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PRESENTATION OF FINANCIAL AND OTHER INFORMATION
In this annual report, except as otherwise indicated or as the context otherwise requires, the “Company”, “we”, “us” and “our
refers to CryptoLogic Limited (“CryptoLogic”) and its operating subsidiaries.

Pursuant to a business reorganization implemented by way of an Ontario Superior Court of Justice court approved
plan of arrangement (the “Arrangement”) and approved by the shareholders on May 24, 2007, CryptoLogic acquired
control over all of the issued and outstanding common shares of CryptoLogic Inc., an Ontario company, which
through the Arrangement became an indirect subsidiary of CryptoLogic. As part of the Arrangement, the Company
issued either an equivalent amount of CryptoLogic ordinary shares (“Ordinary Shares”) or, in the case of taxable
Canadian residents, exchangeable shares (“Exchangeable Shares”) of CryptoLogic Exchange Corporation (“CEC”), an
indirect subsidiary of CryptoLogic. The Exchangeable Shares are, as nearly as practicable, the economic equivalent

of the Ordinary Shares. The holders of Exchangeable Shares and Ordinary Shares participate equally in voting and
dividends. No additional Exchangeable Shares have been or will be issued.

For accounting purposes, the Arrangement has been accounted for using the continuity of interest method, which
recognizes CryptoLogic as the successor entity to CryptoLogic Inc. Accordingly, financial information presented in
the annual report reflects the financial position, results of operations and cash flows as if CryptoLogic has always
carried on the business formerly carried on by CryptoLogic Inc., with all assets and liabilities recorded at the carrying
values of CryptoLogic Inc. The interest held by Exchangeable Shareholders has been presented as a non-controlling
interest in the consolidated financial statements, as required under International Financial Reporting Standards (“IFRS”).

Our consolidated financial statements have been prepared in accordance with IFRS, which are different from generally
accepted accounting principles in the United States (“US GAAP”) and may not be comparable to financial statements of
United States companies. We have availed of the exemption under SEC rules to prepare consolidated financial
statements without a reconciliation to US GAAP as at and for the three year period ended December 31, 2011 as the
Company is a foreign private issuer and the consolidated financial statements have been prepared in accordance with
IFRS as issued by the International Accounting Standards Board.

In this annual report, all currency refers to US Dollars (US$) and all information is as of March 16, 2012 unless
indicated otherwise.

Percentages and some amounts in this annual report have been rounded for ease of presentation. Any discrepancies
between totals and the sums of the amounts listed are due to rounding.

Information contained in this annual report concerning the industry in which we operate has been obtained from
publicly available information from third party sources (including Global Betting and Gaming Consultants, March
2009, or “GBGC”). Although we believe such information is reliable, we have not had such information verified by any
independent source.

This annual report contains trade names, trademarks, registered marks, and service marks including DC Comics™,
Superman™, Wonder Woman™, Marvel™, Jenga™, Batman™, Spider-Man™, The Hulk™, Paramount™, Braveheart™
Gump™ belonging to us and other companies. All trademarks, trade names, registered marks, and service marks
appearing in this annual report are the property of their respective holders.
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CAUTIONARY STATEMENT REGARDING FORWARD-LOOKING INFORMATION

This annual report contains forward-looking statements within the meaning of Section 27A of the US Securities Act of
1933, as amended, and Section 21E of the US Securities Exchange Act of 1934, as amended, adopted pursuant to the
Private Securities Litigation Reform Act of 1995. Statements that are not purely historical may be forward-looking,
including statements regarding our expectations, objectives, anticipations, estimations, intentions, plans, hopes,
beliefs, or strategies regarding the future. Such forward-looking statements include, but are not limited to:

the financial or business impact of new or amendments to legislation or regulation in individual countries or by
multi-jurisdictional governmental organizations;

the impact of the loss of key licensees;
the success of Instant Click as a platform enabling deployment of titles from our suite of games;
the ability to control our recurring cost base;
the ability to expand the network of licensees and channel partners;
the ability to expand our offerings to platforms to include mobile, and government licensed in-hotel room systems;

the ability to leverage existing partnerships for potential future growth based upon both the brand recognition and
loyalty associated with these partners and their unique and distinctive intellectual property;

expected revenue growth from Branded Games and Hosted Casino licensing in 2012;
potential new revenue sources in 2012 from gambling sites and new product launches;

the impact of potential legal proceedings upon our business; and
statements that include the words “may”, “will”, “plans”, “estimates”, “anticipates”, “believes”, “expects”, “intends” and oth
words.

We cannot guarantee that any forward-looking statement will be realized, although we believe we have been prudent
in our plans and assumptions. Achievement of future results is subject to risks, uncertainties, and potentially
inaccurate assumptions. These risks and uncertainties include, among others, those discussed in “Item 3. Key
Information — Risk Factors™ of this annual report, (including without limitation, risks associated with i) existing and
potential future changes to government regulation, ii) the current global financial condition, iii) legal proceedings, iv)
foreign exchange fluctuations, and v) competition) as well as our consolidated financial statements, related Notes, and
the other financial information appearing elsewhere in this annual report and our other documents we file with or
furnish to the Securities and Exchange Commission. Should known or unknown risks or uncertainties materialize, or
should underlying assumptions prove inaccurate, actual results could differ materially from past results and those
anticipated, estimated or projected. You should bear this in mind as you consider forward-looking statements. We
undertake no obligation to publicly update forward-looking statements, whether as a result of new information, future
events, or otherwise.

2
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PARTI

ITEM 1. IDENTITY OF DIRECTORS, SENIOR MANAGEMENT AND ADVISERS

Not Applicable.

ITEM 2. OFFER STATISTICS AND EXPECTED TIMETABLE

Not Applicable.

ITEM 3. KEY INFORMATION

SELECTED FINANCIAL DATA

The following financial information of our Company, expressed in US dollars unless otherwise indicated, is only a
summary and should be read in conjunction with, and is qualified in its entirety by reference to, our audited annual
consolidated financial statements and the related notes, which are included in this annual report. The selected

historical financial data set forth below as of and for each of the years ended indicated has been derived from our
consolidated financial statements.

Canadian Canadian Canadian

IFRS IFRS GAAP GAAP GAAP
For the Years Ended December 31, 2011 2010 2009 2008 2007
(In thousands, except per share disclosure)
Revenue $27,253 $25,988 $39,794 $61,526 $73,659
Total comprehensive income/(loss) $6,455 $(21,621 ) $(38,473 ) $(35.414 ) $6,499
Basic earnings /(loss) per share $0.47 $(1.56 ) $(2.78 ) $(2.55 ) $0.47
Diluted earnings /(loss) per share $0.47 $(1.56 ) $(2.78 ) $(2.55 ) $0.47
Basic weighted average number of shares 13,820 13,820 13,820 13,888 13,891
Diluted weighted average number of shares 13,830 13,820 13,820 13,888 13,907
Total assets $35,802 $37,545 $63,370 $105,806 $170,633
Total equity $24,538 $18,041 $39,744 $78,822 $118,997
Share capital $34,246 $34,129 $33,916 $33,552 $33,407
Dividends per share $— $- $0.07 $0.39 $0.48

Our financial statements have been prepared in accordance with IFRS. The comparison figures for 2007 to 2009 were
prepared in accordance with Canadian generally accepted accounting principles (“Canadian GAAP”), our previous
reporting standards. We have availed of the exemption under SEC rules to prepare consolidated financial statements
without a reconciliation to US GAAP as at and for the three year period ended December 31, 2011 as the Company is

a foreign private issuer and the consolidated financial statements have been prepared in accordance with IFRS. The
significant measurement differences between Canadian GAAP and US GAAP were described in the notes to the
consolidated financial statements in respect of each of the years presented. If the Company had followed US GAAP,
certain items in the consolidated financial statements would have been reported as follows:

For the Years Ended December 31, 2009 2008 2007
(In thousands, except per share disclosure)

Net earnings/(loss) $ (39,632 ) $ (35,724 ) $ 6,611
Basic earnings/(loss)/ per share $ (2.87 ) $ (2.57 ) $ 0.48

11
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$ (2.87 ) $ (2.57

) $

0.48
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RISK FACTORS

An investment in the Company involves significant risks. Accordingly, prospective investors should consider
carefully the specific risk factors set out below in addition to the other information contained in this document before
investing in the Company. Additional risks and uncertainties not presently known to CryptoLogic, or that the Board
currently considers immaterial, may also affect the business, financial condition, results or future operations of the
Company and the trading price of the Ordinary Shares. If any of the following risks materialize, the business,
financial conditions, results or future operation could be materially and adversely affected. In such circumstances, the
trading price of the Ordinary Shares could decline and investors could lose part or all of their investment. Before
making any investment decision, prospective investors are advised to consult an independent adviser who specializes
in advising upon investments.

Current and future legislation and court decisions may have a material impact on our operations and financial results

The Company and our licensees are subject to applicable laws in the jurisdictions in which they operate. The
Company holds government licenses issued by Malta and Denmark to operate Internet gambling sites. Our Hosted
Casino licensees and our Branded Games licensees hold similar licenses issued by various jurisdictions. Some
countries have introduced regulations attempting to restrict or prohibit Internet gambling, while others have taken the
position that Internet gambling should be regulated and have adopted or are in the process of considering legislation to
enable that regulation.

While the United Kingdom (“UK”) and other European countries such as Malta and Gibraltar have adopted a regime
which permits their licensees to accept wagers from any jurisdiction, other countries, including Italy, France, Spain
and Denmark have, or are in the process of, implementing regimes which only permit the targeting of the domestic
market provided a local license is obtained and local taxes accounted for. Other European territories continue to
defend a licensing regime that protects monopoly providers and have combined this with an attempt to outlaw all
other supplies. Either of these restrictive approaches may yet be deemed to be in potential conflict (in any specific
jurisdiction) with European Union (“EU”) treaty law (governing the free movement of trade and services throughout the
EU) and case law rendered by the European Court of Justice (the “ECJ”), but recent ECJ decisions have given EU
Member States wide latitude in regulating the online gambling markets. Over the past several years, the European
Commission (the “EC”) has attempted to prompt the introduction of directives that would harmonize online gambling
within the EU, which is in line with the EC’s stated goal of encouraging a free and open cross-border market. In early
2011, the EC’s Internal Market Commissioner, Michel Barnier, began an EU-wide consultation and review process on
online gambling regulation. Harmonization in the area of online gambling, however, has met with substantial
opposition in the past, and there can be no certainty that the consultation and review will recommend such
harmonization or that any recommendation of harmonization will be adopted. There is, therefore, no indication that
any such harmonization will be achieved in the near term. Contemporaneous with its efforts to harmonize European
online gambling laws, the EC has initiated infringement proceedings against various member states in relation to
perceived breaches of Article 56 of the Treaty on the Functionality of the EU (which article enshrines the principle of
freedom of movement of services), but in most cases these have not reached conclusion.

As companies and consumers involved in Internet gambling are located around the globe, including our licensees and
their players, there is uncertainty regarding which government has authority to regulate or legislate the industry. The
Unlawful Internet Gambling Enforcement Act (“UIGEA”), which is designed to prohibit payments relating to Internet
gambling was enacted on October 13, 2006 in the United States, and similar legislation may be adopted in other
jurisdictions.

Future legislative and court decisions may have a material impact on our operations and financial results. There is a
risk that governmental authorities may view us or our licensees as having violated their local laws, despite

13
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CryptoLogic’s contractual requirement that each of its licensees is appropriately licensed to operate its Internet
gambling business. Therefore, there is a risk that civil and criminal proceedings, including class actions brought by or

on behalf of prosecutors or public entities, incumbent monopoly providers, or private individuals, could be initiated

against us, our licensees, Internet service providers, credit card processors, advertisers and others involved in the

Internet gambling industry. Such potential proceedings could involve substantial litigation expense, penalties, fines,

seizure of assets, injunctions or other restrictions being imposed upon us or our licensees or other business partners,

while diverting the attention of key executives. Such proceedings could have a material adverse effect on our

business, revenues, operating results and financial condition as well as impact upon our reputation.

There can be no assurance that legally enforceable prohibiting legislation will not be proposed and passed in
jurisdictions relevant or potentially relevant to our business to legislate or regulate various aspects of the Internet or
the Internet gambling industry (or that existing laws in those jurisdictions will not be interpreted
negatively). Compliance with any such legislation may have a material adverse effect on our business, financial
condition and results of operations, either as a result of our determining that a jurisdiction should be blocked, or
because a local license may be costly for us or our licensees to obtain and/or such licenses may contain other
commercially undesirable conditions.

4
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There have recently been a number of legal developments associated with the manner in which the business of
gambling, and in particular, Internet gambling, is treated in the UK and Continental Europe. Some of these
developments can be considered as positive and some as negative. In this regard a brief summary of the regulatory
situation in the UK, Europe, and the United States follows:

United Kingdom

In September 2007, the UK Gambling Act came into force, which regulated online gambling for the first time in that
jurisdiction. Most of the underlying codes in relation to entities established in the UK, or marketing into the UK have
been enacted. However, there is no assurance that the UK regulatory regime as interpreted by the Gambling
Commission, the Gambling Act’s independent regulator, will provide a commercially-viable market and may create
restrictions that would have a material adverse effect on CryptoLogic’s customers, business, revenues, operating results
and/or financial condition. Indeed, the Department of Culture Media and Sport (the “DCMS”) (the government body
with responsibility for overseeing gambling), has announced that it may reconsider one of the main tenets of the
Gambling Act, namely that if an online gambling operator were regulated either in Europe or in a jurisdiction
approved by the DCMS (the so called “white listed” jurisdictions) such an operator could fully target the UK gambling
market. The DCMS is in the process of conducting a review of online gambling and is expected to publish the results
of this review in the next few months, and the minister responsible in the DCMS for gambling stated that the
Government was aiming to file remote gambling legislation in the next parliamentary session. It seems likely that the
DCMS will recommend that it will require entities not licensed in the UK to acquire some form of additional
accreditation to access the UK market and/or pay taxes in the UK.

Continental Europe
France

The French law authorizing the licensing of online gambling operators came into effect in April 2010, and the first
licenses were issued in June 2010. Licenses are currently available only in relation to poker games and
sportsbook. The French authorities have adopted an aggressive enforcement stance against those operators that
attempt to operate in France without a French license. Moreover, the licenses are subject to undesirable commercial
terms, such as limits on maximum payouts and high levels of tax. Moreover, all poker play can only be amongst
French customers, which severely impedes liquidity.

Germany

Online gambling was expressly prohibited in Germany by the State Gambling Treaty of 2008, under which an
operator is liable to civil or administrative sanctions. Article 284 of the German Criminal Code, which applies
criminal sanctions to operators who provide online gambling services into Germany without a form of authorization,
has been the subject of legal debate over the purported breadth of its application.

Conflicting domestic court decisions on the legality of domestic law relating to online gambling (in light of the
uncertainty of the application of Article 284 of the Criminal Code to online gambling businesses licensed outside of
Germany, in particular by other EU member states, and the legality of the State Gambling Treaty under EU law) has
led to uncoordinated enforcement action.

In September 2010, the ECJ handed down two judgments that call into question the enforceability of the State
Gambling Treaty under EU law. Moreover, the State Gambling Treaty expired on 31 December 2011, requiring
Germany to address again the issue of online gambling. Although fifteen of Germany’s sixteen regional governments
agreed a new State Gambling Treaty that attempts to prohibit internet poker and casinos and imposes a tax regime

15
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considered unattractive by many operators, the regional government of Schleswig-Holstein has introduced its own
licensing regime which attempts to offer an unlimited number of licenses in betting, casino and poker, with a more
attractive tax regime. The divergence between Schleswig-Holstein and the other fifteen regions has created
uncertainty as to the status of the regulation of online gambling in Germany. In addition, the new State Gambling
Treaty may also be subject to challenge in the ECJ. There can be no certainty, therefore, as to what form regulation of
online gambling in Germany will take, and whether Germany will continue to ban online gambling or provide
licensing of online gambling, nor can there be any certainty as to the terms of licensing (or commercial viability of
any license) in the event that licensing is implemented throughout Germany.

Italy

Italy introduced a licensing regime in 2010, which allows licenses for online casino games as well as sports betting
and poker. The administrative, technical, tax and financial burdens, however, associated with these licenses are
high. Moreover, there can be no guarantee that the Company's licensees will be successful in obtaining an Italian
license, nor that the Company's games will be approved under the Italian licensing regime. The Company and its
licensees remain at risk that
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Italy may take aggressive action against parties whose operations are not licensed pursuant to the regulatory regimes
established by Italy.

Spain

In May 2011, Spain approved a new online gambling licensing regime which licenses online casinos and poker, but
not online slot machine-type games, and imposes taxes and fees on the operators. The Company and its licensees
remain at risk that Spain may take aggressive action against parties whose operations are not licensed in Spain.

The Netherlands

The Dutch government has consistently taken steps to support and protect its state-sponsored casino operator’s
(Holland Casino) monopoly, including taking legal action against Internet gambling operators. In addition, an

announcement in 2009 by the Dutch Minister of Justice to the effect that payment support by Dutch banks of online

gambling was unlawful (and precluded by existing law) caused a number of operators to be blocked from the

territory. This cautious approach has been further exacerbated by the judgment of the ECJ in June 2010, following the

negative opinion of Advocate General Bot, upholding the Dutch regulations as not inconsistent with EU law, in the

case referred to the ECJ by Betfair and Ladbrokes. In the event that the Dutch courts implement the ECJ decision and

the government seeks to take further steps to protect the online business of Holland Casino by discouraging other

operators from operating in the Dutch marketplace, either through changes in legislation or enforcement measures, the

Company and its licensees could be adversely impacted. In March 2011, the Dutch government announced proposals

to grant licenses for Internet gambling in the Netherlands and, in December 2011, the Dutch parliament passed a bill

establishing a new Dutch Gaming Authority to be operational from April 2012. Nevertheless, these proposals to

license Internet gambling are at a preliminary stage and subject to the Dutch parliament’s approval. Therefore, there
can be no guarantee that the Dutch government will implement a licensing regime or that the terms of such licenses,

including the tax and technical requirements thereof, would create commercially viable conditions for online

operators.

Scandinavia

Governments in most Scandinavian countries have attempted to discourage their citizens from gambling with online
operators by taxing their citizens’ winnings. Generally speaking, winnings realized through a state sponsored operator
are not taxable, but winnings from other sources can be subject to inconsistent application of taxation law in relation
to domestic and non-domestic products in the EU Until such time as the tax authorities in the various countries make
an official pronouncement on the manner in which these tax laws will be applied, it is unclear as to what impact these
tax policies will have on the business of the Company or its licensees. In Norway, the government has specifically
banned payment support of online gambling which came into force in 2010. The ban means only payment support of
state-owned gambling services will remain legal. Sweden prohibits advertising by foreign gambling operators. In
Denmark, the Danish parliament has approved a licensing regime for online gambling, which came into effect on
January 1, 2012. The Company applied for and received a Danish license, effective January 1, 2012. However, there
can be no guarantee that the Company's licensees will also be successful in obtaining a Danish license, nor that the
Danish licensing regime or the terms of such licenses, including the tax and technical requirements thereof, will
remain commercially viable for online operators.

United States
Since the enactment of UIGEA in October 2006, the Company has prohibited its licensees from taking any wagers
from US residents. UIGEA sought to clarify the illegality of processing or transferring any funds connected with

unlawful Internet gambling, although some US enforcement agencies claimed that previous existing legislation
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similarly outlawed these activities. Given that the Company had previously derived licensing revenue and provided
payment processing solutions (through its e-cash services) on behalf of some licensees who took wagers from the US,
there is no guarantee that the US Department of Justice will not seek to prosecute the Company, its officers or
directors for alleged historical transgressions or similarly prosecute its licensees or their directors or
shareholders. Such proceedings could result in criminal penalties, substantial fines, damages and sequestration of
assets. They also could damage the reputation of the Company, divert the attention of the Company’s key executives
and have a material adverse effect on the business, revenues, operating results and/or financial condition of the
Company. Although there have been a number of recent proposals in various states for intra-state only online
gambling licensing regimes, there can be no guarantee that any such proposals will ultimately be successful and there
remain doubts as to the compatibility of such a regime with federal law. Moreover, such limited markets or the terms
and conditions of such proposed licensing regimes, may not be commercially viable for online operators.

The loss of a major payment option could limit our ability to accept deposits.
With the enactment of UIGEA, financial institutions in the US ceased to accept online gambling transactions. There

can be no assurance that other financial institutions or credit card issuers outside the US will not enact additional
restrictions. The
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loss of a major payment option would have a material adverse effect on our business, revenues, operating results and
financial condition.

There can be no assurance that the systems and protective measures we have in place will or can guarantee protection
against fraudulent activities and unauthorized access from minors.

There can be no assurance that the systems and protective measures we have in place will or can guarantee protection
against fraudulent activities and unauthorized access from minors, which could have a material adverse effect on our
reputation, business, revenue, operating results and financial conditions. We attempt to mitigate these concerns with
systematic controls and a dedicated anti-fraud team.

