tax
in our Statements of Loss.

We are subject to taxation in the U.S. and various states and foreign jurisdictions. We have a number of federal and
state income tax years still open for examination as a result of our net operating loss carry forwards. Accordingly,
we are subject to examination for both U.S. federal and some of the state tax returns for the years 2004 to present.
For the remaining state, local and foreign jurisdictions, with some exceptions, we are no longer subject to
examination by tax authorities for years before 2014.

17. SEGMENT INFORMATION

Operating segments are components of an enterprise about which separate financial information is available that is
evaluated regularly by the chief operating decision-making group in deciding how to allocate resources and in
assessing performance. Our chief operating decision-making group consists of the Chief Executive Officer and the
Chief Financial Officer. This group manages the business, allocates resources and measures profitability based on
our operating segments. The operating segments are managed and reviewed separately as each represents products
that can be sold separately to our customers.

Our chief operating decision-making group has determined the following to be the operating segments for which we
conduct business: (a) Games and (b) Payments. We have reported our financial performance based on our segments
in both the current and prior periods. Each of these segments is monitored by our management for performance
against its internal forecast and is consistent with our internal management reporting.

. The Games segment provides solutions directly to gaming establishments to offer their patrons gaming
entertainment related experiences including: leased gaming equipment; sales and maintenance related services
of gaming equipment; gaming systems; and ancillary products and services.

. The Payments segment provides solutions directly to gaming establishments to offer their patrons cash access
related services and products, including: access to cash at gaming facilities via ATM cash withdrawals, credit
card cash access transactions and POS debit card cash access transactions; check-related services; fully
integrated kiosks and maintenance services; compliance, audit and data software; casino credit data and
reporting services and other ancillary offerings.

Corporate overhead expenses have been allocated to the segments either through specific identification or based on
a reasonable methodology. In addition, we record depreciation and amortization expenses to the appropriate

operating segment.

Our business is predominantly domestic, with no specific regional concentrations and no significant assets in
foreign locations.

The accounting policies of the operating segments are generally the same as those described in the summary of
significant accounting policies.
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The following tables present segment information (in thousands):

For the Year Ended December 31,

2017 2016 2015
Games
TOLAL TEVETIUES ...ttt ettt eeae e 222,777 $ 213,253 § 214,424
Costs and expenses
COSt OF TEVENUES ... 54,695 50,308 47,017
OPErating EXPENSES ...cuveevvierrerrrerreerreereereseesseesseesseesesseesseessenns 42,780 42,561 36,154
Research and development ............ccccooeeiiiiiieneneneiceeecee 18,862 19,356 19,098
Goodwill IMpaIrment...........cccueiieriiieiieiiercee e — 146,299 75,008
DePIreCiatiON. . ...eeuiieeieiieiieie et 40,428 41,582 37,716
AMOTTIZATION ...t etee e eaee s 57,060 79,390 72,934
Total costs and eXPenses ........cccceveereerieerieeienienienieeeeenens 213,825 379,496 287,927
Operating inCome (10SS) ......cevveverieririereieeeieieieeee e 8,952 § (166,243) $  (73,503)
For the Year Ended December 31,
2017 2016 2015
Payments
TOtAl TEVEIUES ... eereeeeennes 752,171 $ 646,203 $ 612,575
Costs and expenses
COSt OF TEVEIUES ... 583,850 498,706 463,380
OPErating EXPENSES ...cuveeuverererrrerreererressresreessesssessseseesseessesssenes 76,155 76,148 65,048
DEPIeCIatiON. ... ccvvieeiiieieriieieeie ettt ere e eeesee e e sseeseenee e 6,854 8,413 7,835
AMOTHIZATION ...ttt et e eaeeeean s 12,445 15,248 12,539
Total costs and EXPENSES ......c.cccvereerreerieerieeieeiereesieenreeenens 679,304 598,515 548,802
OpErating INCOIME .........ccvevveriireiereirereteeteeeereeree e eseeeeseenenas 72,867 % 47,688 $ 63,773
For the Year Ended December 31,
2017 2016 2015
Total Games and Payments
TOAL TEVETIUES ..ot e e e eeeeeneseeeseeseeeeeeeeeeeeeeene 974,948 $ 859,456 $ 826,999
Costs and expenses
COSt OF TEVEINUES ...t 638,545 549,014 510,397
OPErating EXPENSES -....veeueeereerrreteeeeeeesseesseesseeseseesneesseenseeneenns 118,935 118,709 101,202
Research and development ...........ccceeeeereenienieniieieeieeeeieeene 18,862 19,356 19,098
GoodWill IMPAITMENL .......cccveererrieiieieeie e — 146,299 75,008
DePIreCIAtION. ... .ieevieeieeiieiieieeie ettt et seee e e eneeesaeneaens 47,282 49,995 45,551
AMOTTIZATION ...t et etee s 69,505 94,638 85,473
Total costs and EXPENSES ........cccveveerererieereeeieniereeeeeieeenens 893,129 978,011 836,729
Operating inCOme (10SS) .......cvevervirriirierieieerieieeeeereereeneens 81,819 $§ (118,555) $ (9,730)
At December 31,
2017 2016
Total assets
GAIMIES ...t et e et e e e e st e st e st e et e e n e e e e e e e eeaean $ 925,186 $ 894,213
PaAYMENLS ...t 611,888 513,950
TTOEAL ASSELS ..o e e e e e eeeeeeeeeeaee s $ 1,537,074 $ 1,408,163

Major customers. For the years ended December 31, 2017, 2016 and 2015, no single customer accounted for more
than 10% of our revenues. Our five largest customers accounted for approximately 31%, 31% and 30% of our total

revenue in 2017, 2016 and

2015, respectively.
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18. SELECTED QUARTERLY RESULTS OF OPERATIONS (UNAUDITED)

The unaudited selected quarterly results of operations are as follows (in thousands, except for per share amounts)*:

Quarter
First Second Third Fourth Year
2017
REVENUES ...c.eviviiiiieieieec e $ 237,537 $ 242,230 $ 247,322 $ 247,859 $ 974,948
Operating iNCOME .......cc.evvverreerrerrereerreereeeeneeenns 22,603 21,292 19,795 18,129 81,819
INEt L0SS.cuiueeiieieeieeceeee e (3,508)  (19,057) (4,289)  (25,049)  (51,903)
Basic 10ss per share .........ccccocvevveevvceeicieeenenne, $ (005 % (029)% (0.06)$ (038) % (0.78)
Diluted loss per Share .............cccceeeveveeeverenrnnnn. $ (005 % (029)% (006)$ (038)% (0.78)
Weighted average common shares
outstanding
BaSIC .o 66,090 66,350 66,897 67,755 66,816
Diluted....ccooeiiiiiiieee 66,090 66,350 66,897 67,755 66,816
2016
REVENUES ..ot $ 205,769 $ 214,000 $ 222,177 $ 217,510 $ 859,456
Operating income (10SS) ......cccerereererereeeeeennne 3,785 6,060 11,572 (139,972) (118,555)
Nt 10SS.c.vieeieiieieieeee e (13,151)  (10,796) (8,254) (217,278) (249,479)
Basic 108 per share ...........cccoevvveveeeevereennnns $ (020)0% (0.16)$ (0.12) $ (329 $ (3.78)
Diluted 10ss per Share .............ccoceveveveeeevevenrnnanns $ (020) % (0.16)$ (0.12) $ (329 % (3.78)
Weighted average common shares
outstanding
BaSIC . 66,034 66,041 66,049 66,074 66,050
Diluted....ccooeeeeeeeeeeeeee e 66,034 66,041 66,049 66,074 66,050
* Rounding may cause variances.

19. SUBSEQUENT EVENTS

In January 2018, an amendment to the agreement between Everi Games and the New York State Gaming
Commission was approved and became effective. Under this amendment, Everi Games will continue to provide and
maintain the central determinant system for the New York Lottery through December of 2019.
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Item 9. Changes in and Disagreements with Accountants on Accounting and Financial Disclosure.

None.

Item 9A. Controls and Procedures.
Evaluation of Disclosure Controls and Procedures

The Company’s management, including its Chief Executive Officer and Chief Financial Officer, have evaluated the
effectiveness of the Company’s disclosure controls and procedures (as such term is defined in Rules 13a-15(e) and
15d-15(e) under the Exchange Act) as of the end of the reporting period covered by this Form 10-K. Based on such
evaluation, the Chief Executive Officer and Chief Financial Officer have concluded that, as of the end of the period
covered by this report on Form 10-K, the Company’s disclosure controls and procedures are effective such that
material information required to be disclosed by the Company in the reports that it files or submits under the
Exchange Act is (i) recorded, processed, summarized and reported within the time periods specified in the SEC’s
rules and forms, and (ii) accumulated and communicated to the Company’s management, including its Chief
Executive Officer and Chief Financial Officer, as appropriate to allow timely decisions regarding required
disclosures.