In addition to regulations pertaining specifically to online gambling, we may become subject to any number of laws
and regulations that may be adopted with respect to the Internet and electronic commerce.

In addition to regulations pertaining specifically to online gambling, we may become subject to any number of laws
and regulations that may be adopted with respect to the Internet and electronic commerce. New laws and regulations
that address issues such as user privacy, pricing, online content regulation, taxation, advertising, intellectual property,
information security, and the characteristics and quality of online products and services may be enacted. As well,
current laws, which predate or are incompatible with the Internet and electronic commerce, may be applied and
enforced in a manner that restricts the electronic commerce market. The application of such pre-existing laws
regulating communications or commerce in the context of the Internet and electronic commerce is
uncertain. Moreover, it may take years to determine the extent to which existing laws relating to issues such as
intellectual property ownership and infringement, libel and personal privacy are applicable to the Internet.

The adoption of new laws or regulations relating to the Internet, or particular applications or interpretations of existing
laws, could decrease the growth in the use of the Internet, decrease the demand for our products and services, increase
our cost of doing business or could otherwise have a material adverse effect on our business, revenues, operating
results and financial condition.

Current global financial conditions have been characterized by increased volatility and several financial institutions
have either gone into bankruptcy or have had to be rescued by governmental authorities. Access to public financing
has been negatively impacted by both the rapid decline in the value of sub-prime mortgages and the liquidity crisis
affecting the asset-backed commercial paper market.

Current global financial conditions have been characterized by increased volatility and several financial institutions
have either gone into bankruptcy or have had to be assisted by governmental authorities. Access to public financing
has been negatively impacted by both the rapid decline in value of sub-prime mortgages and the liquidity crisis
affecting the asset-backed commercial paper market. As a result, several major economies have been in prolonged
recessions, including but not limited to, the United Kingdom, as well as Ireland, where the Company is
headquartered. If these economies do not recover in a timely manner, future revenues may be adversely
impacted. Secondly, the disruption to the global finance markets may impact the ability of the Company to obtain
equity or debt financing in the future on terms favorable to the Companys, if at all. If such increased levels of volatility
and market turmoil continue, the Company’s operations could be adversely impacted and the trading price of the
Ordinary Shares may be adversely affected.

There can be no assurance that the Internet infrastructure or the Company’s own network systems will continue to be

able to support the demands placed on it by the continued growth of the Internet, the overall online gambling industry
or of our customers.
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The growth of Internet usage has caused frequent interruptions and delays in processing and transmitting data over the
Internet. There can be no assurance that the Internet infrastructure or the Company’s own network systems will
continue to be able to support the demands placed on it by the continued growth of the Internet, the overall online
gambling industry or of our customers.

The Internet’s viability could be affected if the necessary infrastructure is not sufficient, or if other technologies and
technological devices eclipse the Internet as a viable channel.

End-users of our software depend on Internet Service Providers (“ISPs”), online service providers and our system
infrastructure for access to the Internet gambling sites operated by the Company and our licensees. Many of these
services have experienced service outages in the past and could experience service outages, delays and other
difficulties due to system failures, stability or interruption. The Company and/or our licensees may lose customers as

a result of delays or interruption in service, including delays or interruptions relating to high volumes of traffic or
technological problems. As a result, we

7
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may not be able to meet service levels that we have contracted for, putting us in breach of contractual commitments,
which in turn could materially adversely affect our business, revenues, operating results and financial condition.

The demand and acceptance for new products and services are subject to a level of uncertainty and growing
competition.

The Internet gambling industry continues to evolve rapidly. The demand and acceptance for new products and
services are subject to a level of uncertainty and growing competition, and if our services do not continue to receive
market acceptance, our business, revenues, operating results and financial condition could be materially adversely
affected.

Our Internet gambling software and electronic commerce services are reliant on technologies and network systems to
handle transactions and user information securely over the Internet, which may be vulnerable to system intrusions,
unauthorized access or manipulation.

Our Internet gambling software and electronic commerce services are reliant on technologies and network systems to
handle transactions and user information securely over the Internet, which may be vulnerable to system intrusions,
unauthorized access or manipulation. As increasingly sophisticated and new ways to commit fraud are devised, our
security and network systems may be tested and subject to attack. We have experienced such system attacks in the
past and implemented measures to protect against these intrusions. However, there is no assurance that all such
intrusions or attacks will or can be prevented in the future, and any system intrusion/attack may cause a delay,
interruption or financial loss, which could have a material adverse effect on our business, revenue, operating results
and financial condition.

If ISPs experience service interruptions, communications over the Internet may be interrupted and impair our ability to
carry on business.

Our electronic commerce product relies on ISPs to allow our and our licensees’ customers and servers to communicate
with each other. If ISPs experience service interruptions, communications over the Internet may be interrupted and

impair our ability to carry on business. In addition, our ability to process e-commerce transactions depends on bank

processing and credit card systems. Any system failure as a result of reliance on third parties, including network,

software or hardware failure, which causes a delay or interruption in our e-commerce services could have a material

adverse effect on our business, revenues, operating results and financial condition.

The Company and the licensees of our software and services compete with existing and established recreational
services and products, in addition to other forms of entertainment.

The Company and the licensees of our software and services compete with existing and established recreational
services and products, in addition to other forms of entertainment. Our success will depend, in part, upon our ability
to keep pace with technological developments, respond to evolving customer requirements and achieve continued
market acceptance.

We compete with a number of public and private companies, which provide electronic commerce and/or Internet
gambling software. In addition to known current competitors, traditional land-based casino operators and other
entities, many of which have significant financial resources, an entrenched position in markets and name-brand
recognition, may provide Internet gambling services in the future, and thus become our competitors. As well, such
companies may be able to require that their own software, rather than the software of others, including our gambling
software or our e-cash systems and support, be used in connection with their payment mechanisms.
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The barriers to entry into most Internet markets are relatively low, making them accessible to a large number of
entities and individuals.

Increased competition from current and future competitors has and may in the future result in price reductions and
reduced margins, or may result in the loss of our market share, any of which could materially adversely affect our
business, revenues, operating results and financial condition.

In fiscal 2011, our top 7 licensees accounted for approximately 80% (2010: 81%) of our total revenue before
amortization. In addition, all our key licensees operate from a limited number of licensing jurisdictions.

In fiscal 2011, our top 7 licensees accounted for approximately 80% (2010: 81%) of our total revenue before
amortization. In addition, all our key licensees operate from a limited number of licensing jurisdictions. The loss of
one or more of these key licensees, or the loss of their license to operate in the limited number of licensing
jurisdictions, could have a material adverse effect on our business, revenues, operating results and financial condition.

8
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Contracts are subject to renewal, renegotiation and may be contingent on certain performance requirements. There
can be no assurance that license agreements will be renewed or that there will not be a material change in the terms of
the contracts, which could adversely affect our business, revenues, operating results and financial condition.

Licensing contracts generally have multi-year terms and have renewal provisions, which provide us with a long-term
ongoing revenue stream. Contracts are subject to renewal, renegotiation and may be contingent on certain
performance requirements. There can be no assurance that license agreements will be renewed or that there will not
be a material change in the terms of the contracts, which could adversely affect our business, revenues, operating
results and financial condition.

Similar issues exist in respect of brand licensing agreements. Our Branded Games business is dependent on our
ability to continue to incorporate into our Branded Games the intellectual property licensed to us by brand licensors,
such as Marvel Comics, DC Comics, a division of Warner Bros., and Paramount Digital Entertainment. There can be
no assurance that key brand license agreements will be renewed or that there will not be a material change in the terms
of the contracts, which could adversely affect our business, revenues, operating results and financial condition.

Disputes may also develop with respect to contracts with other parties, including licensees, brand licensors or games
development companies, which, if resolved unfavorably to the Company, could adversely affect our business,
revenues, operating results and financial conditions.

We are subject to exposure in regard to chargebacks, which may also result in possible penalties and elimination of
payment options.

We are subject to exposure in regard to chargebacks, which may also result in possible penalties and elimination of

payment options. Chargebacks refer to any deposit transaction credited to a user’s account that is later reversed or
repudiated. While the Company has various control measures which seek to minimize exposure to chargebacks, it is

not possible entirely to eliminate or prevent chargebacks, and a materially increased incidence of chargebacks could

have a material adverse effect on our business, revenues, operating results and financial conditions.

There are certain difficulties and risks inherent in doing business internationally, including the burden of complying
with multiple and conflicting regulatory requirements, foreign exchange controls, potential restrictions or tariffs on
gambling activities that may be imposed.

There are certain difficulties and risks inherent in doing business internationally, including the burden of complying
with multiple and conflicting regulatory requirements, foreign exchange controls, potential restrictions or tariffs on
gambling activities that may be imposed, potentially adverse tax consequences and tax risks, and changes in the
political and economic stability, regulatory and taxation structures, and the interpretation thereof, of jurisdictions in
which we and our licensees operate, and in which our and our licensees’ customers are located, all of which could have
a material adverse effect on our business, revenues, operating results and financial condition.

There can be no assurance that we will be able to sustain or increase revenue derived from international operations or
that we will be able to penetrate linguistic, cultural or other barriers to new foreign markets.

Fluctuations in the exchange rate of world currencies could have a negative effect on our reported results.
Our financial results are reported in US dollars, which is subject to fluctuations as against the value of the currencies
in which we operate, including British pounds, euro, and Canadian dollars. Fluctuations in the exchange rate of world

currencies could have a negative effect on our reported results. There can be no assurance that we will not experience
currency losses in the future, which could have a material adverse effect on our business, revenues, operating results
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and financial condition.

Our effective tax rate in the future could be adversely affected by changes in the mix of earnings in countries with
differing statutory tax rates, changes in the valuation of deferred tax assets and liabilities and changes in tax laws.

We are subject to income taxes in Ireland, Canada, Cyprus, Malta and other jurisdictions. Our tax calculations
involve estimates in several areas including, but not limited to, transfer pricing. Tax authorities may disagree with our
estimates and assess additional taxes, which could have a material adverse effect on our results and financial
condition. In addition, our effective tax rate in the future could be adversely affected by changes in the mix of
earnings in countries with differing statutory tax rates, changes in the valuation of deferred tax assets and liabilities
and changes in tax laws. In particular, the carrying value of future tax assets is dependent on our ability to generate
future taxable income in the jurisdiction where we have recognized the deferred tax assets.

9
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We may be involved in litigation arising in the ordinary course of business. The outcome of such matters cannot be
predicted with certainty, and could have a material adverse effect on our business, revenues, operating results and
financial condition.

We are involved in litigation arising in the ordinary course of business. The outcome of such matters cannot be
predicted with certainty, and could have a material adverse effect on our business, revenues, operating results and
financial condition.

Moreover, from time to time, third parties have asserted and may continue to assert patent, trademark, copyright and
other intellectual property rights to technologies or business methods that we consider important. There can be no
assurance that the assertion of such claims will not result in litigation or that we would prevail in any such litigation or
be able to obtain a license for the use of any infringed intellectual property from a third party or, if such a license is
required, that it would be available on terms acceptable to us.

In December 2010, a significant supplier of games delivered to the Company a notice of arbitration relating to the
agreement between the two companies. In February 2011, the Company delivered to the supplier a notice of
termination of the agreement, to take effect from March 2011. Notwithstanding this termination, in April 2011, a
non-binding memorandum of understanding setting out a commercially acceptable solution was signed between the
parties with the aim of concluding a binding agreement. In June 2011, such binding agreement was concluded and
signed.

In February 2011, a brand licensor delivered to the Company a notice purporting to terminate the brand license
agreement between the two companies, claiming that the Company had breached such agreement. In May 2011, the
brand licensor reaffirmed its position that the brand license agreement is terminated. The Company believes there is
no breach that warrants termination of the agreement. In June 2011, the Company filed suit against the brand licensor
seeking judgment that any breach was cured and the agreement remains in force. In October 2011, the brand licensor
answered the complaint, denying any cure and filed a countersuit seeking monetary damages for the alleged breach of
the agreement and a declaration that the agreement has been terminated. This litigation is ongoing.

Our competitive position is dependent in part upon our ability to protect our proprietary technology.

We rely on a combination of laws and contractual provisions to establish and protect our rights in our software and
proprietary technology. We believe that our competitive position is dependent in part upon our ability to protect our
proprietary technology. We regard our source code as proprietary information, trade secrets and unpublished
copyrighted works. Despite our precautions and measures implemented to protect against such attempts, unauthorized
parties may have or could in the future copy or otherwise reverse engineer portions of our products or otherwise
obtain and use information that we regard as proprietary.

Our Company has patents and trademarks in certain jurisdictions and is in the process of applying for further
trademark registrations and patents, which may provide such protection in relevant jurisdictions. However, there can
be no assurance that this will be sufficient to protect our proprietary technology fully. In addition, certain provisions
of our license agreements, including provisions protecting against unauthorized use, transfer and disclosure, may be
found to be unenforceable in certain jurisdictions.

We also have a proprietary interest in our name. The names “CryptoLogic” and “WagerLogic” have become known in the

Internet gambling industry. Accordingly, our competitive position could be affected if our name were
misappropriated and our reputation in any way compromised.
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There can be no assurance that the steps we have taken to protect our proprietary rights will be adequate to deter
misappropriation of our technology or independent development by others of technologies that are substantially
equivalent or superior to our technology. Any misappropriation of our name, technology or development of
competitive technologies could have a material adverse effect on our business, revenues, operating results and
financial condition.

We may infringe upon the intellectual property rights of third parties.

Due to the complex, sophisticated and global nature of the business, there can be no assurance that there has been no

breach of third parties’ intellectual property rights by the Company, and any adverse judgment in this regard could
have a material adverse effect on our business, revenues, operating results and financial condition.

Our future success is dependent on certain key management and technical personnel.

Our future success is dependent on certain key management and technical personnel. The loss of these individuals or

the inability to attract and retain highly qualified employees and advisors could have a material adverse effect on our

business, revenues, operating results and financial condition.
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Our future success is dependent on the ability to retain and hire personnel.

Our future success is dependent on the ability to retain and hire personnel. In March 2011, the Company announced
the appointment of Deloitte Corporate Finance to act as its independent financial adviser to assist it with a strategic
review encompassing a range of options available to the Company from continuing as an independent entity through
to the sale of part or all of its business, as well as to provide advice with respect to any potential transaction. In
February 2012, a recommended cash offer from Amaya Gaming Group Inc. for the entire issued and to be issued share
capital of CryptoLogic was announced at a price of $2.535 per Ordinary Share.

The strategic review process and the announcement of an offer for the Company, may create uncertainty amongst
personnel. The ability of the Company to retain such personnel or to hire replacement personnel should certain
personnel depart may be adversely affected by such uncertainty, which could have a material adverse effect on our
business, revenues, operating results and financial condition.

The challenges of our business and the increasing complexity of our product offerings, coupled with the rapid
evolution of our markets, are expected to continue to place a significant strain on our management and operational
resources and to increase demands on our internal systems, procedures and controls.

The challenges of our business and the increasing complexity of our product offerings, coupled with the rapid
evolution of our markets, are expected to continue to place a significant strain on our management and operational
resources and to increase demands on our internal systems, procedures and controls. Our future operating results will
depend on management’s ability to develop and manage growth, enhance our products and services to respond to
market demand, deal with competition and evolving customer requirements, manage our system infrastructure and
requirements to meet the growing demands of our business, hire and retain significant numbers of qualified
employees, accurately forecast revenues and control expenses. A decline in our revenues without a corresponding and
timely slowdown in our expenses, or our inability to manage or build future growth efficiently, could have a material
adverse effect on our business, revenues, operating results and financial condition.

The market price of our Ordinary Shares has experienced significant fluctuation and may continue to fluctuate
significantly.

The market price of our Ordinary Shares has experienced significant fluctuation and may continue to fluctuate
significantly. The market price of our Ordinary Shares may be adversely affected by various factors, such as proposed
Internet gambling legislation or enforcement of existing laws, the loss of a customer, the announcement of new
products or enhancements, innovation and technological changes, quarterly variations in revenue and results of
operations, changes in earnings estimates by financial analysts, speculation in the press or analyst community and
general market conditions or market conditions specific to particular industries, including the Internet and gambling.

In addition, the stock market has from time to time experienced extreme price and volume fluctuations. These
company-specific or broad market fluctuations may adversely affect the market price for our Ordinary
Shares. Anti-online gambling legislation could also impact our ability to remain listed.

Although our Ordinary Shares are listed and traded on the Toronto Stock Exchange, the NASDAQ Global Select
Market and the London Stock Exchange’s Main Market, this should not imply that there will always be a liquid market
in our Ordinary Shares. In addition, pursuant to the Arrangement, Exchangeable Shares were issued, and are listed
and traded on the Toronto Stock Exchange. Because of separate listings, the trading prices of the Ordinary Shares and
Exchangeable Shares may not reflect equivalent values. Company-specific or broader market fluctuations may
adversely affect the market price of the Exchangeable Shares, and there can be no assurance that there will continue to
be an active market for these securities.
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In February 2012, a recommended cash offer from Amaya Gaming Group Inc. for the entire issued and to be issued

share capital of CryptoLogic was announced at a price of $2.535 per Ordinary Share. The offer is conditional upon,

inter alia, valid acceptances being received by March 28, 2012 in respect of more than 50% in value of CryptoLogic’s
issued share capital and more than 50% of the voting rights attached to CryptoLogic’s issued share capital. In the
absence of the offer completing, the market price of the Ordinary Shares and Exchangeable Shares may be adversely

affected.

The Company is subject to listing requirements in respect of its listings on the NASDAQ Global Select Market, the
Toronto Stock Exchange and the London Stock Exchange Main Market and, in the absence of compliance with all
such listing requirements, may face delisting action with consequent reduction in markets available for its Ordinary
Shares to trade.

11
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The Company is subject to listing requirements in respect of its listings on the NASDAQ Global Select Market, the
Toronto Stock Exchange and the London Stock Exchange Main Market and, in the absence of compliance with all
such listing requirements, may face delisting action with consequent reduction in markets available for its Ordinary
Shares to trade.

Under NASDAQ’s continued listing requirements, a security is considered deficient if it fails to achieve at least a
$1.00 closing bid price for a period of 30 consecutive business days. Global Market issuers are provided one
automatic 180-day period to regain compliance. An issuer can regain compliance by achieving a $1.00 closing bid
price for a minimum of ten consecutive business days. The Company’s closing bid price on NASDAQ was below
$1.00 between March 1, 2011 and March 18, 2011.

Under NASDAQ’s continued listing requirements, an issuer is required to have an audit committee consisting of at
least three independent directors. Upon Mr. Gavagan’s appointment as Interim Chief Executive Officer, he was no
longer considered independent and, accordingly, the Company did not have three independent directors. The

Company reported to NASDAQ that the audit committee comprised only two members. The Company, under

NASDAQ continued listing requirements, rectified this situation at the Annual General Meeting held in June 2011

with the appointment of a third independent director.

The Company incurred significant operating losses and negative cash flows from operations for the three years to
December 31, 2010, which resulted in a decrease in cash and cash equivalents in each year. A reoccurrence of such
operating losses, negative cash flows from operations and decreases in cash and cash equivalents may cast doubt upon
the Company's ability to continue as a going concern.

The consolidated financial statements were prepared on a going concern basis. The going concern basis assumes that
the Company will continue in operation for the foreseeable future and will be able to realize its assets and discharge
its liabilities and commitments in the normal course of business.

The Company incurred significant operating losses and negative cash flows from operations for the three years to
December 31, 2010, which resulted in a decrease in cash and cash equivalents in each year. A reoccurrence of such
operating losses, negative cash flows from operations and decreases in cash and cash equivalents may cast doubt upon
the Company's ability to continue as a going concern.

During 2010, management determined that a material reduction in expenses was necessary in order to preserve cash
and give the Company sufficient time to focus on increasing revenues. Accordingly, the Company made a significant
restructuring effort resulting in a reduction in operating and general and administrative expense, an operating profit
and positive cash flows from operations for the year ended December 31, 2011. However, the Company may incur
further operating losses and negative cash flows in future periods and, if its cash resources and financing options are
insufficient, its ability to operate would be adversely impacted.

ITEM 4. INFORMATION ON THE COMPANY
A. HISTORY AND DEVELOPMENT OF THE COMPANY

The Company originally was formed by articles of amalgamation under the Business Corporations Act (Ontario)
effective March 7, 1996 pursuant to an amalgamation agreement dated January 19, 1996 between Inter.tain.net Inc., a
private corporation, and Biroco Kirkland Mines Limited. Immediately prior to the amalgamation, Biroco Kirkland
Mines Limited did not carry on active operations. On June 28, 1996, we changed our name from “Inter.tain.net Inc.” to
“CryptoLogic Inc.” Currently, the Company operates under the name “CryptoLogic Limited”.
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On June 1, 2007, in order to advance its global strategy, the Company moved its headquarters from Canada to the
Republic of Ireland by forming a new parent company, CryptoLogic, a company incorporated under the laws of
Guernsey with its place of business in Dublin, Ireland. This business reorganization was implemented by way of the
Arrangement. CryptoLogic acquired control over all of the issued and outstanding common shares of CryptoLogic
Inc., which through the Arrangement, became an indirect subsidiary of CryptoLogic.