Management’s Report of Internal Control over Financial Reporting

The Company’s management, including its Chief Executive Officer and Chief Financial Officer, is responsible for
establishing and maintaining adequate internal control over financial reporting as defined in Rules 13a-15(f) and
15(d)-15(f) under the Exchange Act. The Company’s internal control over financial reporting is designed to provide
reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for
external purposes in accordance with GAAP. Because of inherent limitations, internal control over financial
reporting may not prevent or detect misstatements. Also, controls may become inadequate because of changes in
conditions, or the degree of compliance with policies or procedures may deteriorate. Management assessed the
effectiveness of internal control over financial reporting as of December 31, 2017, utilizing the criteria described in
the “Internal Control - Integrated Framework (2013)” issued by the Committee of Sponsoring Organizations of the
Treadway Commission. Management’s assessment included evaluation of elements such as the design and operating
effectiveness of key financial reporting controls, process documentation, accounting policies, and our overall
control environment. Based on this assessment, management has concluded that our internal control over financial
reporting was effective at a reasonable assurance level as of December 31, 2017.

Our independent registered public accounting firm, BDO USA, LLP, independently assessed the effectiveness of the
Company’s internal control over financial reporting, as stated in the firm’s attestation report, which is included
within Part II, Item 8 of this Form 10-K.

Changes in Internal Control over Financial Reporting during the Quarter Ended December 31, 2017

There were no changes to our internal control over financial reporting (as defined in Rules 13a-15(f) and 15d-15(f)
under the Exchange Act) that occurred during the fourth quarter ended December 31, 2017 that has materially
affected, or is reasonably likely to materially affect, our internal control over financial reporting.

Item 9B. Other Information.

The information set forth below is included herein for the purpose of providing the disclosure required under “Item
1.01 - Entry into a Material Definitive Agreement” of Form 8-K that was not filed within four business days of the
reportable event.

Entry into a Material Definitive Agreement.

On December 29, 2017, Everi Payments entered into a Sixth Amendment (the “Sixth Amendment”) to Contract
Cash Solutions Agreement with Wells Fargo Bank, N.A. The Sixth Amendment, among other things, reduces the
maximum amount of cash available under the Contract Cash Solutions Agreement from $425.0 million to $300.0
million and extends the term by one year from June 30, 2019 to June 30, 2020. For a summary of the Contract Cash
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Solutions Agreement, as amended by the Sixth Amendment, see “Note 4. Funding Agreements” within our
Financial Statements included elsewhere in this Annual Report on Form 10-K.

The foregoing description and referenced summary do not purport to be complete and are qualified in their entirety
by the text of the Sixth Amendment, a copy of which is filed as Exhibit 10.44 to this Annual Report on Form 10-K.
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

Shareholders and Board of Directors
Everi Holdings Inc. and subsidiaries
Las Vegas, Nevada

Opinion on Internal Control over Financial Reporting

PP D)

We have audited Everi Holdings Inc. and subsidiaries’ (the “Company’s”) internal control over financial reporting
as of December 31, 2017, based on criteria established in Internal Control — Integrated Framework (2013) issued by
the Committee of Sponsoring Organizations of the Treadway Commission (the “COSO criteria”). In our opinion,
the Company maintained, in all material respects, effective internal control over financial reporting as of December
31,2017, based on the COSO criteria.

We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board
(United States) (“PCAOB?”), the consolidated balance sheets of the Company and subsidiaries as of December 31,
2017 and 2016, the related consolidated statements of loss comprehensive loss, stockholders’ (deficit) equity, and
cash flows for each of the three years in the period ended December 31, 2017, and the related notes and our report
dated March 15, 2018 expressed an unqualified opinion thereon.

Basis for Opinion

The Company’s management is responsible for maintaining effective internal control over financial reporting and
for its assessment of the effectiveness of internal control over financial reporting, included in the accompanying
Item 9A, Management’s Report on Internal Control over Financial Reporting. Our responsibility is to express an
opinion on the Company’s internal control over financial reporting based on our audit. We are a public accounting
firm registered with the PCAOB and are required to be independent with respect to the Company in accordance with
U.S. federal securities laws and the applicable rules and regulations of the Securities and Exchange Commission and
the PCAOB.

We conducted our audit of internal control over financial reporting in accordance with the standards of the PCAOB.
Those standards require that we plan and perform the audit to obtain reasonable assurance about whether effective
internal control over financial reporting was maintained in all material respects. Our audit included obtaining an
understanding of internal control over financial reporting, assessing the risk that a material weakness exists, and
testing and evaluating the design and operating effectiveness of internal control based on the assessed risk. Our
audit also included performing such other procedures as we considered necessary in the circumstances. We believe
that our audit provides a reasonable basis for our opinion.

Definition and Limitations of Internal Control over Financial Reporting

A company’s internal control over financial reporting is a process designed 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. A company’s internal control over financial reporting
includes those policies and procedures that (1) pertain to the maintenance of records that, in reasonable detail,
accurately and fairly reflect the transactions and dispositions of the assets of the company; (2) provide reasonable
assurance that transactions are recorded as necessary to permit preparation of financial statements in accordance
with generally accepted accounting principles, and that receipts and expenditures of the company are being made
only in accordance with authorizations of management and directors of the company; and (3) provide reasonable
assurance regarding prevention or timely detection of unauthorized acquisition, use, or disposition of the company’s
assets that could have a material effect on the financial statements.

Because of its inherent limitations, internal control over financial reporting may not prevent or detect misstatements.
Also, projections of any evaluation of effectiveness to future periods are subject to the risk that controls may
become inadequate because of changes in conditions, or that the degree of compliance with the policies or
procedures may deteriorate.

/s/ BDO USA, LLP

Las Vegas, Nevada
March 15,2018
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PART III

Item 10. Directors, Executive Officers and Corporate Governance.

The information regarding our directors, executive officers, and certain corporate governance related matters
contained under the headings “Election of Class I Directors,” “Executive Officers,” “Section 16(a) Beneficial
Ownership Reporting Compliance” and “Board and Corporate Governance Matters” in the Company’s definitive
proxy statement to be filed with the SEC in connection with our 2018 annual meeting of stockholders (the “2018
Proxy Statement”) is incorporated herein by reference.

Item 11. Executive Compensation.

The information regarding director compensation and executive officer compensation contained under the headings
“Board and Corporate Governance Matters — 2017 Director Compensation” and “Executive Compensation,”
respectively, in the 2018 Proxy Statement is incorporated herein by reference.

Item 12. Security Ownership of Certain Beneficial Owners and Management and Related Stockholder
Matters.

The information regarding share ownership contained under the heading “Security Ownership of Certain Beneficial
Owners and Management” in the 2018 Proxy Statement is incorporated herein by reference.

Item 13. Certain Relationships and Related Transactions, and Director Independence.

The information regarding director independence and related party transactions under the headings “Board and
Corporate Governance Matters — Director Independence” and “Transactions with Related Persons,” respectively,” in
the 2018 Proxy Statement is incorporated herein by reference.

Item 14. Principal Accounting Fees and Services.

The information regarding audit fees, audit-related fees, tax fees, all other fees and the Audit Committee’s policies
and procedures on pre-approval of audit and permissible non-audit services of independent auditors contained under
the heading “Ratification of the Appointment of Independent Registered Public Accounting Firm” in the 2018 Proxy
Statement is incorporated herein by reference.
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PART IV

Item 15. Exhibits, Financial Statement Schedules.

(a) The following documents are filed as part of this Annual Report on Form 10-K:

1.Financial Statements

Report of BDO USA, LLP, Independent Registered Public Accounting Firm...........ccocvvieiiiiinienieiieeee 63
Consolidated Statements of Loss and Comprehensive Loss for the three years ended December 31, 2017 ....... 64
Consolidated Balance Sheets as of December 31, 2017 and 2016 .........cccooeiiimeiieeiiieeeeeeeeeeeeee e 65
Consolidated Statements of Cash Flows for the three years ended December 31, 2017 ......ccccooeeiriincencnennne. 66
Consolidated Statements of Stockholders’ (Deficit) Equity for the three years ended December 31, 2017........ 68
Notes to Consolidated Financial Statements ...........ccccevirieuirinieinenieineieneeeete ettt 69

2.Financial Statement Schedules

All schedules have been omitted as they are either not required or not applicable or the required information is
included in the Consolidated Financial Statements or notes thereto.