In February 2011, the Company appointed Deloitte Corporate Finance to act as its independent financial adviser to
assist it with a strategic review encompassing a range of options available to the Company from continuing as an
independent entity through to the sale of part or all of its business, as well as to provide advice with respect to any
potential transaction. During 2011, in connection with the strategic review, a number of parties contacted or were
contacted by Deloitte Corporate Finance. In February 2012, a recommended cash offer from Amaya Gaming Group
Inc. for the entire issued and to be issued share capital of CryptoLogic was announced at a price of $2.535 per
Ordinary Share, a premium of approximately 110% to the closing price of $1.21 per Ordinary Share on NASDAQ on
March 24, 2011, the day prior to the announcement of the strategic review.
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In January 2012, the Company announced that it had acquired, for nominal consideration, the Maltese online
gambling licenses for InterCasino from OIGE, the Company’s largest and longest-standing Hosted Casino licensee,
resulting in the Company becoming an online casino owner. Our registered office is at 11 New Street, St. Peter Port,
Guernsey, GY1 2PF. Our head office is located at Marine House, Clanwilliam Place, Dublin 2, Ireland, and our
telephone number is +353 1 234 0400.

Our head office provides executive and administrative functions to our corporate group. Our subsidiaries, including
WagerLogic companies and Gaming Portals, through their offices in Ireland, Malta and the UK, provide software,
licensing, e-cash systems and support, customer support and marketing support services for our Internet gambling
software to third-party gambling operators. Our Toronto, Canada office provides software development, upgrades and
technical support for WagerLogic.

B. BUSINESS OVERVIEW

CryptoLogic is a publicly traded online gambling software developer and supplier servicing the Internet gambling
market. CryptoLogic, through its wholly-owned subsidiaries, provides software licensing, e-cash management and
customer support services for our Internet gambling software to an international client base (“licensees” or “customers”)
around the world, who operate under government authority where their Internet businesses are licensed.

Founded in 1995, the Company launched the world’s first online casino games that year. With a resilient and scalable
platform, a commitment to developing the best games in the marketplace and complemented with excellent customer
support, the Company thereafter secured an excellent reputation for its product offering.

The enactment in the United States of the Unlawful Internet Gambling Enforcement Act in late 2006, which
effectively banned online gambling in the United States by making it illegal to process the related financial
transactions, had a very significant negative impact on the Company’s revenue. The Company sought to grow its
business internationally and, from 2009, launched a new business model, centered on the Company evolving from
purely a developer and licensor of Internet gambling software on its own network, to one which still develops and
licenses an excellent casino product, but also delivers high-quality, Branded and non-Branded Games to the industry
at large.

The Company faced substantial ongoing challenges in 2010 as it continued its strategy aimed at returning to
profitability and long-term growth against the backdrop of a global economic downturn, continuing disappointing
returns from major Hosted Casino licensees and licensee delays in the roll-out of Branded Games.

By Q1 2010, the Company had incurred eight continuous quarters of significant operating losses and negative cash
flows. Against this backdrop of a continuing decline in revenues and working capital, management determined that a
material reduction in expenses was necessary in order to preserve cash and give the Company sufficient time to focus
on increasing revenues. Accordingly, the Company made a significant restructuring effort, commencing midway
through Q3 2010, and resulting in a reduction of almost 50% in operating and general and administrative expense to
$6.2 million in Q4 2010 from $12.1 million in Q2 2010, the last full quarter before this restructuring.

The focus on cost control continued into 2011 with operating and general and administrative expense averaging $5.8
million per quarter during the year. The breathing space afforded by the restructuring allowed the Company to arrest
the decline in revenues, resulting in the Company reporting, as further analyzed below:

its first annual increase in revenues since 2006;
a turnaround in results from a reported loss of $21.6 million in 2010 to a reported profit of $6.5 million in 2011; and
an increase in cash and cash equivalents during the year from $10.6 million to $16.6 million.
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In February 2011, the Company appointed Deloitte Corporate Finance to act as its independent financial adviser to
assist it with a strategic review encompassing a range of options available to the Company from continuing as an
independent entity through to the sale of part or all of its business, as well as to provide advice with respect to any
potential transaction. During 2011, in connection with the strategic review, a number of parties contacted or were
contacted by Deloitte Corporate Finance. In February, 2012, a recommended cash offer from Amaya Gaming Group
Inc. for the entire issued and to be issued share capital of CryptoLogic was announced at a price of $2.535 per
Ordinary Share, a premium of approximately 110% to the closing price of $1.21 per Ordinary Share on NASDAQ on
March 24, 2011, the day prior to the announcement of the strategic review.

In January 2012, the Company announced that it had acquired, for nominal consideration, the Maltese online
gambling licenses for InterCasino from OIGE, the Company’s largest and longest-standing Hosted Casino licensee,

resulting in the Company becoming an online casino owner.
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MARKETING OPPORTUNITY

We currently market our technology and services through a select sales and marketing strategy whereby we identify
key potential customers that meet our licensee profile, and then contact such prospects directly. We also attend
industry trade shows around the world to generate new prospects, and respond to referrals from existing customers
and other industry participants. CryptoLogic has generally sought licensees with an established brand, an audience
with a propensity to gamble, and sufficient resources and commitment to successfully market the business.

In Hosted Casino and Branded Games, the key to success is differentiation through the combination of our new and
innovative games and effective marketing to players by our licensees. Additionally, in Hosted Casino, a robust
e-wallet with multiple payment options is key.

REVENUE SOURCES

Revenue increased 4.9% to $27.3 million for the year ended December 31, 2011 when compared with the same period
in the prior year (2010: $26.0 million).

Fees and licensing revenue from both our Hosted Casino and Branded Games businesses are calculated as a
percentage of a licensee’s level of activity in its online casino site. This is affected by the number of active players on
the licensee’s site and their related gambling activity. In addition, these results are influenced by a number of factors
such as the entertainment value of the games developed by CryptoLogic, the frequency and success of new game
offerings and the effectiveness of the licensee’s marketing programs. Hosted Casino and Branded Games revenue are
also impacted by the relative value of the US dollar to both the euro and the British pound as our licensees provide
online casinos in these currencies for which we earn a percentage that is translated into US dollars, our functional
currency.

Hosted Casino

Hosted Casino revenue increased 6.5% to $23.4 million for the year ended December 31, 2011 when compared with
the same period in the prior year (2010: $22.0 million). Hosted Casino revenue represented 85.9% of total revenue in
the year ended December 31, 2011 (2010: 84.6%).

The increase in revenue in the year ended December 31, 2011 is primarily due to an increase in contribution from a
major licensee of $0.5 million and an increase in jackpot revenue of $1.4 million, including a revision of our estimate
to discharge future jackpot payouts of $0.9 million, and a reduction of $0.3 million in liabilities previously provided
against Hosted Casino revenue through the resolution of a dispute with a significant supplier of games. The relative
value of the US dollar positively impacted Hosted Casino revenue by $0.7 million when compared with the same
period in the prior year.

Branded Games

Branded Games revenue increased 24.8% to $6.9 million for the year ended December 31, 2011 when compared with
the same period in the prior year (2010: $5.5 million). Branded Games revenue represented 25.2% of total revenue in
the year ended December 31, 2011 (2010: 21.1%). During the year ended December 31, 2011, the Company’s revenue
producing games increased from 170 to 212 games. The increase in Branded Games revenue is primarily due to the
increased number of revenue producing games through an increased number of licensees and games per licensee and a
reduction of $0.5 million in liabilities previously provided against Branded Games revenue through the resolution of a
dispute with a significant supplier of games, partially offset by a lower contribution from a major licensee. The
relative value of the US dollar positively impacted Branded Games revenue by $0.2 million when compared with the
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same period in the prior year.
Poker

The Company offers a virtual poker room for its licensees using software and technology provided on GTECH
Corporation’s International Poker Network. Fees from online poker are based on a percentage of the licensee’s rake per
hand in regular or ring games (the rake is typically 5% of the pot, up to a maximum amount per hand), or fixed entry
fees for entry into poker tournaments.

Poker revenue decreased 46.8% to $0.9 million in the year ended December 31, 2011 when compared with the same
period in the prior year (2010: $1.6 million). Poker revenue represented 3.2% of total revenue in the year ended
December 31, 2011 (2010: 6.3%). The decrease in Poker revenue is primarily due to a reduction in contribution from
a major licensee. The relative value of the US dollar did not have a material impact on Poker revenue when compared
with the same period in the prior year.
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Other Revenue

Other revenue includes fees for software customization, and advertising and marketing services generated from our
portal business.

Other revenue decreased 69.5% to $0.3 million for the year ended December 31, 2011 when compared with the same
period in the prior year (2010: $1.1 million). Other revenue represented 1.2% of total revenue in the year ended
December 31, 2011 (2010: 4.4%). The decrease in Other revenue is due to a one-time termination fee from a licensee
in Q1 2010. The relative value of the US dollar did not have a material impact on Other revenue when compared with
the same period in the prior year.

Amortization of Royalties

The Company licenses various royalty rights from several owners of intellectual property rights. These rights are used
to produce games for use in Hosted Casino and Branded Games. Generally, the arrangements require material
prepayments of minimum guaranteed amounts which have been recorded as prepayments. These prepaid amounts are
amortized over the life of the arrangement as gross revenue is generated or on a straight-line basis if the underlying
games are expected to have an effective royalty rate greater than the agreed amount. The amortization of these
amounts is recorded as a reduction in revenue.

Amortization of royalties increased 11.4% to $3.4 million for the year ended December 31, 2011 when compared with
the same period in the prior year (2010: $3.1 million). Amortization of royalties represented (12.6%) of total revenue
in the year ended December 31, 2011 (2010: (11.9%)). The increase in royalty amortization was as a result of the
Company’s regular review of estimates of future revenue under its license arrangements which identified in Q2 2010
that it was appropriate to begin amortizing certain of these royalties on a straight-line basis, such that substantially all
of these royalty payments are amortized on a straight-line basis.

Player Restrictions

No revenue is derived from US based players.

Revenue Trends

The global economic downturn is impacting the Company’s business.

While the global online gambling market continues to promise growth potential, competition is intensifying for
players and market position.

It is expected that increased regulation of online gambling in key markets will also impact the Company’s business in
the future.

Recurring Revenue
CryptoLogic’s licensing fees reflect a revenue model based on building long-standing relationships with customers. In
2011, 99.8% (2010: 96.2%) of CryptoLogic’s fee revenue before amortization was generated from software licensing

and services contracts that generate recurring revenue.

Geographical analysis of revenue before amortization is made according to the jurisdiction of the gambling license of
the licensee. This does not reflect the region of the end users of the Company’s licensees.
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For the Years Ended December 31, 2011 2010

Malta 78 % 80 %
Gibraltar 16 % 15 %
Alderney 5 % 3 %
Curacao 1 % 1 %
Rest of the World - % 1 %
Total 100 % 100 %

PRODUCTS AND SERVICES

Our Internet-based gambling and electronic commerce software products are used by licensees to create virtual
casinos. The downloadable software package transfers the “front-end” information (e.g., playing cards, roulette wheel,
dice numbers) between users and remote servers. The software package utilizes each user’s computer to generate the
graphics of the virtual gambling site, while the gambling servers perform the “dealer” function, generating the random
numbers of playing cards,
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roulette numbers and dice numbers, as applicable. Many of our most popular casino games are also available on
either the Flash platforms, which provide an entertaining gambling experience without having to wait for software to
download.

Among other things, our software contains proprietary encryption features, which allows secure transmission of data,
and permits our licensees to offer multi-player games, a panoramic virtual casino floor populated by real players,
progressive jackpots, Internet browsing features and inter-player chatting.

As part of our commitment and obligation to safe and responsible gambling, our gambling solution provides personal
options and security features including deposit and bet limits, temporary and permanent account locks, personal
identification verification, and online tracking of a player’s gambling activity and financial transactions. We are also
able to restrict registration and game play from residents of prohibited jurisdictions.

Our gambling solution is complemented by e-cash systems and support. We provide Internet-based electronic
commerce support and technology to our licensees and their respective customers and maintain, through subsidiaries,
electronic commerce accounts for both merchants of our electronic commerce software and their end-users.

For the majority of our Hosted Casino licensees, we report and remit to them the net transaction revenues less
licensing and support fees payable to the Company (as specified in the applicable licensing agreements). Some
licensees have responsibility for their own e-cash systems and support to enable an integrated single player account
for all their online offerings, and in such cases, the licensees report and remit licensing fees to us.

Using our e-cash software, players can use a wide range of payment options, including credit and debit card and
various electronic wallets. Web cashier accounts can be opened in United States dollars, British pounds, and
euro. These systems are complimented by electronic payment fraud prevention, detection and player verification
software.

To assist our licensees in retaining players and re-activating lapsed accounts, we have invested significantly in our
customer relationship management solution. We have a back-office offering with sophisticated business intelligence,
data warehousing and marketing tools to assist licensees in understanding, servicing and building one-on-one
relationships with their players.

We also provide multi language customer support for the enhanced convenience to our licensees’ global player
base. Our customer support is available to help players with technical questions or assist with the gambling software
and e-cash accounts.

We view our marketing support services as a key differentiator in our product and service offerings, as they form an
integral part of the Company’s brand ownership and management strategy

It is our objective to continue to introduce innovative software products, support tools and services that appeal to
broad segments of gambling audiences worldwide.

Multi-currency jackpot video slot games featuring popular Marvel action characters such as The Incredible Hulk,
Daredevil, X-Men, Thor, Elektra, Ghost Rider, Spider-Man, The Fantastic Four, and Sub Mariner. Similar
relationships with DC and Paramount have allowed CryptoLogic to deliver slot games with titles that include Batman,
Superman, Braveheart, Forrest Gump, Green Lantern, and Ferris Bueller’s Day Off.

Play-for-real slot versions of highly popular online casual games, such as Cubis, an award-winning, three-dimensional
puzzle game, and Bejeweled, a gem-matching game and Jewel Quest, a popular puzzle-match game;
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Our own patented games including the progressive jackpot slot, Millionaires Club, which has awarded the largest
online jackpots in the Company’s history; and Multi-Hand Video Blackjack, which brings together blackjack and
video poker;

Our own Texas Hold’em Bonus Poker, which is the first-ever online version of the widely popular land-based casino
game and combines the huge popularity of poker with the excitement of a casino card game; and

World-famous Street Fighter II arcade game.

Having established relationships with major media companies such as Marvel Comics, DC Comics, a division of
Warner Bros., and Paramount Digital Entertainment, we have created industry leading casino games, which are a key
component of our Hosted Casino product. Through our Branded Games business, we are able to offer these games not
only to our Hosted Casino customers, but to the entire industry at large.

We also operate a gambling portal business under two brands: Casino.co.uk and WinnerOnline.com. These portals
earn advertising revenue from gambling operators, and direct traffic to operator sites and those sites owned by the
Company’s licensees — providing a known-name marketing channel and a player acquisition tool for licensees.

PATENTS AND OTHER INTELLECTUAL PROPERTY

Our general policy has been to seek patent protection for gambling innovations where proprietary rights will improve
our competitive position. We hold a series of patents including one related to our Millionaires Club slot game, which
offers
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million-dollar-plus online jackpots, and one related to our Multi-Hand Video Blackjack game. We also have patents
pending on various other gambling innovations.

We also license intellectual property, generally on an exclusive basis, from third parties for use in our games.
See Item 3. Key Information — Risk Factors
GLOBAL REGULATORY ENVIRONMENT

While the United Kingdom and other European jurisdictions such as Malta have currently adopted a regime which
permits its licensees to accept wagers from any jurisdiction differing approaches are developing in other parts of
Europe. Italy, France, Spain and Denmark have adopted regimes which only permit the targeting of the domestic
market if a local license is obtained and local taxes accounted for. Many other European countries have, or are in the
process of implementing regimes which only permit the targeting of the domestic market provided a local license is
obtained and local taxes accounted for. Other European countries continue to defend a licensing regime that limits
supplies of gambling to a local monopoly and have combined this with an attempt to outlaw all other
supplies. Although there have been some judgments of the European Court of Justice (“ECJ”) that have been critical of
anti-gambling laws in certain territories, several recent decisions suggest that the restrictive approaches of either local
licensing or protection of a local monopoly are defendable on the grounds of protection of the public. The European
Union's Internal Markets Commissioner, Michel Barnier, commenced a consultation process on Internet gambling
regulation in the EU and published a green paper on the subject in March 2011. Harmonization in the area of on-line
gambling, however, has met with substantial opposition in the past, and there can be no certainty that the consultation
and review will recommend such harmonization or that any recommendation of harmonization will be adopted. There
is, therefore, no indication that any such harmonization will be achieved in the near term.

Since 1995, online gambling has grown into a large, multi-billion dollar industry, but with regulatory inconsistencies
among countries and limited formal regulation. Laws around the world are often outdated, ambiguous and continue to
develop on a country-by-country basis.

On October 13, 2006, the US enacted the UIGEA, which effectively banned online gambling in that country by
making it illegal to process related financial transactions. The industry-wide impact of UIGEA has negatively
affected our business by significantly reducing our revenue and earnings.

At the time the UIGEA was enacted, the entire US market was estimated to represent approximately 50% of the global
online gambling market (source: GBGC). However, the online casino and online poker markets outside the US, the
core areas of our business, are expected to continue to grow. Since 2002, we have focused on licensees that primarily
target non-US markets, most notably the UK and Continental Europe. After the UIGEA enactment, 100% of licensees’
revenue came from outside the US

In September 2007, the UK Gaming Act came into force, which Act regulates online gambling in that jurisdiction, and
is generally viewed as a positive development for the industry, our customers and for CryptoLogic. However, there is
no assurance that the UK regulatory regime as interpreted by the Gambling Commission, the Gambling Act’s
independent regulator, will provide a commercially-viable market and may create restrictions that will have a material
adverse effect on our customers, our business, revenues, operating results and financial condition. Indeed, the DCMS
(the government body with responsibility for overseeing gambling), has announced that it may reconsider one of the
main tenets of the Gambling Act, namely that if an online gambling operator was regulated either in Europe or in a
jurisdiction approved by the DCMS (the so called “white listed” jurisdictions) such an operator could fully target the UK
gambling market. The DCMS is in the process of conducting a review of on-line gambling and is expected to publish
the results of this review in the next few months, and the minister responsible in the DCMS for gambling stated that
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the Government was aiming to file remote gambling legislation in the next parliamentary session. It seems likely that
the DCMS will recommend that it will require entities not licensed in the UK to acquire some form of additional
accreditation to access the UK market and/or pay taxes in the UK.

Elsewhere in Europe the legislative environment continues to evolve, with many countries implementing restrictive
licensing regimes while others continue to protect state gambling monopolies. While many decisions rendered by the
ECJ in the past were broadly favorable to the industry, recent decisions by the ECJ have been to uphold certain
jurisdictions’ restrictive approaches, whether through local monopolies or licensing, as not contrary to EC treaty law,
on public policy grounds.

CryptoLogic has long advocated a regulatory approach to foster a transparent, credible and growing online gambling
industry. We believe that government plays an important role and is in the best position to regulate this industry to
provide consumer protection, preserve the integrity of the online gambling industry, and build a credible and
business-friendly marketplace. We have sought and achieved certification of our software in strictly regulated
jurisdictions. It is through this process that we maintain our reputation as a trusted provider for licensees and their
customers.
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For more information regarding the global regulatory environment in which the Company and its licensees do
business, refer to “Risks Related to the Industry” under “Item 3. Key Information.”

COMPETITIVE ENVIRONMENT

We compete with a number of public and private companies that provide electronic commerce and/or Internet
gambling software. Given the stage of development of the industry and the number of private organizations operating
in the industry, information about the nature of our competitors, their operations and their resources is difficult to
compile. In addition to current known competitors, traditional land-based gambling operators and other entities, many
of which have significant financial resources and name-brand recognition, may provide Internet gambling services in
the future, and thus become our competitors. Increased competition from current and future competitors has and may
continue to result in the reduction of our revenues, and may result in the continued loss of our market share.

Licensees of our software and Branded Games compete with existing and more established recreational services and
products, in addition to other forms of entertainment. Our success will depend, in part, upon our ability to enhance
our products and services, expand our system infrastructure and resiliency, keep pace with technological
developments, respond to evolving customer requirements and achieve continued market acceptance.

As Internet gambling has developed and increased in sophistication, so have the players who can choose from a
proliferation of sites. Competition for players’ attention and share of wallet is intensifying, and players are demanding
more value, more games and an enhanced entertainment experience.