3.See Item 15(b)

(b)  Exhibits:

Exhibit
Number

Exhibit Description

3.1

32

33

34

4.1

10.1

10.2

Amended and Restated Certificate of Incorporation of Holdings (incorporated by reference to Exhibit
3.1 of Holdings’ Registration Statement on Form S-1 (Registration No. 333-123514) filed with the SEC
on May 26, 2005).

Certificate of Amendment of Amended and Restated Certificate of Incorporation of Holdings
(incorporated by reference to Exhibit 3.1 of Holdings’ Current Report on Form 8-K filed with the SEC
on April 30, 2009).

Certificate of Amendment of Amended and Restated Certificate of Incorporation of
Holdings (incorporated by reference to Exhibit 3.1 of Holdings’ Current Report on Form 8-K filed with
the SEC on August 14, 2015).

Second Amended and Restated Bylaws of Holdings (effective as of August 24, 2015) (incorporated by
reference to Exhibit 3.2 of Holdings’ Current Report on Form 8-K filed with the SEC on August 14,
2015).

Indenture (and form of 7.50% Senior Note due 2025 attached as Exhibit A thereto), dated as of
December 5, 2017, by and among Everi Payments Inc., Everi Holdings Inc., certain of its wholly
owned subsidiaries, as guarantors, and Deutsche Bank Trust Company Americas, as trustee.
(incorporated by reference to Exhibit 4.1 of Holdings’ Current Report on Form 8-K filed with the SEC
on December 5, 2017).

Credit Agreement, dated as of May 9, 2017, among Everi Payments, Holdings, the lenders party thereto
and Jefferies Finance LLC, as administrative agent, collateral agent, swing line lender, letter of credit
issuer, sole lead arranger and sole book manager (incorporated by reference to Exhibit 10.1 of
Holdings’ Current Report on Form 8-K filed with the SEC on May 9, 2017).

Security Agreement, dated as of May 9, 2017, among Everi Payments, Holdings, as a guarantor, the
subsidiary guarantors party thereto, and Jefferies Finance LLC, as collateral agent, related to the Credit
Agreement (incorporated by reference to Exhibit 10.2 of Holdings’ Current Report on Form 8-K filed
with the SEC on May 9, 2017).
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Exhibit
Number

Exhibit Description

10.3

10.4

+10.5

10.6

10.7

10.8

10.9

10.10

+10.11

10.12

10.13

10.14

#10.15

Guaranty, dated May 9, 2017, by Everi Holdings Inc., as a guarantor, and the subsidiary guarantors
party thereto, in favor of the lenders party from time to time to the Credit Agreement and Jefferies
Finance LLC, as administrative agent (incorporated by reference to Exhibit 10.3 of Holdings’ Current
Report on Form 8-K filed with the SEC on May 9, 2017).

First Amendment to Credit Agreement, dated November 13, 2017, among Everi Payments, Holdings,
the lenders party thereto and Jefferies Finance LLC, as administrative agent (incorporated by reference
to Exhibit 10.1 of Holdings’ Current Report on Form 8-K filed with the SEC on November 13, 2017).

Agreement for Processing Services, dated as of August 20, 2013, by and between Columbus Data
Services, LLC and Everi Payments (incorporated by reference to Exhibit 10.10 of Holdings’ Annual
Report on Form 10-K filed with the SEC on March 15, 2016).

Contract Cash Solutions Agreement, dated as of November 12, 2010, between Everi Payments and
Wells Fargo Bank, N.A. (incorporated by reference to Exhibit 10.11 of Holdings’ Annual Report on
Form 10-K filed with the SEC on March 15, 2016).

Second Amendment to Contract Cash Solutions Agreement, dated as of June 4, 2012, between Everi
Payments and Wells Fargo Bank, N.A. (incorporated by reference to Exhibit 10.1 of Holdings’ Current
Report on Form 8-K filed with the SEC on June 7, 2012).

Third Amendment to Contract Cash Solutions Agreement, dated as of November 4, 2013, between
Everi Payments and Wells Fargo Bank, N.A. (incorporated by reference to Exhibit 10.1 of Holdings’
Quarterly Report on Form 10-Q filed with the SEC on November 5, 2013).