The global nature of the Internet makes most Internet markets, including the online gambling industry, relatively
accessible to a wide number of entities and individuals. We believe the principal competitive factors in our industry
that create certain barriers to entry include reputation, technology, financial stability and resources, proven track
record of successful operations, critical mass, regulatory compliance, independent oversight and transparency of
business practices. While these barriers will limit those able to enter or compete effectively in the market, it is likely
that new competitors will be established in the future, in addition to known current competitors.

C. ORGANIZATIONAL STRUCTURE

The organizational structure of the Company as of December 31, 2011 is set out below. CryptoLogic, a company
incorporated under the laws of Guernsey with its corporate headquarters in Dublin, Ireland, provides executive
functions to our corporate group. Our subsidiary CryptoLogic Inc. is located in Canada, and provides software
development, upgrades and technical support for our WagerLogic and Gaming Portals subsidiaries. With offices in
Ireland, Malta and the UK, the WagerLogic and Gaming Portals group of companies provides software licensing for
our Internet gambling software, and support, customer support, marketing support and other services to third-party
gambling operators or licensees. During 2010, the Company moved its operations previously performed in Cyprus to
Malta and also consolidated the majority of its UK operations in Malta. Our Gaming Portals subsidiary provides
e-cash systems and support that enables licensees’ players to deposit and withdraw funds through a wide range of
payment options for use with the licensee. Our WagerLogic Malta Software subsidiary offers customer support and
marketing services to our Hosted Casino licensees. Our CryptoLogic Operations subsidiary holds Maltese and Danish
online gambling licenses for InterCasino, which licenses were operational from January 2012. Our CryptoLogic
Malta subsidiary provides treasury services to the group. Our CryptoLogic Asia subsidiary holds our investments in
Asia. CryptoLogic Exchange Corporation and CryptoLogic Callco ULC exist solely to facilitate the exchange of
Exchangeable Shares for Ordinary Shares in connection with the Arrangement.
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D. PROPERTY, PLANTS AND EQUIPMENT

The following table sets forth the Company’s principal leased properties.

. . Area Remaining Lease Current Rent
Location Principal Use
(sq. ft.) Term (per annum)
Msida, Malta ~ iarketing and customer 12,917 8 years 5 months €64,000
support
Toronto, Canada Research and development 10,225 3 years 7 months C$163,600
Dublin, Ireland  Head office 5,400 1 year 3 months €182,758
Dublin, Ireland  Head office 1,440 1 year 3 months €47,995
London, England Marketing support 4,880 1 year 9 months £192,200

In December 2009, in accordance with the rental agreement, the Company exercised its right to exit the leasehold
premises in Toronto and recorded termination costs of $1.8 million; this was paid on termination in July 2010.

ITEM 4A. UNRESOLVED STAFF COMMENTS
Not applicable.
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ITEM 5. OPERATING AND FINANCIAL REVIEW AND PROSPECTS

The Company’s consolidated financial statements have been prepared in accordance with IFRS. We have availed of
the exemption under SEC rules to prepare consolidated financial statements without a reconciliation to US GAAP as
at and for the three year period ended December 31, 2011 as the Company is a foreign private issuer and the
consolidated financial statements have been prepared in accordance with IFRS.

The following discussion should be read in conjunction with our consolidated financial statements and related notes
for the years ended December 31, 2011 and 2010 as set out in this annual report under “Item 17. Financial Statements.”

OVERVIEW

CryptoLogic is a publicly traded online gambling software developer and supplier servicing the Internet gambling
market. CryptoLogic, through its wholly-owned subsidiaries, provides software licensing, e-cash management and
customer support services for our Internet gambling software to an international client base (“licensees” or “customers”)
around the world, who operate under government authority where their Internet businesses are licensed.

Founded in 1995, the Company launched the world’s first online casino games that year. With a resilient and scalable
platform, a commitment to developing the best games in the marketplace and complemented with excellent customer
support, the Company thereafter secured an excellent reputation for its product offering.

The enactment in the United States of the Unlawful Internet Gambling Enforcement Act in late 2006, which
effectively banned online gambling in the United States by making it illegal to process the related financial
transactions, had a very significant negative impact on the Company’s revenue. The Company sought to grow its
business internationally and, from 2009, launched a new business model, centered on the Company evolving from
being purely a developer and licensor of Internet gambling software on its own network, to one which still develops
and licenses an excellent casino product, but also delivers high-quality, Branded and non-Branded Games to the
industry at large.

The Company faced substantial ongoing challenges in 2010 as it continued its strategy aimed at returning to
profitability and long-term growth against the backdrop of a global economic downturn, continuing disappointing
returns from major Hosted Casino licensees and licensee delays in the roll-out of Branded Games.

By Q1 2010, the Company had incurred eight continuous quarters of significant operating losses and negative cash
flows. Against this backdrop of a continuing decline in revenues and working capital, management determined that a
material reduction in expenses was necessary in order to preserve cash and give the Company sufficient time to focus
on increasing revenues. Accordingly, the Company made a significant restructuring effort, commencing midway
through Q3 2010, and resulting in a reduction of almost 50% in operating and general and administrative expense to
$6.2 million in Q4 2010 from $12.1 million in Q2 2010, the last full quarter before this restructuring.

The focus on cost control continued into 2011 with operating and general and administrative expense averaging $5.8
million per quarter during the year. The breathing space afforded by the restructuring allowed the Company to arrest
the decline in revenues, resulting in the Company delivering:

its first annual increase in revenues since 2006;

a turnaround in results from a loss of $21.6 million in 2010 to a profit of $6.5 million in 2011; and
an increase in cash and cash equivalents during the year from $10.6 million to $16.6 million.
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In February 2011, the Company appointed Deloitte Corporate Finance to act as its independent financial adviser to
assist it with a strategic review encompassing a range of options available to the Company from continuing as an
independent entity through to the sale of part or all of its business, as well as to provide advice with respect to any
potential transaction. During 2011, in connection with the strategic review, a number of parties contacted or were
contacted by Deloitte Corporate Finance. In February 2012, a recommended cash offer from Amaya Gaming Group
Inc. for the entire issued and to be issued share capital of CryptoLogic was announced at a price of $2.535 per
Ordinary Share, a premium of approximately 110% to the closing price of $1.21 per Ordinary Share on NASDAQ on
March 24, 2011, the day prior to the announcement of the strategic review.

In January 2012, the Company announced that it had acquired, for nominal consideration, the Maltese online
gambling licenses for InterCasino from OIGE, the Company’s largest and longest-standing Hosted Casino licensee,

resulting in the Company becoming an online casino owner.
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STRATEGY

Management remains focused on the development and support of the Hosted Casino business while continuing to
build on the success of our Branded Games initiative by expanding our partnerships and broadening the types of
games we offer. In 2011, the first games went live with licensees of Instant Click, the Company’s improved gambling
delivery package that enables rapid deployment of a range of titles from our suite of games by online operators and
technology providers on their own e-gambling infrastructure and electronic cashier systems.

CryptoLogic’s strategy has two main elements:

Focusing on our core Internet Hosted Casino business. Our award-winning games are complemented by a widely
acclaimed support services structure. From 2012, with the Company’s acquisition of the Maltese online gambling
licenses for InterCasino from OIGE, the Company’s largest and longest-standing licensee, the Company became an
online casino owner, resulting in the majority of the Hosted Casino business becoming a B2C business.

Licensing our Branded Games to others, directly, via other technology platforms or via Instant Click. Through
working with highly respected content providers and brand owners, we have successfully delivered the likes of
Spiderman, The Hulk and Batman to both our own Hosted Casino licensees and to the market in general.

Among the new signings or launches in 2011 were:
SkillOnNet, the first customer live on Instant Click
bwin
Loto Québec

PRODUCT PERFORMANCE

We began the year under review with 170 Branded Games live and ended with 212. This remains lower than
originally planned and we continue to experience delays beyond our control in the roll out of these games by
licensees.

Our goal is to continue to provide excellent game content supported by innovative game mechanics and bonuses and
to improve on the speed of roll out of new games with our licensees. Instant Click can be instrumental in the speed of
roll out of new games, since a single integration allows the suite of in excess of 50 games to be made available at one
time to a customer.

NEW DEVELOPMENTS

We deployed our newest offering, Instant Click, a new gambling package that enables rapid deployment of a range of
titles from our suite of games by online operators and technology providers on their own e-gambling infrastructure
and electronic cashier systems. The first implementations of Instant Click went live in 2011 and early 2012.

OUTLOOK

The global e-gambling industry continues to become ever more competitive, whilst subject to increasing
regulation. CryptoLogic is well placed to enhance its position in the industry but only if we stay focused and lean, and
capable of responding to changing market expectations and delivering products and service levels of the highest
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The European market offers scope for growth, tempered by the challenges in an environment of increasing
regulation. Our goals for 2012 are:

Improved revenue from Hosted Casino, including its newly-acquired online casino offering;
Improved revenue from Branded Games as new and existing licensees roll out games;
Improved revenue from Instant Click deployments; and
Continuing tight control over costs with initiatives to improve efficiency where possible.
Whilst the US market has effectively been closed since the passing of the Unlawful Internet Gambling Enforcement
Act in October 2006, we continue to monitor the situation closely and the various options that would allow us re-entry
at the appropriate time.
A. OPERATING RESULTS
Comparison of 2011 and 2010
Revenue
Revenue increased 4.9% to $27.3 million for the year ended December 31, 2011 when compared with the same period
in the prior year (2010: $26.0 million).Fees and licensing revenue from both our Hosted Casino and Branded Games

businesses are
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calculated as a percentage of a licensee’s level of activity in its online casino site. This is affected by the number of
active players on the licensee’s site and their related gambling activity. In addition, these results are influenced by a
number of factors such as the entertainment value of the games developed by CryptoLogic, the frequency and success
of new game offerings and the effectiveness of the licensee’s marketing programs. Hosted Casino and Branded Games
revenue are also impacted by the relative value of the US dollar to both the euro and the British pound as our licensees
provide online casinos in these currencies for which we earn a percentage that is translated into US dollars, our
functional currency.

Hosted Casino

Hosted Casino revenue increased 6.5% to $23.4 million for the year ended December 31, 2011 when compared with
the same period in the prior year (2010: $22.0 million). Hosted Casino revenue represented 85.9% of total revenue in
the year ended December 31, 2011 (2010: 84.6%).

The increase in revenue in the year ended December 31, 2011 includes an increase in jackpot revenue of $1.4 million,
including a revision of our estimate to discharge future jackpot payouts of $0.9 million, and a reduction of $0.3
million in liabilities previously provided against Hosted Casino revenue through the resolution of a dispute with a
significant supplier of games. The relative value of the US dollar positively impacted Hosted Casino revenue by $0.7
million when compared with the same period in the prior year.

Branded Games

Branded Games revenue increased 24.8% to $6.9 million for the year ended December 31, 2011 when compared with
the same period in the prior year (2010: $5.5 million). Branded Games revenue represented 25.2% of total revenue in
the year ended December 31, 2011 (2010: 21.1%). During the year ended December 31, 2011, the Company’s revenue
producing games increased from 170 to 212 games.

The increase in Branded Games revenue is primarily due to the increased number of revenue producing games
through an increased number of licensees and games per licensee and a reduction of $0.5 million in liabilities
previously provided against Branded Games revenue through the resolution of a dispute with a significant supplier of
games, partially offset by a lower contribution from a major licensee. The relative value of the US dollar positively
impacted Branded Games revenue by $0.2 million when compared with the same period in the prior year.

Poker

The Company offers a virtual poker room for its licensees using software and technology provided on GTECH
Corporation’s International Poker Network. Fees from online poker are based on a percentage of the licensee’s rake per
hand in regular or ring games (the rake is typically 5% of the pot, up to a maximum amount per hand), or fixed entry
fees for entry into poker tournaments.

Poker revenue decreased 46.8% to $0.9 million in the year ended December 31, 2011 when compared with the same
period in the prior year (2010: $1.6 million). Poker revenue represented 3.2% of total revenue in the year ended
December 31, 2011 (2010: 6.3%). The decrease in Poker revenue is primarily due to a reduction in contribution from
a major licensee. The relative value of the US dollar did not have a material impact on Poker revenue when compared
with the same period in the prior year.

Other Revenue
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Other revenue includes fees for software customization, and advertising and marketing services generated from our
portal business.

Other revenue decreased 69.5% to $0.3 million for the year ended December 31, 2011 when compared with the same
period in the prior year (2010: $1.1 million). Other revenue represented 1.2% of total revenue in the year ended
December 31, 2011 (2010: 4.4%). The decrease in Other revenue is primarily due to a one-time termination fee from
a licensee in Q1 2010. The relative value of the US dollar did not have a material impact on Other revenue when
compared with the same period in the prior year.

Amortization of Royalties

The Company licenses various royalty rights from several owners of intellectual property rights. These rights are used
to produce games for use in Hosted Casino and Branded Games. Generally, the arrangements require material
prepayments of minimum guaranteed amounts which have been recorded as prepayments. These prepaid amounts are
amortized over the life of the arrangement as gross revenue is generated or on a straight-line basis if the underlying
games are expected to have an effective royalty rate greater than the agreed amount. The amortization of these
amounts is recorded as a reduction in revenue.
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Amortization of royalties increased 11.4% to $3.4 million for the year ended December 31, 2011 when compared with
the same period in the prior year (2010: $3.1 million). Amortization of royalties represented (12.6%) of total revenue
in the year ended December 31, 2011 (2010: (11.9%)). The increase in royalty amortization was as a result of the
Company’s regular review of estimates of future revenue under its license arrangements which identified in Q2 2010
that it was appropriate to begin amortizing certain of these royalties on a straight-line basis, such that substantially all
of these royalty payments are amortized on a straight-line basis.

Player Restrictions

No revenue is derived from US based players.

Revenue Trends

The global economic downturn is impacting the Company’s business.

While the global online gambling market continues to promise growth potential, competition is intensifying for
players and market position.

It is expected that increased regulation of online gambling in key markets will also impact the Company’s business in
the future.

Recurring Revenue

CryptoLogic’s licensing fees reflect a revenue model based on building long-standing relationships with customers. In
2011, 99.8% (2010: 96.2%) of CryptoLogic’s fee revenue before amortization was generated from software licensing
and services contracts that generate recurring revenue.

Expenses
Operating Expense

CryptoLogic’s operating expense comprises development and support expense, which includes all personnel costs,
equity compensation costs for employee stock options, licensee support, marketing, e-cash systems and support costs,
customer service expense and expenses related to regulatory compliance.

CryptoLogic’s operating expense comprises development and support expense, which includes all personnel costs,
equity compensation costs for employee share-based payments, licensee support, marketing, e-cash systems and
support costs, customer service expense and expenses related to regulatory compliance.

Operating expense decreased 41.7% to $17.6 million for the year ended December 31, 2011 when compared with the
same period in the prior year (2010: $30.1 million). Operating expense represented 64.4% of revenue in the year
ended December 31, 2011 (2010: 116.0%). The decrease in operating expense was primarily due to the Company’s
reorganization plans resulting in reduced headcount-related costs, consulting costs, IT and marketing costs. The
relative value of the US dollar negatively impacted operating expense by $0.7 million when compared with the same
period in the prior year.

At December 31, 2011, CryptoLogic had 103 employees, down from 111 a year earlier.
General and Administrative Expense
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General and administrative (“G&A”) expense includes overhead and administrative expense, travel expense and
professional fees relating to our business development, infrastructure and public company listings.

G&A expense decreased 24.1% to $5.7 million for the year ended December 31, 2011 when compared with the same
period in the prior year (2010: $7.6 million). G&A expense represented 21.1% of total revenue in the year ended
December 31, 2011 (2010: 29.1%). The decrease in G&A expense was primarily due to the Company’s reorganization
plans resulting in reduced rent and occupancy costs, travel costs, and professional fees associated with our annual
audit and compliance with Sarbanes Oxley. The relative value of the US dollar negatively impacted G&A expense by
$0.3 million when compared with the same period in the prior year.

Impairment of Intangible Assets

The Company regularly reviews its assets for impairment. During 2010, the Company performed an impairment
review of certain software development projects as a result of the Company’s revised estimate of future revenues. As a
result, the Company recorded an impairment charge of $1.8 million, the amount by which the carrying value exceeded

the estimated fair value.
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During 2010, the Company reviewed the results and future expectations of the Parbet brand and its Casino.co.uk
business. The Company determined that the carrying amounts of these intangible assets exceeded their value and
recorded an impairment charge of $2.0 million for Parbet, or the entire carrying value of the intangible assets, and
$1.6 million for the Casino.co.uk business. At December 31, 2011, the carrying value of the Casino.co.uk business
was $0.1 million.

Amortization

Amortization expense is based on the estimated useful lives of the assets and includes the amortization of our
investments in computer equipment, leasehold improvements, software licenses, and intangible assets to support our
business activities.

Depreciation and amortization decreased 37.0% to $1.5 million for the year ended December 31, 2011 when
compared with the same period in the prior year (2010: $2.4 million). Depreciation and amortization represented
5.5% of total revenue in the year ended December 31, 2011 (2010: 9.1%). The decrease in depreciation and
amortization was primarily due to less amortization on infrastructure and software assets as they become fully
depreciated and reduced amortization on assets impaired. The relative value of the US dollar did not have a material
impact on depreciation and amortization when compared with the same period in the prior year.

Profit on Derecognition of Available-For-Sale Assets

Profit on derecognition of available-for-sale assets increased 575.7% to $1.3 million for the year ended December 31,

2011 when compared with the same period in the prior year (2010: $0.2 million). The increase in profit on

derecognition of available-for-sale assets was due to the proceeds from sale of the Company’s investment in 568
Network Inc. of $1.3 million in Q4 2011 and the proceeds from exchange of the Company’s investment in Mikoishi
Pte Ltd. of $0.2 million in Q4 2010.

Provision for Income Taxes

Income tax expense decreased 511.9% to $2.7 million tax credit for the year ended December 31, 2011 when
compared with the same period in the prior year (2010: tax charge $0.7 million). The decrease in income tax expense
was primarily due to the refund of $3.4 million of tax previously paid for potential tax liabilities, and following
notification from tax authorities that the tax audits for the tax years 2006 and 2007 had been completed with no
significant errors and no requirement to reassess the tax filings for those years. The Company is subject to tax in
many jurisdictions. This results in a tax charge on transfer pricing of costs between group companies even in periods
of overall losses. The Company is actively working to reduce the number of its subsidiaries, which should reduce the
overall tax burden. The consolidated profit/(loss) comprises losses in some companies and profits in others, which
results in a consolidated income tax expense.

Non-Controlling Interest

Pursuant to the Arrangement, CryptoLogic acquired control over all of the issued and outstanding ordinary shares of
CryptoLogic Inc., an Ontario company, which through the Arrangement became an indirect subsidiary of
CryptoLogic. As part of the Arrangement, the Company issued either an equivalent amount of Ordinary Shares or, in
the case of taxable Canadian residents, Exchangeable Shares. The Exchangeable Shares are, as nearly as practicable,
the economic equivalent of Ordinary Shares. These Exchangeable Shares participate equally in voting and dividends
with the shareholders of CryptoLogic. No additional Exchangeable Shares have been or will be issued. For more
information, see the Management Information Circular dated April 23, 2007 available on www.sedar.com.
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For accounting purposes, the Arrangement has been accounted for using the continuity of interest method, which
recognizes the Company as the successor entity to CryptoLogic Inc. Accordingly, financial information presented in
the MD&A reflects the financial position, results of operations and cash flows as if the Company has always carried
on the business formerly carried on by CryptoLogic Inc., with all assets and liabilities recorded at the carrying values
of CryptoLogic Inc. The interest held by Exchangeable Shareholders has been presented as a non-controlling interest
in the consolidated financial statements, as required under IFRS.

Immediately following the Arrangement, a total of 12.6 million Ordinary Shares and 1.3 million Exchangeable Shares
were outstanding. Since then, a total of 484,057 Exchangeable Shares have been exchanged, with the remaining
848,511 Exchangeable Shares being reflected as non-controlling interest as at December 31, 2011. Non-controlling
interest will continue until all Exchangeable Shares have been exchanged into Ordinary Shares or until June 1, 2014
when we will redeem all of the then outstanding Exchangeable Shares in return for Ordinary Shares.

Total Comprehensive Income/(Loss)

Total comprehensive income was $6.5 million or $0.47 per diluted share for the year ended December 31, 2011 (2010:
total comprehensive loss $21.6 million or $(1.56) per diluted share). The movement from loss to income was as a
result of increased Hosted Casino and Branded Games revenue and profit on derecognition of available-for-sale assets

and decreased
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amortization of games and decreased operating, G&A, depreciation and amortization, impairment of intangible assets,
reorganization and income tax expenses. Partially offsetting these movements were decreases in Poker and Other
revenue and increased amortization of royalties. Included within the movement from loss to income for the year
ended December 31, 2011 is a revision of our estimate to discharge future jackpot payouts of $0.9 million, a reduction
of $0.8 million in liabilities previously provided against revenue through the resolution of a dispute with a significant
supplier of games and a refund of $3.4 million of tax previously paid for potential tax liabilities

B. LIQUIDITY AND CAPITAL RESOURCES

The consolidated financial statements were prepared on a going concern basis. The going concern basis assumes that
the Company will continue in operation for the foreseeable future and will be able to realize its assets and discharge
its liabilities and commitments in the normal course of business.

The Company incurred significant operating losses of $21.3 million, $37.8 million and $38.1 million and negative
cash flows from operations of $11.8 million, $17.8 million and $18.6 million for the three years ended December 31,
2010, 2009 and 2008, respectively, which resulted in a decrease in cash and cash equivalents to $10.6 million, $23.4
million and $36.3 million as of December 31, 2010, 2009 and 2008, respectively. A continuation of such operating
losses, negative cash flows from operations and decreases in cash and cash equivalents may have cast doubt upon the
Company’s ability to continue as a going concern.

However, following the significant restructuring in 2010, the Company achieved an operating profit of $2.5 million

and positive cash flows from operations of $5.2 million for the year ended December 31, 2011, which resulted in an

increase in cash and cash equivalents to $16.6 million as of December 31, 2011. Management believes that the results

of this restructuring have substantially removed any doubts regarding the Company’s ability to continue as a going
concern.

Management has considered expectations for future revenues and reduced operating and general and administrative
expense and, on that basis, believes that the Company will continue in operation for the foreseeable future and will be
able to realize its assets and discharge its liabilities and commitments in the normal course of business and,
accordingly, it is appropriate to prepare the consolidated financial statements on a going concern basis.

Furthermore, having regard to expectations for future revenues, reduced operating and general and administrative
expense and lower levels of future purchase commitments, management expects cash needs to be funded through
existing cash resources and operating cash flow.

Comparison of 2011 and 2010
Net Cash Position

CryptoLogic remained debt-free in 2011. Cash and cash equivalents at December 31, 2011 were $16.6 million
(December 31, 2010: $10.6 million).

The increase in net cash during the year ended December 31, 2011 of $6.0 million is primarily due to cash generated
from operations before changes in non-cash operating items of $6.7 million, which is calculated by removing the
effect of all non-cash items from net income, a decrease in prepayments of $2.6 million, cash received from
derecognition of available-for-sale assets of $1.3 million, an increase in income taxes receivable and payable of $0.9
million, and a decrease in trade and other receivables of $0.3 million, partially offset by a decrease in trade payables
and accrued liabilities of $3.1 million and a decrease in provision for jackpots of $2.3 million.

54



Edgar Filing: CRYPTOLOGIC LTD - Form 20-F
Operating Activities
Cash flow from operating activities was $5.2 million for the year ended December 31, 2011 (2010: $(11.8)
million). The cash flow from operating activities is primarily due to cash generated from operations before changes in
non-cash operating items of $6.7 million, which is calculated by removing the effect of all non-cash items from net
income, a decrease in prepayments of $2.6 million, an increase in income taxes receivable and payable of $0.9
million, and a decrease in trade and other receivables of $0.3 million, partially offset by a decrease in trade payables
and accrued liabilities of $3.1 million and a decrease in provision for jackpots of $2.3 million.
Investing Activities
Cash flow from investing activities was $1.1 million for the year ended December 31, 2011 (2010: $(1.0) million).
Working Capital
Working capital at December 31, 2011 was $20.1 million (2010: $12.4 million).

25

55



Edgar Filing: CRYPTOLOGIC LTD - Form 20-F

User Funds Held on Deposit

User funds held on deposit at December 31, 2011 was $2.7 million (December 31, 2010: $6.1 million). The decrease
was primarily due to the loss of a minor poker licensee.

Capitalization

Since inception, CryptoLogic has had neither debt nor unutilized credit facilities. At December 31, 2011,
CryptoLogic had 12,970,540 Ordinary Shares outstanding (December 31, 2010: 12,879,920) and 359,250 share
options outstanding (December 31, 2010: 223,500). The 12,970,540 outstanding Ordinary Shares excludes 848,511
(December 31, 2010: 939,131) Exchangeable Shares which are entitled to be exchanged on a one-for-one basis for
Ordinary Shares. Including the Exchangeable Shares, the outstanding Ordinary Shares would be 13,819,051
(December 31, 2010: 13,819,051). As of March 16, 2012, there were 12,990,240 Ordinary Shares and 828,811
Exchangeable Shares outstanding.

As part of the Arrangement, Canadian residents received Exchangeable Shares. The Exchangeable Shares are, as
nearly as practicable, the economic equivalent of Ordinary Shares. For accounting purposes, the acquisition is
accounted for using the continuity of interest method, which recognizes CryptoLogic as the successor entity to
CryptoLogic Inc. The Exchangeable Shares can be exchanged for an equivalent amount of Ordinary Shares at any
time and are accounted for as a non-controlling interest. On June 1, 2014, the Company will redeem all of the then
outstanding Exchangeable Shares for an amount per share equal to the redemption price. The redemption price will be
satisfied through the issuance and delivery of one Ordinary Share for each Exchangeable Share. CryptoLogic has
issued a special voting share to a third party trustee, the purpose of which is to provide holders of Exchangeable
Shares with the right to vote on matters to be voted on by CryptoLogic shareholders. All outstanding options of
CryptoLogic Inc. as of the date of the Arrangement were fully assumed by CryptoLogic under the same terms and
conditions as originally granted by CryptoLogic Inc. The Exchangeable Shares provide those shareholders with the
same voting and dividend rights as the Ordinary Shares. No additional Exchangeable Shares have been or will be
issued and all exercises of share options will give rise to the issue of additional Ordinary Shares.

Critical Accounting Estimates

CryptoLogic’s accounting policies are specified in the notes to our annual consolidated financial statements, in
particular note 2. The accounting estimates discussed below are considered particularly important, as they require
judgments by management. Management has instituted policies that are intended to ensure these judgments are well
controlled and consistently applied from period to period.

The Company licenses various royalty rights from several owners of intellectual property rights. These rights are used
to produce games for use in Hosted Casino and Branded Games. Generally, the arrangements require material
prepayments of minimum guaranteed amounts which have been recorded as prepayments. These prepaid amounts are
amortized over the life of the arrangement as gross revenue is generated or on a straight-line basis if the underlying
games are expected to have an effective royalty rate greater than the agreed amount. The amortization of these
amounts is recorded as a reduction in revenue.

The Company regularly reviews its estimates of future revenues under its license arrangements and, during Q2 2010,
the review identified that it was appropriate to begin amortizing certain of these royalties on a straight-line basis, such
that substantially all of these royalties are amortized on a straight-line basis. For the three months ended December
31, 2011 amortization of $0.9 million (2010: $0.9 million) was recorded as a reduction of revenue. For the year ended
December 31, 2011 amortization of $3.4 million (2010: $3.1 million) was recorded as a reduction of revenue.
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Several of the Company’s licensees participate in progressive jackpot games. Each time a progressive jackpot game is
played, a preset amount is added to a cumulative jackpot for that specific game or group of games. Once a jackpot is

won, the progressive jackpot is reset with a predetermined amount. The Company maintains a provision for the reset

for each jackpot and the progressive element added as the jackpot game is played. The provision is sufficient to cover

the full amount of any required payout.

During the year ended December 31, 2011, the Company performed an analysis of provision for jackpots and revised
its estimated liability for provision for jackpots. The change in accounting estimate resulted in a reduction of the
liability for provision for jackpots and a corresponding increase in revenue of $0.9 million. At December 31, 2011,
provisions included $3.1 million in provision for jackpots (December 31, 2010: $5.4 million).

The Company is involved in certain claims and litigation arising in the ordinary course and conduct of business,

including intellectual property matters. Management assesses such claims and, if considered likely to result in

material exposure and, where it is probable that there will be an outflow of economic benefit, provisions for loss are

made based on management’s assessment of the likely outcome. Management does not provide for claims that are
considered unlikely to result in
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a significant loss, claims for which the outcome is not determinable or claims where the amount of the loss cannot be
reasonably estimated. Any settlements or awards under such claims are provided for when reasonably
determinable. Adjustments will be made to the accrual for such amounts as new information is obtained or the claim
settled.

The Company regularly reviews its long-term assets, comprising property, plant and equipment, intangible assets and
long-term investments for impairment whenever events or changes in circumstances indicate that the carrying amount
of such assets may not be recoverable. Determination of recoverability generally requires the Company to estimate
the fair value of the long-term asset, which requires the Company to make assumptions and judgments on several
items including, but not limited to, the future cash flows that will be generated by these assets and the appropriate
discount rate to apply to those cash flows. Measurement of any impairment loss for long-lived assets is based on the
amount by which the carrying value exceeds the fair value of the asset.

Accounting for both current and future tax requires the Company to make assumptions, judgments and estimates about
current tax laws, which require certain interpretations of tax laws in several jurisdictions around the world as well as
possible outcomes of current and future audits conducted by the respective tax authorities. The Company has
established reserves for income taxes to address potential exposures involving tax positions that could be challenged
by tax authorities. Although the Company believes our assumptions, judgments and estimates are reasonable, changes
in tax laws or our interpretation of tax laws and the resolution of current and any future tax audits could significantly
impact the amounts provided for income taxes in its consolidated financial statements.

The Company’s assumptions, judgments and estimates relative to the value of a deferred tax asset take into account
predictions of the amount and category of future taxable income, such as income from operations or capital gains

income. Actual operating results and the underlying amount and category of income in future years could render our

current assumptions, judgments and estimates of recoverable net deferred taxes inaccurate. Any of the assumptions,

judgments and estimates mentioned above could cause the Company’s actual income tax obligations to differ from its
estimates, thus materially impacting its financial position and results of operations.

The Company has a share-based payment scheme for employees. The fair value of share options is estimated by using
the Black-Scholes model on the date of grant incorporating assumptions regarding risk risk-free interest rate, dividend
yield, volatility factor of the expected market price of the Company’s shares and the expected life of the
options. Calculations for this scheme with the necessary assumptions inherently mean judgments are required by
management.

Recently Issued and Adopted Accounting Pronouncements

Recently Issued Accounting Pronouncements

International Financial Reporting Standards (“IFRS”)

In February 2008, the Accounting Standards Board (“AcSB”) confirmed that the use of IFRS would be required in 2011
for publicly accountable enterprises in Canada.

The adoption of IFRS has required the restatement of amounts reported by the Company for its previous year end, and
of the opening balance sheet as at January 1, 2010.

The IFRS conversion project consisted of three phases which have been completed by the Company.
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Phase One: Scoping and Diagnostics, which involved project planning and staffing and identification of differences
between current Canadian GAAP and IFRS.

Phase Two: Analysis and Development, involved detailed diagnosis and evaluation of the financial impacts of various
options and alternative methodologies provided for under IFRS; identification and design of operational and financial
business processes; initial staff and audit committee training; analysis of IFRS 1 optional exemptions and mandatory
exceptions to the general requirement for full retrospective application upon transition to IFRS; summarization of
2011 IFRS disclosure requirements; and development of required solutions to address identified issues.

Phase Three: Implementation and Review involved the execution of changes to information systems and business

processes; completion of formal authorization processes to approve recommended accounting policy changes; and

further training programs across the Company’s finance and other affected areas, as necessary, culminating in the
collection of financial information necessary to compile IFRS-compliant financial statements and reconciliations;

embedding of IFRS in business processes; and audit committee approval of IFRS-compliant financial statements.
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Impact on Internal Controls over Financial Reporting and Disclosure Controls and Procedures

The Company has completed an assessment of its internal controls over financial reporting and its disclosure controls
and procedures. There were no matters identified that materially affect, or are reasonably likely to materially affect
the Company’s internal controls over financial reporting.

Changes in Accounting Policies

The guidance for the first time adoption of IFRS is set out in IFRS 1, First-time Adoption of International Financial
Reporting Standards. IFRS 1 provides for certain mandatory exceptions and optional exemptions for first-time
adopters of IFRS. The Company elected to take the following IFRS 1 optional exemptions:

To apply the requirements of IFRS 3, Business Combinations, prospectively from the Company’s date of transition.

To apply the requirements of IFRS 2, Share-based Payments, only to equity instruments granted after November 7,
2002 which had not vested at the date of transition.

The following mandatory exceptions were adopted by the Company:

IFRS 1.B1(a) i. Financial assets and liabilities that had been derecognized before the date of transition to IFRS under
Canadian GAAP have not been recognized under IFRS.

IFRS 1.B1(b) ii. The Company has only applied hedge accounting in the opening statement of financial
position where all the requirements in IAS 39 were met at the date of transition.

IFRS 1.14 iii. The Company has used estimates under IFRS that are consistent with those applied under Canadian
GAAP (with adjustment for accounting policy differences) unless there is objective evidence those estimates were in
error.

The following consolidated financial statements show the impacts of the differences between IFRS and Canadian

GAAP as at the date of transition (January 1, 2010) and as at and for the year ended December 31, 2010.
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CONSOLIDATED STATEMENTS OF FINANCIAL POSITION
(In thousands of US dollars)

ASSETS

Deferred tax assets

User funds held on deposit
Property, plant and equipment
Intangible assets

Total non-current assets
Cash and cash equivalents
Security deposits

User funds held on deposit
Trade and other receivables
Current tax assets
Prepayments

Total current assets

Total assets

EQUITY

Share capital

Share-based payment reserve

Deficit

Total equity attributable to shareholders of CryptoLogic
Non-controlling interest

Total equity

LIABILITIES

Deferred tax liabilities
User funds held on deposit
Total non-current liabilities
Trade payables and accrued liabilities
Provisions

Income taxes payable

User funds held on deposit
Total current liabilities
Total liabilities

Total equity and liabilities

29

Canadian
Notes GAAP

$1,549
7,929
7,774
4,342
21,594
23,447
250

w o m
o

7,972
681
9,426
41,776
$63,370

$33,916

A 7,633
(4,753
36,796

C 2,948
39,744

B 384

E 7,929
8,313
13,156

2,157
15,313

23,626
$63,370

Effect of
transition
to IFRS
January 1,
2010

$—
(7,929
(4,948
4,564
(8,313

7,929

7,929
$(384

$—
(1,987
) 1,987

(384
(7,929
(8,313
(3,020
3,020

7,929

7,929

(384
$(384

)

~— N N

)

IFRS
$1,549

2,826
8,906
13,281
23,447
250
7,929
7,972
681
9,426
49,705
$62,986

$33,916
5,646
(2,766
36,796
2,948
39,744

10,136
3,020
2,157
7,929
23,242
23,242
$62,986
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CONSOLIDATED STATEMENTS OF FINANCIAL POSITION
(In thousands of US dollars)

ASSETS

Deferred tax assets

User funds held on deposit
Property, plant and equipment
Intangible assets

Total non-current assets
Cash and cash equivalents
Security deposits

User funds held on deposit
Trade and other receivables
Current tax assets
Prepayments

Total current assets

Total assets

EQUITY

Share capital

Share-based payment reserve

Deficit

Total equity attributable to shareholders of CryptoLogic
Non-controlling interest

Total equity

LIABILITIES

Deferred tax liabilities
User funds held on deposit
Total non-current liabilities
Trade payables and accrued liabilities
Provisions

Income taxes payable

User funds held on deposit
Total current liabilities
Total liabilities

Total equity and liabilities

30

Canadian
Notes GAAP

$864
6,069
4,713
,D 95
11,741
10,584
515

e=Blwhles|

5,046
730
8,942
25,817
$37,558

$34,129
A 7,826
(25,140
16,815
C 1,226
18,041

B 29

E 6,069
6,098
13,060

359

13,419
19,517
$37,558

)

Effect of
transition
to IFRS
December
31,2010

$—
(6,069
(2,128
2,115
(6,082

6,069

6,069
$(13

$—
(2,262
2,262

13
(6,069
(6,082
(5,353
5,353

6,069

6,069

(13
$(13

)

~— N N~

)

IFRS
$864

2,585
2,210
5,659
10,584
515
6,069
5,046
730
8,942
31,886
$37,545

$34,129
5,564
(22,878
16,815
1,226
18,041

16
16
7,707
5,353
359
6,069
19,488
19,504
$37,545
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CONSOLIDATED STATEMENTS OF COMPREHENSIVE LOSS
(In thousands of US dollars, except per share data)

Total revenue

Expenses:

Operating

General and administrative

Reorganization

Impairment of property, plant and equipment
Impairment of intangible assets

Finance costs

Depreciation

Amortization of intangible assets

Results from operating activities

Finance income

Finance costs

Net finance costs

Profit on derecognition of available-for-sale assets
Loss before income taxes

Income tax expense

Loss and total comprehensive loss for the period

Loss and total comprehensive loss attributable to:
Shareholders of CryptoLogic

Non-controlling interests

Loss and total comprehensive loss for the period

31

Notes

wAvlisRvllwi

™ ™

Effect of
Canadian transition
GAAP to IFRS IFRS
Year ended December 31, 2010
$25,988 $- $25,988
30,230 (100 30,130
7,561 — 7,561
1,935 - 1,935
1,763 (1,763 —
3,566 1,763 5,329
65 (65 —
2,047 (1,005 1,042
325 1,005 1,330
47,492 (165 47,327
(21,504 ) 165 (21,339
80 175 255
— (65 (65
80 110 190
185 — 185
(21,239 ) 275 (20,964
657 — 657
$(21,896 ) $275 $(21,621
(20,387 ) 275 (20,112
(1,509 ) - (1,509
$(21,896 ) $275 $(21,621
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CONSOLIDATED STATEMENTS OF CASH FLOWS
(In thousands of US dollars)

Effect of
Canadian transition
GAAP to IFRS IFRS
Notes Year ended December 31, 2010
Cash flows from/(used in):
Operating activities:
Loss for the period A $(21,896 ) $275 $(21,621
Adjustments for:
Depreciation D 2,047 (1,005 ) 1,042
Amortization of intangible assets D 325 1,005 1,330
Impairment of property, plant and equipment D 1,763 1,763 ) -
Impairment of intangible assets D 3,566 1,763 5,329
Deferred tax 684 - 684
Gain on long-term investments (185 ) 185 -
Cash received from derecognition of available-for-sale
assets - (185 ) (185
Interest received - (80 ) (80
Unrealized foreign exchange difference on cash and cash
equivalents - (26 ) (26
Share-based payments A 193 (275 ) (82
(13,503 ) (106 ) (13,609
Change in operating assets and liabilities:
Change in trade and other receivables 2,926 - 2,926
Change in prepayments 484 - 484
Change in trade payables and accrued liabilities (2,429 ) - (2,429
Change in provisions 2,333 — 2,333
Cash flows from/(used in) operating activities (10,189 ) (106 ) (10,295
Income taxes receivable/payable (1,550 ) - (1,550
Net cash flows from/(used in) operating activities (11,739 ) (106 ) (11,845
Investing activities:
Acquisition of property, plant and equipment (822 ) - (822
Disposal of property, plant and equipment 21 - 21
Acquisition of intangible assets (243 ) - (243
Cash received from long-term investments 185 (185 ) -
Cash received from derecognition of available-for-sale
assets - 185 185
Interest received - 80 80
Decrease/(increase) in security deposits (265 ) - (265
Net cash flows from/(used in) investing activities (1,124 ) 80 (1,044
Net increase/(decrease) in cash and cash equivalents (12,863 ) (26 ) (12,889
Cash and cash equivalents, beginning of period 23,447 - 23,447
Unrealized foreign exchange difference on cash and cash
equivalents - 26 26
Cash and cash equivalents, end of period $10,584 $— $10,584
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A. Share-based payments

The Company has a share option plan for directors, officers and other key employees. Under Canadian GAAP, share
option grants were accounted for as capital transactions at the time of the grant and were reflected as share-based
payment reserve in the total equity attributable to the shareholders of the Company. The fair value of the options was
measured at grant date using the Black-Scholes pricing model, and was recognized over the period that the employee
earns the options. The fair value was recognized as an expense in the consolidated statements of comprehensive
income/(loss) with a corresponding increase in equity. The amount recognized as expense was adjusted to reflect the
number of share options expected to vest. The Company did not estimate forfeitures in determining the expense to be
recognized over the service period and forfeitures were accounted for as they occurred.

Under IFRS, share options for directors, officers and other key employees are measured initially, based on the fair
value of the options, using an option-pricing model. Each vesting installment over the vesting period of the options is
accounted for as a separate arrangement and the Company estimates the number of options for which the requisite
service is expected to be rendered.

B. Deferred tax

In January 2007, the Company acquired the poker brand and the customer list of Parbet and the assets and operations
of Casino.co.uk, a gambling portal. Included in the allocation of the purchase price, the Company recorded future
income tax liabilities.

Under IFRS, a deferred tax liability is not recognized if it arises from the initial recognition of an asset or liability in a
transaction that is not a business combination and, at the time of the transaction, affects neither accounting profit nor
taxable profit.

C. Non-controlling interest

Under Canadian GAAP, the Company classified non-controlling interest (minority interest) as a separate component
between liabilities and equity in the consolidated balance sheets.