Fourth Amendment to Contract Cash Solutions Agreement, dated as of January 29, 2015, between
Everi Payments and Wells Fargo Bank, N.A. (incorporated by reference to Exhibit 10.1 of Holdings’
Current Report on Form 8-K filed with the SEC on July 1, 2015).

Fifth Amendment to Contract Cash Solutions Agreement, dated as of December 21, 2016, between
Everi Payments and Wells Fargo Bank, N.A. (incorporated by reference to Exhibit 10.1 of Holdings’
Current Report on Form 8-K filed with the SEC on December 28, 2016).

Sponsorship Agreement, dated February 11, 2011, between Everi Payments and American State Bank
(incorporated by reference to Exhibit 10.54 of Holdings’ Annual Report on Form 10-K filed with the
SEC on March 14, 2011).

Holdings 2005 Stock Incentive Plan (incorporated by reference to Exhibit 10.25 of the Annual Report
on Form 10-K of Everi Payments filed with the SEC on March 10, 2005).

Form of Stock Option Award for Performance Price Vesting under the 2005 Stock Incentive Plan
(incorporated by reference to Exhibit 10.1 to Holdings’ Quarterly Report on Form 10-Q filed with the
SEC on August 5, 2014).

Form of Stock Option Award for Cliff Vesting under the 2005 Stock Incentive Plan (incorporated by
reference to Exhibit 10.2 to Holdings’ Quarterly Report on Form 10-Q filed with the SEC on August 5,
2014).

Form of Stock Option Award for Non-Employee Directors under the 2005 Stock Incentive Plan
(incorporated by reference to Exhibit 10.3 to Holdings’ Quarterly Report on Form 10-Q filed with the
SEC on August 5, 2014).
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Exhibit
Number

Exhibit Description

10.16

10.17

+10.18

10.19

10.20

10.21

10.22

#10.23

10.24

10.25

10.26

$10.27

$10.28

10.29

Form of Stock Option Award for Executives under the 2005 Stock Incentive Plan (incorporated by
reference to Exhibit 10.4 to Holdings’ Quarterly Report on Form 10-Q filed with the SEC on August 5,
2014).

Form of Stock Option Award for Employees under the 2005 Stock Incentive Plan (incorporated by
reference to Exhibit 10.5 to Holdings’ Quarterly Report on Form 10-Q filed with the SEC on August 5,
2014).

Holdings Amended and Restated 2014 Equity Incentive Plan (incorporated by reference to Exhibit 10.1
to Holdings’ Current Report on Form 8-K filed with the SEC on May 26, 2017).

Form of Stock Option Agreement under the Amended and Restated 2014 Equity Incentive Plan
(incorporated by reference to Exhibit 10.7 to Holdings’ Current Report on Form 8-K filed with the SEC
on May 10, 2016).

Form of Stock Option Award (Performance-Based) (Double-Trigger Acceleration) for Non-Employee
Directors under the Amended and Restated 2014 Equity Incentive Plan (incorporated by reference to
Exhibit 10.2 to Holdings’ Current Report on Form 8-K filed with the SEC on May 10, 2016).

Form of Stock Option Award (Performance-Based) (Double-Trigger Acceleration) for Executives
under the Amended and Restated 2014 Equity Incentive Plan (incorporated by reference to Exhibit 10.3
to Holdings’ Current Report on Form 8-K filed with the SEC on May 10, 2016).

Form of Stock Option Award (Time-Based) (Double-Trigger Acceleration) for Non-Employee
Directors under the Amended and Restated 2014 Equity Incentive Plan (incorporated by reference to
Exhibit 10.4 to Holdings’ Current Report on Form 8-K filed with the SEC on May 10, 2016).

Form of Stock Option Award (Time-Based) (Double-Trigger Acceleration) for Executives under the
Amended and Restated 2014 Equity Incentive Plan (incorporated by reference to Exhibit 10.5 to
Holdings’ Current Report on Form 8-K filed with the SEC on May 10, 2016).

Form of Stock Option Award (Time-Based) (Double-Trigger Acceleration) for Employees under the
Amended and Restated 2014 Equity Incentive Plan (incorporated by reference to Exhibit 10.6 to
Holdings’ Current Report on Form 8-K filed with the SEC on May 10, 2016).