Under IFRS, non-controlling interest is classified as a component of equity separately disclosed from the parent
shareholders’ equity.

In addition, the Company has elected to avail of the exemption under IFRS 1 not to retrospectively restate any
business combinations under IFRS 3 Revised.

D. Property, plant and equipment

Under Canadian GAAP, the Company classified computer software licenses and capitalized software development
costs as property, plant and equipment.

Under IFRS, computer software licenses and capitalized software development costs are classified as intangible
assets.

E. User funds held on deposit

Under Canadian GAAP, the Company classified user funds held on deposit as a separate component of non-current
assets. Under IFRS, user funds held on deposit are reclassified as current assets.
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F. Finance costs

Under Canadian GAAP, the company classified foreign exchange gains and losses as a component of operating
expense in the consolidated statements of comprehensive income/(loss). Under IFRS, foreign exchange gains and
losses other than those arising on financial instruments measured at fair value through the profit and loss are recorded
as a component of net finance income/costs. Finance costs are shown on the face of the consolidated statements of
comprehensive income/(loss) as an expense after results of operating activities.

C. RESEARCH AND DEVELOPMENT

CryptoLogic makes significant investments in research and development to remain competitive with technology
advancements and product evolution in the global online gambling market. Research and development personnel
comprised 19% of our workforce at December 31, 2011 (2010: 18%).

D. TREND INFORMATION

Refer to the Overview at the beginning of this “Item 5. Operating and Financial Review and Prospects” above.
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E. OFF-BALANCE SHEET ARRANGEMENTS

As of March 16, 2012, the Company has no off-balance sheet arrangements that have or are reasonably likely to have
a current or future effect on the Company’s financial condition, revenues or expenses, results of operations, liquidity,
capital expenditures or capital resources.

F. CONTRACTUAL OBLIGATIONS

The following table summarizes our known contractual obligations as of December 31, 2011:

Less than After
Total 1 year 1-3 years 3-5 years 5 years

(In thousands of U.S.
dollars)
Facility leases $ 3561 $ 1,186 $ 1,409 $ 508 $ 458
Minimum royalty
payments and purchase
commitments 579 479 100 - -
Total outstanding cash
commitments $ 4140 $ 1665 $ 1509 $ 508 $ 458

Total cash commitments at December 31, 2011 were $4.1 million (2010: $8.0 million). The Company has entered
into lease agreements for premises expiring at various periods up to May 2020.

G. SAFE HARBOR

Refer to “Cautionary Statement Regarding Forward-Looking Information” on page 2 of this annual report.

ITEM 6. DIRECTORS, SENIOR MANAGEMENT AND EMPLOYEES
A. DIRECTORS AND SENIOR MANAGEMENT

The following table and the narrative that follows set forth the name, age, residence, position, date of first election of
each director and member of senior management for CryptoLogic as at March 16, 2012.

Name and Municipality Served as a Director (5)/

Age Principal Occupation

of Residence Officer Since
Thomas Byrne 62 Director April 13, 2007
(H2)3)4@) Self-employed Chartered Accountant

Dublin, Ireland

Simon Creedy Smith 52  Director June 29, 2011
(H2)AB)4@) Self-employed Chartered Accountant

Berkshire, England

David Gavagan (4) 60 Interim Chief Executive Officer, Chairman June 17, 2008
Dublin, Ireland and Director

Self-employed Chartered Accountant
68  Director June 3, 2009
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James Wallace (1)(2) Self-employed Chartered Accountant

3)4)

Cheshire, England

Huw Spiers 48  Group Head of Operations and Chief August 15, 2010

Dublin, Ireland Financial Officer

John Loughrey 50  General Counsel and Company Secretary August 11, 2010

Dublin, Ireland

Ian Price 49  Group Head of Business Development October 1, 2010

West Sussex, England

(D) Member of Audit Committee at December 31, 2011 and up to March 16, 2012.

2) Member of Remuneration Committee at December 31, 2011 and up to March 16, 2012.
3) Member of Nominating Committee at December 31, 2011 and up to March 16, 2012.
€)) Member of Compliance and Governance Committee at December 31, 2011 and up to March 16, 2012.
) Each director is elected annually to hold office until the next annual meeting of shareholders.

Biographies of each of the directors and officers set out in the above table and their respective positions held for the
last five years are noted below.

Thomas Byrne, FCA, CDIR is a Chartered Accountant and a Chartered Director. He was a partner in a global
accounting firm before joining Ireland’s largest brokerage firm where he was head of Corporate Finance. He set up his

own corporate
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advisory company in 2001. He served as Chairman of the Audit Committee of EcoSecurities Group Plc until it was
privatized in late 2009. In addition to serving on the boards of SWIP 11 PLC, the Irish Takeover Panel, and the
Institute of Directors in Ireland, he is also a non-executive director of a number of Irish private companies.

Simon Creedy Smith, ACA is a Chartered Accountant. He was a partner in Deloitte LLP in the United Kingdom for
more than 20 years, the majority of which were spent in the Corporate Finance division including five years as
European Head of Transaction Services. He is a Governor/Director of two schools in England, Stowe where he chairs
the Finance Committee and Downe House.

David Gavagan, FCA was the co-founder and managing/senior partner of Hibernia Capital Partners, where he served
in this capacity from 1996 until the fund closed in 2006. Hibernia Capital Partners was a private equity fund
manager. At present, Mr. Gavagan is a self-employed Chartered Accountant and serves as a non-executive director on
a number of private companies. Mr. Gavagan was appointed Chairman of the Board at the annual shareholder’s
meeting on June 3, 2009. Mr. Gavagan was appointed Interim CEO on August 12, 2010.

James Wallace, FCA is a professional public company director who currently sits on the boards of two public
companies in the United Kingdom. He is currently Chairman of Scapa Group plc, and a non-executive director of the
Manchester Airport Group. Previously Mr. Wallace served as senior independent non-executive director and Audit
Committee Chairman of NCC Group plc until 2010, Chairman of Bodycote International plc until 2008, and senior
independent non-executive director of Holidaybreak plc until 2008. Mr. Wallace also served as Chairman of Sigma
Capital Group plc until 2008 and Chairman of the Audit Committee of Sanctuary Group plc until 2007. Mr. Wallace
is also a Chartered Accountant by profession.

Huw Spiers, FCA is a Fellow of the Institute of Chartered Accountants in England and Wales. From 2009 to 2010,

Mr. Spiers was Chief Financial and Operating Officer at dotMobi, a leading domain registry and mobile technology

company based in Dublin. Mr. Spiers’ prior posts include nine years at PolarLake, a provider of data distribution and
integration solutions primarily for financial services and government markets, five years as director and CFO of

London & Overseas Freighters, a NASDAQ and LSE-listed tanker shipping group headquartered in Bermuda, and

Senior Manager with KPMG Peat Marwick.

John Loughrey was appointed General Counsel and Company Secretary in August 2010. He previously held senior
positions in the legal department for Vodafone Group Plc, and was an attorney for AirTouch Communications, Inc.,
and an associate with the law firm of Squire, Sanders & Dempsey.

Ian Price has over twenty years’ experience in senior management and operational roles in the betting and gambling
industry and now leads CryptoLogic’s business development, product management and sales teams. Mr. Price’s
previous roles include Chief Operating Officer at LVS, a betting and gambling software development company, Head
of UK Retail Operations at Paddy Power, Managing Director of Victor Chandler International, Operations Director at
Victor Chandler International, and Regional Director at William Hill.
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B. COMPENSATION

The following table presents all compensation in respect of senior management for the financial year ended December
31,2011.

Share- Option- Non-Equity

Name and Principal Salary ) Pension  All Other Total
Position e (D) Baedl Bl Ly [Pl Value Compensation Compensation
Awards Awards  Compensation p p
Annual Long-Term
Incentive Incentive
Plans Plans
David Gavagan
Chairman, Interim ), 306 0¢3 NI NIL 76521  NIL  NIL NIL 382,604
Chief Executive
Officer and Director
Huw Spiers
Group Head of
. . 2011239,997 NIL 35,774 102,955 NIL 24,000 13,356(2) 416,082

Operations and Chief
Financial Officer
Ian Price
Group Head of

) 2011264,622 NIL 21,465 95,264 NIL 32,075 11,226(2) 424,652
Business
Development
John Loughrey
General Counsel and 2011215,649 NIL 7,155 NIL NIL NIL NIL 222,804

Company Secretary

Emma Tompkins

Acting Head 2011158,254 NIL 7,155 38,260 NIL NIL NIL 203,669

of Malta Operations

(1) All amounts in this Table are expressed in US dollars. Unless otherwise indicated, where actual compensation
was paid in a currency other than US dollars, the amounts in this Table are calculated based on the average
effective local currency to US dollar exchange rate for fiscal year 2011.

2) This amount consists of a car allowance.
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Incentive Plan Awards
Outstanding Share-Based Awards and Option-Based Awards

The following table presents information relating to all share-based and option-based awards outstanding as at
December 31, 2011 in respect of senior management.

Option-Based Awards Share-Based Awards
Number Of Market Or
Number Of Value Of Shares Or Payout Value

Securm.es Opthn Optlop Unexercised Units Of Shares Of Share-Based
Name Underlying Exercise Expiration In-
Unexercised Price Date The- Mone That Awards
Options Obtions y Have Not That Have Not
P p Vested Vested
#) $ M &) #) &)
September 9,
. 45,000 1.18 2015
Huw Spiers 50,000 1.45 January 7, 99,550 NIL NIL
2016
December 7,
. 10,000 C$3.30 2014
Ian Price 30,000 1.45 Vet 7 27,600 NIL NIL
2016
April 12, 2015
John Loughrey 10,000 4.17 January 7, 9,200 NIL NIL
10,000 1.45
2016
E m ma 4,600 1.45 January 7, 9,200 NIL NIL
Tompkins ’ ’ 2016 ’

(1) All amounts in this Table are expressed in US dollars unless otherwise indicated.
Incentive Plan Awards — Value Vested or Earned During the Year

Oiptten el At _Share-Based Awards - Non-Equity Incentive Plan

Name Value Vested Value Compensation -
) Vested During The Value Earned During The
During The Year (1)

Year Year

David Gavagan NIL NIL 76,521

Huw Spiers 13,388 NIL 102,955

Ian Price NIL NIL 95,264

Emma Tompkins NIL NIL 38,260

(1) All amounts in this Table are expressed in US dollars.
Long-Term Incentive Plan

The long-term incentive plan (“LTIP”) was adopted by the Board of Directors with effect as of January 1, 2005. The
LTIP is intended to enhance the Company’s ability to attract and retain high quality individuals to serve as officers and
executives of the Company and to align the interests of officers and executives with those of shareholders of the
Company. The LTIP provides performance-based incentives, payable in cash, Ordinary Shares or a combination of
both. Any payments in Ordinary Shares are made through acquisitions of those Ordinary Shares by the Company in
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the secondary market, which avoids any dilutive effect to shareholders’ interests. The LTIP provides for the granting
of performance share units (“PSUs”) on a discretionary basis to reward participants for growth in the Company’s
earnings per share and share price, with vesting occurring over a 3 year period (generally referred to as a “performance
cycle”). In the LTIP’s inaugural year, 50% of the initial grant of PSUs was structured to vest at the end of year 2, and
the remaining 50% at the end of year 3. In subsequent years, grants are generally structured to vest 100% at the end of
year 3. Vesting may also be accelerated under certain circumstances, such as a change of control of the Company as
defined in the LTIP, or a participant’s death. The Chief Executive Officer, the President, each Vice President, each
Director or Director-level executive, each other officer of the Company and certain consultants are eligible to
participate in the LTIP, on a discretionary basis. Non-employee members of the Board of Directors are not eligible
participants. Generally, PSUs granted under the LTIP are not transferable. PSU grants and the financial and
performance objectives required for PSUs to vest are subject to review and approval of the Remuneration Committee.

The LTIP has been designed to reward participants for growth in earnings per share and share price through
overlapping three-year performance cycles. The LTIP payout is generally based upon the product of three factors: (i)
the number of PSUs awarded; (ii) the share price at the end of the performance cycle; and (iii) a “performance modifier”
that is based upon
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cumulative earnings per share actually achieved by the Company during the performance cycle. Generally, if
cumulative targeted earnings per share are not satisfied, no payouts are made. Grants were made under the LTIP from
2005 to 2007 with final maturity on December 31, 2009. No amounts were earned in fiscal year 2009, the final year
of maturity. No PSUs have been granted since fiscal 2007.

Pension Plan Benefits

The Company provides pension benefits to certain members of the senior management: Mr. Spiers in respect of whom
the Company was contractually obligated to contribute $24,000 in 2011 to the pension plan provided by the Company
for all of its Ireland-based employees; Mr. Price, in respect of whom the Company was contractually obligated to
contribute $32,075 in 2011 to a pension plan. Certain other managers receive pension benefits which were not
material in 2011.

Termination and Change of Control Benefits

The following is a summary of termination and change of control payments or benefits accruing to senior
management.

Huw Spiers — Group Head of Operations and Chief Financial Officer

The Company and Mr. Spiers entered into an employment agreement dated May 6, 2010. Pursuant to Mr. Spiers’
employment agreement he is entitled to receive a fixed base salary, a discretionary bonus, a car allowance, and a

contribution to his pension. Any incremental payments that would be triggered under various termination

circumstances are summarized below:

Termination by the Company Other Than For Cause

The Company may terminate Mr. Spiers’ employment by giving notice. In such case, Mr. Spiers will be entitled to a
lump sum payment made up of the following sums: (a) 12 months’ base salary; and (b) any unpaid bonus in respect of
the previous year of employment.

Termination With Respect to a Change of Control

In the event Mr. Spiers’ employment is terminated in connection with or following a change of control of the
Company, Mr. Spiers will be entitled to a termination payment as set out above, and in addition, he will be entitled to

a lump sum payment equal to three months’ base salary.

Voluntary Termination by Mr. Spiers

Mr. Spiers must provide the Company with a minimum of three months’ written notice should he wish to voluntarily
terminate his employment with the Company.

Ian Price — Group Head of Business Development
The Company and Mr. Price entered into an employment agreement dated December 6, 2009. Pursuant to Mr. Price’s
employment agreement he is entitled to receive a fixed base salary, a discretionary bonus, a car allowance, and a

contribution to his pension. Any incremental payments that would be triggered under various termination
circumstances are summarized below:
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Termination by the Company Other Than For Cause

The Company may terminate Mr. Price’s employment by giving a minimum of nine months’ written notice. The
Company may elect to pay Mr. Price in lieu of his period of notice.

Voluntary Termination by Mr. Price

Mr. Price must provide the Company with a minimum of nine months’ written notice should he wish to voluntarily
terminate his employment with the Company.

John Loughrey — General Counsel and Company Secretary

The Company and Mr. Loughrey entered into an employment agreement dated April 12, 2010. Pursuant to Mr.

Loughrey’s employment agreement he is entitled to receive a fixed base salary, a discretionary bonus, and a
contribution to his pension. Any incremental payments that would be triggered under various termination

circumstances are summarized below:

Termination by the Company Other Than For Cause

The Company may terminate Mr. Loughrey’s employment by giving a minimum of nine months’ written notice. The
Company may elect to pay Mr. Loughrey in lieu of his period of notice.

38

75



Edgar Filing: CRYPTOLOGIC LTD - Form 20-F

Voluntary Termination by Mr. Loughrey

Mr. Loughrey must provide the Company with the statutory minimum of one week’s written notice should he wish to
voluntarily terminate his employment with the Company.

Emma Tompkins — Acting Head of Malta Operations

The Company and Ms. Tompkins entered into an employment agreement dated March 11, 2010. Pursuant to Ms.
Tompkins’s employment agreement she is entitled to receive a fixed base salary, and a discretionary bonus. Any
incremental payments that would be triggered under various termination circumstances are summarized below:
Termination by the Company Other Than For Cause

The Company may terminate Ms. Tompkins’s employment by giving a minimum of three months’ written notice. The
Company may elect to pay Ms. Tompkins in lieu of her period of notice. In the event that Ms. Tompkins is given
notice of termination of employment on or before June 30, 2012, she will be entitled, in addition, to a lump sum
payment equal to three months’ base salary.

Voluntary Termination by Ms. Tompkins

Ms. Tompkins must provide the Company with a minimum of six weeks’ written notice should she wish to voluntarily
terminate her employment with the Company.

Director Compensation
Director Compensation Table

The following table presents all amounts of compensation provided to the directors for the year ended December 31,
2011:

Option- Non-Equity
Fees Share-Based - Incentive  Pension All Other
Name Based . Total
Earned (1) Awards Plan Value Compensation
Awards .
Compensation

Thomas Byrne 61,217 NIL NIL NIL NIL NIL 61,217
Simon Creedy Smith (2) 31,079 NIL NIL NIL NIL NIL 31,079
David Gavagan (3) NIL NIL NIL NIL NIL NIL NIL
James Wallace 61,217 NIL NIL NIL NIL NIL 61,217
) All amounts are in US dollars.
2) Simon Creedy Smith was appointed on June 29, 2011.

(3) As an executive director, compensation for Mr. Gavagan is included in the table of compensation for senior
management above.

Narrative Discussion
Director compensation consists of a retainer fee for non-executive directors and additional fees in connection with
service as committee chairs. For the most recently completed financial year, director fees were set at €40,000 per

annum ($55,612 per annum, based on the average effective euro to US dollar exchange rate for fiscal year 2011), with
an additional €4,000 ($5,565, based on the average effective euro to US dollar exchange rate for fiscal year 2011)
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payable in connection with serving as a committee chair.

Outstanding Share-Based Awards and Option-Based Awards

There were no share-based or option-based awards outstanding as at December 31, 2011 in respect of the directors.
C. BOARD PRACTICES

All Directors are elected annually by the Company’s shareholders and hold office until the next Annual Meeting of
Shareholders. The Directors' service contracts do not provide for benefits upon termination of service.

The Board of Directors is responsible for the general supervision of the management of the business. The Board will
meet regularly to review the business operations, corporate governance and financial results of the Company.

The Board will discharge its responsibilities directly or through its committees, which consist of the Audit Committee,
the Remuneration Committee, the Compliance and Governance Committee and the Nominating Committee. Copies

of the Terms of Reference for each committee are available on our website at www.cryptologic.com.
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For information concerning the period during which the current directors have served as director of the Company, see
“Item 6.A. — Directors and Senior Management”.

Audit Committee

The members of the Audit Committee are Thomas Byrne, James Wallace and Simon Creedy Smith. Mr. Byrne serves
as Chairman of the Audit Committee. Each member is “independent” as that term is defined by the NASDAQ listing
standards applicable to the Company. The Audit Committee normally meets a minimum of four times per year.

The overall purpose of the Audit Committee is to monitor the Company’s system of internal financial controls and
procedures, to evaluate and report on the integrity of the financial statements of the Company, to enhance the
independence of the Company’s external auditors and to oversee the financial reporting process of the Company.

Remuneration Committee

The members of the Remuneration Committee are James Wallace, Thomas Byrne and Simon Creedy Smith. Mr.
Wallace serves as the Chairman of the Remuneration Committee. Each member is “independent” as that term is defined
by the NASDAQ listing standards applicable to the Company. The Remuneration Committee normally meets a
minimum of two times per year.

The duties of the Remuneration Committee include recommending to the Board appropriate human resource and
compensation policies for the Company. The Remuneration Committee has responsibility for reviewing
compensation for the directors and officers. The committee periodically reviews the adequacy and form of the
compensation of the directors of the Company with a view to ensuring that such compensation realistically reflects the
responsibilities and risks of being a director.

Compliance and Governance Committee

The members of the Compliance and Governance Committee are David Gavagan, Thomas Byrne, James Wallace and
Simon Creedy Smith. Mr. Gavagan serves as Chairman of the Compliance and Governance Committee. The
Compliance and Governance Committee normally meets not less than once per year.

The Compliance and Governance Committee is responsible for reviewing the Company’s corporate governance
(committees, mandates and composition) on an annual basis to ensure: (i) adherence to best practices based on
evolving industry standards; and (ii) legal compliance with all applicable statutes and regulations pertaining to, among
other things, financial reporting, internal controls, disclosure of a non-financial nature, as well as the evolution of
fiduciary standards, and prescribed by statute, regulation and as it evolves in common law.

The Compliance and Governance Committee also reviews the Company’s compliance practice relating to the license
and certification of its subsidiary’s gambling software to the Internet gambling industry, reviewing all probity reports
requested respecting its subsidiaries’ licensees, and assessing global legislative developments as they may affect the
Company’s business around the world.

Nominating Committee

The members of the Nominating Committee are James Wallace, Thomas Byrne and Simon Creedy Smith. Mr.
Wallace serves as Chairman of the Nominating Committee.
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The Board of Directors considers its size each year when it considers the number of Director nominees to recommend
to the shareholders for election at the annual meeting of shareholders, taking into account the number required to carry
out the Board’s duties effectively and to maintain a diversity of views and experience.

The Nominating Committee normally meets when appropriate, but at least once per year. The Nominating Committee
reviews the skills of the prospective directors, identifies any deficiencies and directs interviewing of suitable
candidates. In order to encourage an independent nominating process, once a candidate is identified, such candidate
meets with the Directors on an individual basis and as a group to discuss the Company’s business and regulatory
activities. The Directors then receive a recommendation from the Nominating Committee on any candidate, who must
be approved by the Board as a whole.

D. EMPLOYEES

The following table sets forth information detailing the total number of employees at the years ended December 31,
2011 and 2010, which excluded an average of eight consultants or independent contractors during the most recent
financial year.
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2011 % Total 2010 % Total

Total number of

employees 103 100 % 111 100 %
By country:

Malta 42 41 % 47 43 %
Canada 32 31 % 39 35 %
Ireland 22 21 % 18 16 %
United Kingdom 7 7 % 7 6 %

E. SHARE OWNERSHIP

The following table sets forth, as of March 16, 2012, the number of Ordinary Shares (including Exchangeable Shares)
beneficially owned by the then serving senior management and Directors of the Company, individually, and as a
group, and the percentage of ownership of the outstanding Ordinary Shares (including Exchangeable Shares)

represented by such shares.

The Ordinary Shares (including Exchangeable Shares) held by senior management and Directors listed below have

voting rights no different than the voting rights associated with Ordinary Shares generally.

Name of Beneficial Owner OIREHIFTRy SIIERES Percent of
Held Class
Thomas Byrne 8,000 *
James Wallace NIL &
Simon Creedy Smith NIL *
David Gavagan 3,000 >
Ian Price 40,000 (1) *
Huw Spiers 95,000 (1) *
John Loughrey 20,000 (1) *
Emma Tompkins 10,000 (1) &
Senior Management and Directors of the Company as a 176000 (1) 1%
group (8 persons)
*  Less than 1%
1 Includes the following options to purchase Ordinary Shares
Name Number((;f) Options Exercg; Price Bt e Bgpmiion
Huw Spiers 45,000 US$1.18 September 9, 2015
uwSp 50,000 US$1.45 January 7, 2016
Tan Price 10,000 C$3.30 December 7, 2014
30,000 US$1.45 January 7, 2016
John Louchre 10,000 US$4.17 April 12,2015
uehrey 10,000 US$1.45 January 7, 2016
Emma Tompkins 10,000 US$1.45 January 7, 2016
Stock Option Plan
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The Company maintains a Stock Option Plan for its directors, officers and employees. The principal features of the
Stock Option Plan are as follows:

The Stock Option Plan authorizes the issuance of 3,900,000 options. As of December 31, 2011, there were 1,120,962
options are available for issuance under the Stock Option Plan.

Options have a term of five years or less and will be subject to earlier termination in certain circumstances. An option
will only become exercisable after the following vesting periods:

Options have a term of five years or less and will be subject to earlier termination in certain circumstances. An option
will only become exercisable after the following vesting periods:

one-third of the options granted to Directors will vest at the date of grant, one additional third one year thereafter,
and the remaining third one year after that;
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unless otherwise permitted by the Remuneration Committee, all other options granted will vest at a rate of
one-quarter of the total amount granted per year, the first vesting date to follow one year after the date of
grant. Vesting dates will follow annually on the anniversary date of the original grant, provided that in the event
of a public takeover bid all options will immediately vest.

Any option granted under the Option Plan, to the extent that such option has not been validly exercised, will terminate

on the earlier of the following dates: (i) the date of expiration specified in the option agreement; (ii) 30 days after the

date of the termination or expiration of the optionee’s employment, directorship or service agreement other than by
cause and other than by retirement, permanent disability or death; (iii) six (6) months after the date of the optionee’s
death; and (iv) three (3) months after termination of the optionee’s employment by permanent disability or retirement
under any retirement plan of the Company.

No one person may receive or hold options entitling the purchase of 5% or more the outstanding Ordinary Shares.

The exercise price is fixed by the directors but is not less than the market value of the Ordinary Shares at the date of
the grant (the closing price on the day of the grant or the average between highest and lowest prices on such da

Stock options are not assignable by the holder.

The CEO may issue up to 5,000 options to non-executive staff members without approval from the remuneration
committee. However the CEO must report any issuances immediately.

No financial assistance will be provided by the Company to option holders in connection with the exercise of stock
options granted under the Stock Option Plan.

The Stock Option Plan is administered by the Board of Directors on the advice of the Remuneration Committee.

Amendments to the Stock Option Plan require the approval of the directors and those shareholders not otherwise
eligible to receive a benefit under the plan.

Upon and at any time after the commencement of a public take-over bid, the Stock Option Plan provides that each
holder of options shall, regardless of whether such options have vested, have the right to exercise such options with
respect to all of the Ordinary Shares acquired through the exercise of the options, which have not been purchased by
the option holder prior to the commencement date of the public take-over bid. For purposes of the Stock Option Plan,

a “public take-over bid” means a bid for the Ordinary Shares in respect of which a take-over bid circular is prepared and
delivered to shareholders of CryptoLogic pursuant to the provisions of any securities legislation in any province of
Canada. The recommended cash offer by Amaya Gaming Group Inc. constituted a “public take-over bid” for the
purposes of the Stock Option Plan and, accordingly, all options issued under the Stock Option Plan have vested.

The following table sets forth the number of Ordinary Shares authorized for issuance under the Stock Option Plan as
at December 31, 2011.

Plan category Number of  Weighted-average = Number of securities
securities exercise price of  remaining available for
to be issued outstanding future issuance under
upon options, equity
exercise of warrants and compensation plans
outstanding rights (excluding securities
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options, reflected in column (a))
warrants and
rights
(a) (b) (©)

Stock Option

Plan C$ 39,250 C$16.45 —(1

Stock Option

Plan US$ 320,000 US$1.48 1,120,962 (1)

(1) Stock Options can be issued in either C$ or US$. For simplification purposes, the amount disclosed here has
been classified as US$.

Employee Share Purchase Plan

In 2005, the Company established an Employee Share Purchase Plan (ESPP) to provide employees with an
opportunity to purchase Ordinary Shares, further participants’ alignment with the interests of shareholders and allow
them to participate in the growth of the Company. Participation is limited to eligible employees and independent
consultants of the Company and its subsidiaries. Employees become eligible after six months of employment with the
Company. There are four (4) offering periods (each, an “Offering Period”) per year (once a quarter), as determined by
the Board of Directors. Ordinary Shares will be purchased, through an agent, at market value on the open market of
the Toronto Stock Exchange. Employees may elect to purchase Ordinary Shares through a cash transaction at the
beginning of the Offering Period, or through payroll deductions over a 12 month period. Employees can contribute up
to 10% of their salary (excluding bonuses). The Company will match 50% of the employee’s contribution, subject to a
C$2,500 annual limit. Ordinary Shares purchased with Company match funds will have a 12 month hold period (from
the date of purchase).
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No Ordinary Shares were purchased as part of the ESPP in 2011. As at December 31, 2011 there were 1,242 Ordinary
Shares held under the Employee Share Purchase Plan.

ITEM 7. MAJOR SHAREHOLDERS AND RELATED PARTY TRANSACTIONS
A. MAJOR SHAREHOLDERS

As of March 16, 2012 there were 12,990,240 Ordinary Shares and 828,811 Exchangeable Shares
outstanding. Including Exchangeable Shares, the Ordinary Shares outstanding would be 13,819,051. The holders of
Exchangeable Shares are entitled to one vote per Exchangeable Share. CryptoLogic has issued a special voting share
to a third party trustee, the purpose of which is to provide holders of Exchangeable Shares with the right to vote on
CryptoLogic matters. For the purposes of the table below, the number of Ordinary Shares and Exchangeable Shares
are added together to determine the percentage of votes held.

The following table sets forth information regarding beneficial ownership of our Ordinary Shares as of March 16,
2012 by each person or organization that is known to us to own beneficially or exercise control or direction over
shares carrying more than 5% of our outstanding Ordinary Shares.

Name and Location of Percent of Ordinary Percent of Ordinary
.. Number of Ordinary Shares Outstanding Shares Outstanding
Beneficial . . .
Owner Shares (excluding (including Exchangeable
Exchangeable Shares) Shares) (7)
Thousand Hills Limited
Isle of Man 2,578,238 (1) 19.85% 18.66%
The K2 Principal Fund
L.P. 1,095,358 (2) 8.43% 7.93%
Canada
Amaya Gaming Group
Inc. 971,629 (3) 7.48% 7.03%
Canada
Renaissance
Technologies LLC 851,700 (4) 6.56% 6.16%
USA
David Birkenshaw 775,937 (5) 5.97% 5.61%
Canada
Loeb Offshore
Management LP 694,025 (6) 5.34% 5.02%
USA

(1) Based upon information reported by Thousand Hills Limited in a Schedule 13D/A filed with the SEC on
September 1, 2011 with respect to its beneficial ownership as of August 24, 2011.

(2) Based upon information reported by The K2 Principal Fund L.P. in a Form 8.3 filed with the London Stock
Exchange on February 17, 2012 with respect to its beneficial ownership as of February 17, 2012.

(3) Based upon information reported by Amaya Gaming Group Inc. in a Form 8 (OPD) filed with the London Stock
Exchange on December 20, 2011 with respect to its beneficial ownership as of December 20, 2011.

(4) Based upon information reported by Renaissance Technologies LLC in a Schedule 13G/A filed with the SEC on
February 13, 2012 with respect to its beneficial ownership as of December 30, 2011.

(5) Based upon information reported by David Birkenshaw in a Form 8.3 filed with the London Stock Exchange on
July 12, 2011 with respect to its beneficial ownership as of June 30, 2011.

(6)
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Based upon information reported by Loeb Offshore Management LP in a Form 8.3 filed with the London Stock
Exchange on March 14, 2012 with respect to its beneficial ownership as of March 13, 2012.

(7) Based upon 13,819,051 shares outstanding (including Exchangeable Shares) as of March 16, 2012 and presuming
the listed beneficial owners’ position remained unchanged.

The Ordinary Shares held by the major shareholders listed above have voting rights no different than the voting rights
associated with Ordinary Shares generally.

As at March 16, 2012, we believe there was one record holder of our Ordinary Shares in the US, holding 84.2% of the
outstanding Ordinary Shares (excluding Exchangeable Shares). However, we believe the number of beneficial
shareholders is much higher, as the bulk of the Ordinary Shares held by these eight registered holders are held in trust
for others.

As far as is known to the Company, CryptoLogic is not directly or indirectly owned or controlled by another
corporation, by another foreign government or by any other natural or legal person severally or jointly.

B. RELATED PARTY TRANSACTIONS
The Company previously engaged the services of Stikeman Keeley Spiegel Pasternack LLP, a law firm in which
Robert Stikeman (former Chairman of the Board of Directors) is a partner. The Company incurred no fees in 2011

(2010: $0.01
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million; 2009: $0.06 million). In fiscal 2009, the Company determined that Stikeman Keeley Spiegel Pasternack LLP
would no longer act as primary outside counsel and its services have been transitioned to another law firm.

ITEM 8. FINANCIAL INFORMATION

A. CONSOLIDATED STATEMENTS AND OTHER FINANCIAL INFORMATION

Refer to “Item 17. Financial Statements” for a list of financial statements filed with this annual report.
Legal Proceedings

We are involved in litigation arising in the ordinary course of business. The outcome of such matters cannot be
predicted with certainty, and could have a material adverse effect on our business, revenues, operating results and
financial condition.

Moreover, from time to time, third parties have asserted and may continue to assert patent, trademark, copyright and
other intellectual property rights to technologies or business methods that we consider important. There can be no
assurance that the assertion of such claims will not result in litigation or that we would prevail in any such litigation or
be able to obtain a license for the use of any infringed intellectual property from a third party or, if such a license is
required, that it would be available on terms acceptable to us.

In December 2010, a significant supplier of games delivered to the Company a notice of arbitration relating to the
agreement between the two companies. In February 2011, the Company delivered to the supplier a notice of
termination of the agreement, to take effect from March 2011. Notwithstanding this termination, in April 2011, a
non-binding memorandum of understanding setting out a commercially acceptable solution was signed between the
parties with the aim of concluding a binding agreement. In June 2011, such binding agreement was concluded and
signed.

In February 2011, a brand licensor delivered to the Company a notice purporting to terminate the brand license
agreement between the two companies, claiming that the Company had breached such agreement. In May 2011, the
brand licensor reaffirmed its position that the brand license agreement is terminated. The Company believes there is
no breach that warrants termination of the agreement. In June 2011, the Company filed suit against the brand licensor
seeking judgment that any breach was cured and the agreement remains in force. In October 2011, the brand licensor
answered the complaint, denying any cure and filed a countersuit seeking monetary damages for the alleged breach of
the agreement and a declaration that the agreement has been terminated. This litigation is ongoing.

Dividend Policy

The holders of Exchangeable Shares and Ordinary Shares participate equally in voting and dividends. CryptoLogic
did not declare a dividend in 2011 or 2010 and does not expect to declare any further dividends for the foreseeable
future. However the decision as to whether or not to declare a quarterly dividend in the future will be duly considered
by the Board, having regard to the Company’s financial results.

B. SIGNIFICANT CHANGES

Subsequent Events

In January 2012, the Company announced that it had acquired, for nominal consideration, the Maltese online
gambling licenses for InterCasino from OIGE, the Company’s largest and longest-standing Hosted Casino licensee,
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resulting in the Company becoming an online casino owner.

In February 2012, a recommended cash offer from Amaya Gaming Group Inc. for the entire issued and to be issued
share capital of CryptoLogic was announced at a price of $2.535 per Ordinary Share.
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ITEM 9. THE OFFER AND LISTING

The following table sets forth, for the periods indicated, the range of the high and low prices of our Ordinary Shares as
reported by the Toronto Stock Exchange (symbol: CRY), NASDAQ Global Select Market (symbol: CRYP) and the
Main Market of the London Stock Exchange (symbol: CRP):

Toronto
Period Stock NASDAQ L(Elj:}?aiéz(:k
e Uy (British pence)
(C9)
High Low High Low  High Low
Fiscal Year Ended December 31, 2011 249 0.80 2.53 0.84 150.00 30.00
Fiscal Year Ended December 31, 2010 473 1.10 4.69 1.06 25500 55.00
Fiscal Year Ended December 31, 2009 10.19 3.01 8.60 2.35 547.50 185.00
Fiscal Year Ended December 31, 2008 2220 206 21.77 2.08 1,120.00 150.00
Fiscal Year Ended December 31, 2007 3481 17.00 31.20 17.26 1,520.00 893.50
Fiscal Year Ended December 31, 2011
Fourth Quarter 249 1.10 253 1.05 150.00 70.00
Third Quarter 1.51 090 1.58 0.90 105.00 30.00
Second Quarter 1.92 128 197 1.35 120.00 90.00
First Quarter 2.13 080 2.19 0.84 130.00 35.00
Fiscal Year Ended December 31, 2010
Fourth Quarter 190 1.16 196 1.12 105.00 55.00
Third Quarter 230 1.10 226 1.06 165.00 85.00
Second Quarter 473 193 469 1.80 24500 165.00
First Quarter 405 276 390 2.66 25500 205.00
February 2012 2,53 228 253 229 185.00 135.00
January 2012 250 231 241 219 135.00 110.00
December 2011 249 142 253 138 150.00 70.00
November 2011 1.60 120 1.61 1.15 70.00 70.00
October 2011 1.34 1.10 134 1.05 70.00 70.00
September 2011 142 1.15 149 1.12 90.00 50.00
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The following table sets forth, for the periods indicated, the range of the high and low prices of our Exchangeable
Shares as reported by the Toronto Stock Exchange (symbol: CXY):

Toronto Stock Exchange

Period (C$)

High Low
Fiscal Year Ended December 31, 2011 2.65 0.68
Fiscal Year Ended December 31, 2010 4.53 1.10
Fiscal Year Ended December 31, 2009 10.00 2.76
Fiscal Year Ended December 31, 2011
Fourth Quarter 2.65 1.07
Third Quarter 1.49 0.95
Second Quarter 1.83 1.20
First Quarter 2.05 0.68
Fiscal Year Ended December 31, 2010
Fourth Quarter 1.68 1.10
Third Quarter 2.07 1.10
Second Quarter 4.53 2.20
First Quarter 4.00 2.75
February 2012 2.45 2.20
January 2012 2.35 2.15
December 2011 2.65 1.45
November 2011 1.60 1.15
October 2011 1.20 1.07
September 2011 1.38 1.19

ITEM 10. ADDITIONAL INFORMATION

A. SHARE CAPITAL

Not applicable.

B. MEMORANDUM AND ARTICLES OF ASSOCIATION

The following information is a summary and is subject to the detailed provisions of our Memorandum of Association

(the “Memorandum”) and Articles of Association (the “Articles”). The Company’s Memorandum is incorporated herein by
reference to Exhibit 1.1 to this annual report. The Company’s Articles included as an exhibit to CryptoLogic’s annual
report on Form 20-F for the fiscal year ended December 31, 2007, filed on May 20, 2008, as well as incorporated by

reference into CryptoLogic’s Form 20-F for the fiscal years ended December 31, 2008, 2009 and 2010 were
incomplete. A complete version of the Company’s Articles is incorporated herein by reference to Exhibit 1.2 to this
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annual report.
Objects and Purpose

On April 13, 2007, CryptoLogic was incorporated under the laws of Guernsey with registered number 46770, but with
its corporate headquarters in Dublin, Ireland where it operates and is resident for tax purposes. The Company’s
registered office is located at 11 New Street, St. Peter Port, Guernsey, Channel Islands, GY1 2PF. The Company’s
head office is located at Marine House, Clanwilliam Place, Dublin 2, Ireland.

The Memorandum provides that the Company’s objects are, inter alia, to carry on business as a general commercial
company. The objects of the Company are set out in full in clause 3 of the Memorandum.

Directors and Powers

The Company’s Articles specify a maximum number of ten directors. A director shall continue in office until his or
her successor is elected at the next shareholders’ meeting. Incumbent directors, if qualified, shall be eligible for
re-election.

Subject to the Articles or any unanimous shareholders agreement, the board may fix the remuneration of the
directors. Such remuneration shall be in addition to any salary or professional fees payable to a director who services
the Company in any other capacity. In addition, directors shall be paid sums in respect of their out-of-pocket expenses
incurred in attending
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board, committee or shareholders’ meetings or otherwise in respect of the performance by them of their duties as the
board may from time to time determine.

Every director of the Company who is a party to a material contract or proposed material contract with the Company,
or is a director or has a material interest in any corporation which is party to a material contract or proposed material
contract with the Company shall disclose to the Board the nature and extent of his interest. A director may vote in
respect of any contract or arrangement in which he has a material interest.

Directors of the Company do not have to retire under an age limit requirement and are not required to own shares of
the company in order to serve as directors. Directors’ borrowing powers are not generally restricted where the
borrowing is in the Company’s best interests.

Rights and Privileges of Ordinary Shares

Our Articles provide that our authorized share capital is an unlimited number of Ordinary Shares at no par value and
one special voting share. Every shareholder is entitled to one vote for each share held on all matters submitted to
shareholder meetings, including the election and removal of directors. The Board may from time to time declare, and
the Company may pay a dividend to shareholders on its outstanding shares according to their respective rights in the
Company. All dividends unclaimed for a period of six years after having been declared shall be forfeited and shall
revert to the Company. All questions proposed for the consideration of the shareholders at a meeting, including all
elections for directors, shall be decided by majority vote, except as otherwise required by the Act. Holders of
Exchangeable Shares are entitled to vote through the special voting share, a voting trust arrangement established under
the Arrangement as described on page 1 of this annual report.

A special resolution (requiring a three-fourth majority) is required to amend our Articles in such circumstances as to
change any maximum number of shares that we are authorized to issue, to create new classes of shares, to change the
designation of all or any of our shares and add, change or remove any rights privileges, restrictions and conditions
including rights to accrued dividends, in respect of all or any of our shares, whether issued or unissued.

The conditions governing the manner in which annual general meetings and special meetings of shareholders are
convoked are contained in Articles 15-19:

Annual Shareholders' Meeting

The annual meeting of shareholders of the Company shall be held at such time and on such day each year as the board
may from time to time determine, for the purpose of receiving the reports and statements to be laid before the annual
meeting, electing directors, appointing auditors, and for the transaction of such other business as may properly be
brought before the meeting.

Special Shareholders' Meeting

The board may at any time call a special meeting of shareholders for the transaction of any business, which may
properly be brought before such meeting of shareholders. The board also shall call a special meeting upon the valid
and appropriate requisition in writing of one or more shareholders representing not less than 10% of the shares in
issue.

All business transacted at an annual meeting of shareholders, except consideration of financial statements, auditor's

report, election of directors and reappointment of the incumbent auditor, is deemed to be special business.
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Quorum

The holders of not less than 25% of the shares entitled to vote at a meeting of shareholders present in person or by
proxy constitutes a quorum for the transaction of business at any meeting of shareholders.