Holdings 2012 Equity Incentive Plan (incorporated by reference to Exhibit 99.1 to Holdings’ Current
Report on Form S-8 filed with the SEC on March 16, 2015).

Amendment to the Holdings 2012 Equity Incentive Plan (incorporated by reference to Exhibit 99.2 to
Holdings’ Current Report on Form S-8 filed with the SEC on March 16, 2015).

Form of Stock Option Agreement under the 2012 Equity Incentive Plan (incorporated by reference to
Exhibit 10.13 to Holdings’ Current Report on Form 8-K filed with the SEC on May 10, 2016).

Form of Stock Option Award (Performance-Based) (Double-Trigger Acceleration) for Non-Employee
Directors under the 2012 Equity Incentive Plan (incorporated by reference to Exhibit 10.8 to Holdings’
Current Report on Form 8-K filed with the SEC on May 10, 2016).

Form of Stock Option Award (Performance-Based) (Double-Trigger Acceleration) for Executives

under the 2012 Equity Incentive Plan (incorporated by reference to Exhibit 10.9 to Holdings’ Current
Report on Form 8-K filed with the SEC on May 10, 2016).
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Exhibit
Number

Exhibit Description

$10.30

1031

10.32

10.33

10.34

10.35

10.36

10.37

10.38

10.39

10.40

10.41

+10.42

10.43

Form of Stock Option Award (Time-Based) (Double-Trigger Acceleration) for Non-Employee
Directors under the 2012 Equity Incentive Plan (incorporated by reference to Exhibit 10.10 to
Holdings’ Current Report on Form 8-K filed with the SEC on May 10, 2016).

Form of Stock Option Award (Time-Based) (Double-Trigger Acceleration) for Executives under the
2012 Equity Incentive Plan (incorporated by reference to Exhibit 10.11 to Holdings’ Current Report on
Form 8-K filed with the SEC on May 10, 2016).

Form of Stock Option Award (Time-Based) (Double-Trigger Acceleration) for Employees under the
2012 Equity Incentive Plan (incorporated by reference to Exhibit 10.12 to Holdings’ Current Report on
Form 8-K filed with the SEC on May 10, 2016).

Form of Indemnification Agreement between Holdings and each of its executive officers and directors
(incorporated by reference to Exhibit 10.27 to Holdings’ Registration Statement on Form S-1
(Registration No. 333-123514) filed with the SEC on March 22, 2005).

Employment Agreement with Randy L. Taylor (effective as of August5, 2014) (incorporated by
reference to Exhibit 10.1 of Holdings’ Current Report on Form 8-K filed with the SEC on August 5,
2014).

Employment Agreement with Juliet A. Lim (effective as of August 5, 2014) (incorporated by reference
to Exhibit 10.34 of Holdings” Annual Report on Form 10-K filed with the SEC on March 16, 2015).

First Amendment to Employment Agreement with Juliet A. Lim (effective as of January 3, 2017)
(incorporated by reference to Exhibit 10.45 of Holdings’ Annual Report on Form 10-K filed with the
SEC on March 14, 2017).

Employment Agreement with David Lucchese (effective as of August5, 2014) (incorporated by
reference to Exhibit 10.2 of Holdings’ Current Report on Form 8-K filed with the SEC on August 5,
2014).

First Amendment to Employment Agreement with David Lucchese (effective as of January 3, 2017)
(incorporated by reference to Exhibit 10.47 of Holdings’ Annual Report on Form 10-K filed with the
SEC on March 14, 2017).

Employment Agreement with Edward A. Peters (effective January 15, 2015) (incorporated by reference
to Exhibit 10.1 of Holdings’ Current Report on Form 8-K filed with the SEC on January 22, 2015).

Amended and Restated Employment Agreement with Michael Rumbolz (effective May 5, 2017)
(incorporated by reference to Exhibit 10.4 of Holdings’ Current Report on Form 8-K filed with the SEC
on May 9, 2017).

Notice of Grant of Stock Option with Michael Rumbolz, dated February 13, 2016 (incorporated by
reference to Exhibit 10.1 of Holdings’ Current Report on Form 8-K filed with the SEC on February 16,
2016).

Form of Notice of Stock Option Award and Stock Option Award Agreement for Michael Rumbolz
(effective August 30, 2010) (incorporated by reference to Exhibit 10.3 of Holdings’ Current Report on
Form 8-K filed with the SEC on September 2, 2010).

Transition and Resignation Agreement and General Release of All Claims with Juliet A. Lim dated

October 25, 2017 (incorporated by reference to Exhibit 10.1 of Holdings’ Quarterly Report on Form
10-Q filed with the SEC on November 7, 2017).
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Exhibit

Number Exhibit Description
*10.44  Sixth Amendment to Contract Cash Solutions Agreement, dated as of December 29, 2017 between
Everi Payments and Wells Fargo Bank, N.A.
*21.1 Subsidiaries of Holdings.
*23.1 Consent of BDO USA, LLP.
*24.1 Power of Attorney (included on signature page).
*31.1 Certification of Chief Executive Officer of Holdings in accordance with Rules 13a-14(a) and 15d-14(a)
of the Securities Exchange Act, as amended, as adopted pursuant to Section 302 of the Sarbanes-Oxley
Act of 2002.
*31.2  Certification of Chief Financial Officer of Holdings in accordance with Rules 13a-14(a) and 15d-14(a)
of the Securities Exchange Act, as amended, as adopted pursuant to Section 302 of the Sarbanes-Oxley
Act of 2002.
**32.1  Certification of the Chief Executive Officer of Holdings in accordance with 18 U.S.C. 1350, as adopted
pursuant to Section 906 of the Sarbanes-Oxley Act of 2002.
*#32.2  Certification of the Chief Financial Officer of Holdings in accordance with 18 U.S.C. 1350, as adopted
pursuant to Section 906 of the Sarbanes-Oxley Act of 2002.
*101.INS XBRL Instance Document.
*101.SCH XBRL Taxonomy Extension Schema Document.
*101.CAL XBRL Taxonomy Extension Calculation Linkbase Document.
*101.DEF XBRL Taxonomy Extension Definition Linkbase Document.
*101.LAB XBRL Taxonomy Extension Label Linkbase Document.
*101.PRE XBRL Taxonomy Extension Presentation Linkbase Document.

* Filed herewith.

**  Furnished herewith.

T Management contracts or compensatory plans or arrangements.

+ Confidential treatment has been granted for certain portions of this exhibit pursuant to Rule 24b-2 of the
Securities Exchange Act of 1934, as amended. The confidential information has been omitted and filed
separately with the SEC.

Item 16. Form 10-K Summary.

None.
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SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) 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.

Dated: March 16, 2018 EVERI HOLDINGS INC.

By: /s/ TODD A. VALLI
Todd A. Valli
Chief Accounting Officer (Principal
Accounting Olfficer)

POWER OF ATTORNEY

KNOW ALL PERSONS BY THESE PRESENTS, that each person whose signature appears below constitutes and
appoints Michael D. Rumbolz, Randy L. Taylor, and Todd A. Valli and each of them, his attorneys-in-fact, each
with the power of substitution, for him in any and all capacities, to sign any amendments to this Annual Report on
Form 10-K and to file the same, with exhibits thereto and other documents in connection therewith, with the
Securities and Exchange Commission, hereby ratifying and confirming all that each of said attorneys-in-fact, or his
substitute or substitutes, may do or cause to be done by virtue hereof.

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below by the
following persons on behalf of the registrant and in the capacities and on the date indicated.

Signature Title Date
/s/ MICHAEL D. RUMBOLZ President and Chief Executive Officer March 16, 2018
Michael D. Rumbolz (Principal Executive Officer) and Director
/s/ RANDY L. TAYLOR Chief Financial Officer March 16, 2018
Randy L. Taylor (Principal Financial Officer)
/s/ TODD A. VALLI Chief Accounting Officer March 16,2018
Todd A. Valli (Principal Accounting Officer)

/s/ E. MILES KILBURN Chairman of the Board and Director March 16, 2018
E. Miles Kilburn

/s/ GEOFFREY P. JUDGE Director March 16, 2018
Geoffrey P. Judge

/s/ RONALD V. CONGEMI Director March 16, 2018

Ronald V. Congemi

/s/ EILEEN F. RANEY Director March 16,2018
Eileen F. Raney

/s/ LINSTER W. FOX Director March 16, 2018

Linster W. Fox
Director March 16,2018

Maureen T. Mullarkey
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