Votes of Shareholders

At any meeting of shareholders, unless the Articles otherwise provide, each share of the Company entitles the holder
thereof to one vote at a meeting of shareholders, and the special voting share authorizes additional votes on the basis
of one additional vote for each Exchangeable Share held other than by the Company or its affiliates.

Proxies

Every shareholder entitled to vote at a meeting of shareholders may by means of a proxy appoint a proxy holder or
one or more alternate proxy holders who are not required to be shareholders to attend and act at the meeting in the
manner and to the extent authorized by the proxy and with the authority conferred by the proxy.

A proxy shall be in writing and executed by the shareholder or by his attorney authorized in writing.

47

92



Edgar Filing: CRYPTOLOGIC LTD - Form 20-F

Notice of Meeting

Notice of the time and place of each meeting of shareholders shall be sent not less than 10 days and not more than 50
days before the date of the meeting to the auditor of the Company (if any), to each director, and to each person whose
name appears on the records of the Company at the close of business on the day next preceding the giving of the
notice as a shareholder entitled to vote at the meeting.

There are no limitations on the rights to own our securities, including the rights of non-resident or foreign
shareholders to hold or exercise voting rights on our securities imposed by foreign law or under the Company’s
Articles.

There are no provisions in the Company’s Articles that would have an effect of delaying, deferring, or preventing a
change in control of the Company.

There are no provisions in the Company’s Articles governing an ownership threshold above which shareholder
ownership must be disclosed.

C. MATERIAL CONTRACTS

Not applicable.

D. EXCHANGE CONTROLS

Not applicable.

E. TAXATION

The following is a general discussion of certain possible US federal income tax consequences, under current law,
generally applicable to a US Holder of shares of the Company. This discussion is of a general nature only and does
not take into account the particular facts and circumstances, with respect to US federal income tax issues, of any
particular US Holder. In addition, this discussion does not cover any state, local or foreign tax consequences.

This discussion is for general information only and it is not intended to be, nor should it be construed to be, legal or
tax advice to any US Holder or prospective US Holder of shares of the Company, and no opinion or representation
with respect to the US federal income tax consequences to any such US Holder or prospective US Holder is
made. Accordingly, US Holders and prospective US Holders of shares of the Company should consult their own
financial advisor, legal counsel or accountant regarding the US federal, state, local and foreign tax consequences of
purchasing, owning and disposing of shares of the Company.

US FEDERAL INCOME TAX CONSIDERATIONS

Ownership of CryptoLogic Shares

The following is a summary of certain material US federal income tax consequences to a US Holder (as defined
below) of the acquisition, ownership and disposition of CryptoLogic shares.

Scope of this Summary
Authorities
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This summary is based on the Internal Revenue Code of 1986, as amended (the “Code”), Treasury Regulations (whether
final, temporary, or proposed), published rulings of the Internal Revenue Service (the “IRS”), published administrative
positions of the IRS, the Convention Between the Government of the United States and the Government of Ireland for
the Avoidance of Double Taxation and the Prevention of Fiscal Evasion with Respect to Taxes on Income and Capital
Gains, signed at Dublin on July 28, 1997 as amended ("the Convention"), and US court decisions that are applicable
and, in each case, as in effect and available, as of the date of this annual report. Any of the authorities on which this
summary is based could be changed in a material and adverse manner at any time, and any such change could be
applied on a retroactive basis. This summary does not discuss the potential effects, whether adverse or beneficial, of
any proposed legislation that, if enacted, could be applied on a retroactive basis.

US Holders

For purposes of this summary, a “US Holder” is a beneficial owner of CryptoLogic shares that, for US federal income
tax purposes, is (a) an individual who is a citizen or resident of the US, (b) a corporation, or any other entity classified
as a corporation for US federal income tax purposes, that is created or organized in or under the laws of the US or any
state in the US, including the District of Columbia, (c) an estate if the income of such estate is subject to US federal
income tax regardless of the source of such income, or (d) a trust if (i) such trust has validly elected to be treated as a
US person for US
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federal income tax purposes or (ii) a US court is able to exercise primary supervision over the administration of such
trust and one or more US persons have the authority to control all substantial decisions of such trust.

Non-US Holders

For purposes of this summary, a “non-US Holder” is a beneficial owner of CryptoLogic shares other than a US
Holder. This summary does not address the US federal income tax consequences of the acquisition, ownership, and
disposition of CryptoLogic shares to non-US Holders. Accordingly, a non-US Holder should consult its own financial
advisor, legal counsel, or accountant regarding the US federal income, US state and local, and foreign tax
consequences (including the potential application of and operation of any tax treaties) of the acquisition, ownership,
and disposition of CryptoLogic shares.

US Holders Subject to Special US Federal Income Tax Rules Not Addressed

This summary does not address the US federal income tax consequences of the acquisition, ownership, and disposition
of CryptoLogic shares to US Holders that are subject to special provisions under the Code, including the following US
Holders: (a) US Holders that are tax-exempt organizations, qualified retirement plans, individual retirement accounts,
or other tax-deferred accounts; (b) US Holders that are financial institutions, insurance companies, real estate
investment trusts, or regulated investment companies; (c) US Holders that are dealers in securities or currencies or US
Holders that are traders in securities that elect to apply a mark-to-market accounting method; (d) US Holders that have
a “functional currency” other than the US dollar; (e) US Holders that are liable for the alternative minimum tax under
the Code; (f) US Holders that own CryptoLogic shares as part of a straddle, hedging transaction, conversion
transaction, constructive sale, or other arrangement involving more than one position; (g) US Holders that acquired
CryptoLogic shares in connection with the exercise of employee stock options or otherwise as compensation for
services; (h) US Holders that hold CryptoLogic shares other than as a capital asset within the meaning of Section 1221
of the Code, (i) US Holders that own (directly, indirectly, or by a attribution) 10% or more of the total combined
voting power of the outstanding CryptoLogic shares or (j) US Holders that are expatriates or former long-term
residents of the United States. US Holders that are subject to special provisions under the Code, including US Holders
described immediately above, should consult their own financial advisor, legal counsel or accountant regarding the US
federal income, US state and local, and foreign tax consequences of the acquisition, ownership, and disposition of
CryptoLogic shares.

If an entity that is classified as a partnership (or “pass-through” entity) for US federal income tax purposes holds
CryptoLogic shares, the US federal income tax consequences to such partnership (or “pass-through” entity) and the
partners of such partnership (or owners of such “pass-through” entity) generally will depend on the activities of the
partnership (or “pass-through” entity) and the status of such partners (or owners). Partners of entities that are classified
as partnerships (or owners of “pass-through” entities) for US federal income tax purposes should consult their own
financial advisor, legal counsel or accountant regarding the US federal income tax consequences of the acquisition,
ownership, and disposition of CryptoLogic shares.

Tax Consequences Other than US Federal Income Tax Consequences Not Addressed

This summary does not address the US state and local, US federal estate and gift, or foreign tax consequences to US
Holders of the acquisition, ownership, and disposition of CryptoLogic shares. Each US Holder should consult its own
financial advisor, legal counsel, or accountant regarding the US state and local, US federal estate and gift, and foreign

tax consequences of the acquisition, ownership, and disposition of CryptoLogic shares.

Distributions on CryptoLogic Shares, Tax Consequences of Distributions in General
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Subject to the PFIC rules discussed below, a US Holder that receives a distribution, including a constructive
distribution, with respect to the CryptoLogic shares will be required to include the amount of such distribution in gross
income as a dividend (without reduction for any Irish income tax withheld from such distribution) to the extent of the
current or accumulated “earnings and profits” of CryptoLogic, as computed for US federal income tax purposes. To the
extent that a distribution exceeds the current and accumulated “earnings and profits” of CryptoLogic, such distribution
will be treated first as a tax-free return of capital to the extent of a US Holder’s adjusted tax basis in the CryptoLogic
shares and thereafter as gain from the sale or exchange of such CryptoLogic shares. (See “Disposition of CryptoLogic
Shares” below). Dividends received on the CryptoLogic shares generally will not be eligible for the “dividends received
deductions.”

Reduced Tax Rates for Certain Dividends
For taxable years beginning before January 1, 2013, a dividend paid by CryptoLogic generally will be taxed at the
preferential tax rates applicable to long-term capital gains if (a) CryptoLogic is a “qualified foreign corporation” (as

defined below); (b) the US Holder receiving such dividend is an individual, estate, or trust; and (c) such dividend is
paid on
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CryptoLogic shares that have been held by such US Holder for at least 61 days during the one hundred and
twenty-one (121) day period beginning sixty (60) days before the ex-dividend date.

CryptoLogic generally will be a “qualified foreign corporation” under Section 1(h)(11) of the US Code (a “QFC”) if
CryptoLogic is eligible for the benefits of the US-Ireland Income Tax Treaty or, if not, the CryptoLogic shares are
readily tradable on an established securities market in the US. CryptoLogic believes that it was a QFC for the
previous taxable year and expects that it will be a QFC for the current taxable year. However, even if CryptoLogic
satisfies one or more of the QFC requirements, CryptoLogic will not be treated as a QFC if CryptoLogic is a PFIC for

the taxable year during which CryptoLogic pays a dividend or for the preceding taxable year.

As discussed below, CryptoLogic does not believe that it was a PFIC for the previous taxable year. (See “Passive
Foreign Investment Company” below). However, there can be no assurance that the IRS will not challenge the
determination made by CryptoLogic concerning its PFIC status or that CryptoLogic will not be a PFIC for the current
taxable year or any subsequent taxable year.

If CryptoLogic is not a QFC, a dividend paid by CryptoLogic to a US Holder generally will be taxed at ordinary
income tax rates (and not at the preferential tax rates applicable to long-term capital gains).

Distributions Paid in Foreign Currency

The taxable amount of a distribution received on the CryptoLogic shares in foreign currency generally will be equal to
the US dollar value of such distribution based on the exchange rate applicable on the date of receipt. A US Holder
that does not convert foreign currency received as a distribution into US dollars on the date of receipt generally will
have a tax basis in such foreign currency equal to the US dollar value of such foreign currency on the date of
receipt. Such a US Holder generally will recognize ordinary income or loss on any subsequent sale or other taxable
disposition of such foreign currency (including an exchange for US dollars).

Disposition of CryptoLogic Shares

A US Holder will recognize gain or loss on the sale or other taxable disposition of CryptoLogic shares in an amount
equal to the difference, if any, between (a) the amount of cash plus the fair market value of any property received; and
(b) such US Holder’s adjusted tax basis in the CryptoLogic shares sold or otherwise disposed of. Subject to the PFIC
rules discussed below, any such gain or loss generally will be capital gain or loss, which will be long-term capital gain
or loss if the CryptoLogic shares are held for more than one year.

Preferential tax rates apply to long-term capital gains of a US Holder that is an individual, estate, or trust. There are
currently no preferential tax rates for long-term capital gains of a US Holder that is a corporation. Deductions for
capital losses are subject to significant limitations under the US Code.

Foreign Tax Credit

A US Holder that pays (whether directly or through withholding) Irish income tax with respect to dividends received
on the CryptoLogic shares generally will be entitled, at the election of such US Holder, to receive either a deduction
or a credit for such Irish income tax paid. Generally, a credit will reduce a US Holder’s US federal income tax liability
on a dollar-for-dollar basis, whereas a deduction will reduce a US Holder’s income subject to US federal income
tax. This election is made on a year-by-year basis and applies to all foreign taxes paid (whether directly or through
withholding) by a US Holder during a taxable year.
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Complex limitations apply to the foreign tax credit, including the general limitation that the credit cannot exceed the
proportionate share of a US Holder’s US federal income tax liability that such US Holder’s “foreign source” taxable
income bears to such US Holder’s worldwide taxable income. In applying this limitation, a US Holder’s various items
of income and deduction must be classified, under complex rules, as either “foreign source” or “US source”. In addition,
this limitation is calculated separately with respect to “passive category income” and “general category income”. Gain or
loss recognized by a US Holder on the sale or other taxable disposition of CryptoLogic shares generally will be treated

as “US source” for purposes of applying the foreign tax credit rules unless the gain is subject to tax in Ireland and is
resourced as “foreign source” under the Convention and such US Person elects to treat such gain or loss as “foreign
source”. Dividends received on the CryptoLogic shares generally will be treated as “foreign source” and generally will
be categorized as “passive category income”. Income or loss on the sale or other taxable disposition of foreign currency
will be US source. The foreign tax credit rules are complicated, and each US Holder should consult its own tax
advisor regarding the foreign tax credit rules.
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Passive Foreign Investment Company

The foregoing discussion assumes that CryptoLogic was not a PFIC for any taxable year during which a US Holder
held CryptoLogic shares.

A non-US corporation is classified as a PFIC for each taxable year in which (a) 75% or more of its gross income is

passive income (as defined for US federal income tax purposes); or (b) on average for such taxable year, 50% or more

(by value) of its assets either produce or are held for the production of passive income. In addition, if a corporation is

classified as a PFIC for any taxable year during which a US Holder has held shares of such corporation, such

corporation may continue to be classified as a PFIC for any subsequent taxable year in which the US Holder continues

to hold the shares even if the corporation’s income and costs are no longer passive in nature in that subsequent taxable
year. For purposes of the PFIC provisions, passive income generally includes dividends, interest, royalties, rents, and

gains from commodities or securities transactions, including certain transactions involving oil and gas. In determining

whether or not it is classified as a PFIC, a non-US corporation is required to take into account its pro rata portion of

the income and assets of each corporation in which it owns, directly or indirectly, at least 25% (by value) of the stock.

For purposes of the PFIC income test and asset test described above, if a corporation owns, directly or indirectly, 25%
or more of the total value of the outstanding shares of another foreign corporation, it will be treated as if it (a) holds a
proportionate share of the assets of such other foreign corporation and (b) receives directly a proportionate share of the
income of such other foreign corporation. In addition, for purposes of the PFIC income test and asset test described
above, "passive income" does not include any interest, dividends, rents, or royalties that are received or accrued by a
corporation from a "related person" (as defined in Section 954(d)(3) of the Code), to the extent such items are properly
allocable to the income of such related person that is not passive income.

Additionally, if a non-US corporation is a PFIC and if one or more of its non-US corporate subsidiaries were treated
as a PFIC ("lower-tier PFICs"), US Holders of shares of such corporation would be considered to own, and also would
be subject to US federal income tax on (i) a distribution on the shares of a lower-tier PFIC and (ii) a disposition of
shares of a lower-tier PFIC, both as if the holder directly held the shares of such lower-tier PFIC regardless of the
percentage of their ownership in the corporation. In such circumstances a US Holder of CryptoLogic shares could
elect an alternative taxation regime in respect of its indirect ownership interest in a lower-tier PFIC, subject to certain
conditions as discussed below.

Consequences if CryptoLogic Classified as a PFIC

CryptoLogic believes that it was not a PFIC for its taxable year ending December 31, 2011. Whether CryptoLogic
will be considered a PFIC for any taxable year will depend on the assets and income of CryptoLogic over the course
of such taxable year. PFIC classification is fundamentally factual in nature, generally cannot be determined until the
close of the taxable year in question, and is determined annually. The determination of whether CryptoLogic will be a
PFIC for a taxable year depends, in part, on the application of complex US federal income tax rules, which are subject
to differing interpretations. Consequently, there can be no assurance that CryptoLogic has not been and will not
become a PFIC during any taxable year in which US Holders held CryptoLogic shares. Each US Holder should
consult its own financial advisor, legal counsel, or accountant regarding the status of CryptoLogic under the PFIC
rules.

Whether CryptoLogic will be considered a PFIC for its current taxable year or for any subsequent taxable year, will
depend on the assets and income of CryptoLogic over the course of each such taxable year and, as a result, cannot be
predicted with certainty as of the date of this annual report. Accordingly, there can be no assurance that CryptoLogic
will not be considered a PFIC for the taxable year that includes the day after this publication or for any subsequent
taxable year.
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If CryptoLogic is or has been classified as a PFIC for any taxable year during which a US Holder holds or has held
CryptoLogic shares, the US federal income tax consequences to a US Holder of the acquisition, ownership, and
disposition of CryptoLogic shares will depend on whether such US Holder makes an election to treat CryptoLogic as a
“qualified electing fund” or “QEF” under Section 1295 of the Code (a “QEF Election”) or a mark-to-market election under
Section 1296 of the Code (a “Mark-to-Market Election). A US Holder that does not make either a QEF Election or a
Mark-to-Market Election will be referred to in this summary as a “Non-Electing US Holder.”

Under Section 1291 of the Code, any gain recognized on the sale or other taxable disposition of CryptoLogic shares,
and any “excess distribution” (as defined in Section 1291(b) of the Code) paid on the CryptoLogic shares, must be
ratably allocated to each day in a Non-Electing US Holder’s holding period for the CryptoLogic shares. The amount of
any such gain or excess distribution allocated to prior years of such Non-Electing US Holder’s holding period for the
CryptoLogic shares generally will be subject to US federal income tax at the highest tax applicable to ordinary income
in each such prior year. A Non-Electing US Holder will be required to pay interest on the resulting tax liability for
each such prior year, calculated as if such tax liability had been due in each such prior year.
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A US Holder that makes a QEF Election generally will not be subject to the rules of Section 1291 of the Code
discussed above. However, a US Holder that makes a QEF Election generally will be subject to US federal income
tax on such US Holder’s pro rata share of (a) the “net capital gain” of CryptoLogic, which will be taxed as long-term
capital gain to such US Holder, and (b) the “ordinary earnings” of CryptoLogic, which will be taxed as ordinary income
to such US Holder. A US Holder that makes a QEF Election will be subject to US federal income tax on such
amounts for each taxable year in which CryptoLogic is a PFIC, regardless of whether such amounts are actually
distributed to such US Holder by CryptoLogic.

A US Holder that makes a Mark-to-Market Election generally will not be subject to the rules of Section 1291 of the
Code discussed above. A US Holder may make a Mark-to-Market Election only if the CryptoLogic shares are
“marketable stock” (as defined in Section 1296(e) of the Code). A US Holder that makes a Mark-to-Market Election
will include in gross income, for each taxable year in which CryptoLogic is a PFIC, an amount equal to the excess, if
any, of (a) the fair market value of the CryptoLogic shares as of the close of such taxable year over (b) such US
Holder’s tax basis in such CryptoLogic shares. A US Holder that makes a Mark-to-Market Election will, subject to
certain limitations, be allowed a deduction in an amount equal to the excess, if any, of (a) such US Holder’s adjusted
tax basis in the CryptoLogic shares over (b) the fair market value of such CryptoLogic shares as of the close of such
taxable year.

US Holders should be aware that, in the event that CryptoLogic is or becomes a PFIC, there can be no assurance that
CryptoLogic will supply US Holders with the information and statements that such US Holders require to make a the
QEEF election discussed above.

The PFIC rules are complex, and each US Holder should consult its own financial advisor, legal counsel, or
accountant regarding the PFIC rules and how the PFIC rules may affect the US federal income tax consequences of
the acquisition, ownership, and disposition of CryptoLogic shares.

Backup Withholding Tax and Information Reporting Requirements

Unless the US Holder is a corporation or other exempt recipient, payments to certain US Holders of dividends made

on CryptoLogic shares, or the proceeds of the sale or other disposition of the CryptoLogic shares or the CryptoLogic

shares that are made within the US or through certain US related financial intermediaries may be subject to

information reporting and US federal backup withholding tax at the current rate of twenty-eight percent (28%)

(subject to periodic adjustment) if the US Holder fails to supply a correct taxpayer identification number (generally on

a Form W-9) or otherwise fails to comply with applicable US information reporting or certification

requirements. Any amount withheld from a payment to a US Holder under the backup withholding rules is allowable

as a credit against the US Holder’s US federal income tax liability, if any, provided that the required information is
timely furnished to the IRS.

Certain US Holders who are individuals are required to report to the IRS certain interests owned by such US Holders
in stock or securities issued by a non-US person (such as CryptoLogic) if the aggregate value of all such interests
exceeds US$50,000.

IRISH INCOME TAX CONSIDERATIONS

General

The following summary, which is intended as a general guide only, outlines certain aspects of legislation and Revenue
practice in Ireland regarding the Irish taxation of dividends as applicable to US and Canadian residents. It is based on

existing Irish tax legislation, court decisions, the current practice of the Revenue Commissioners in Ireland and the
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respective double taxation agreements between Ireland and the US and Ireland and Canada. This summary is not
exhaustive and does not purport to deal with the Irish taxation of dividends for all categories of US and Canadian
resident investors, some of which may be subject to special rules such as dealers in securities.

All shareholders should seek independent advice on the tax implications arising in their own particular situations as to
the taxation consequences relevant to them. Each shareholder should also understand that future legislative,
administrative and judicial changes could modify the tax consequences described below, possibly with retroactive
effect.

The following summary is also prepared on the basis that CryptoLogic, which is Guernsey incorporated, is tax
resident in Ireland by virtue of its central management and control being situated in Ireland. However, this summary
does not constitute confirmation that CryptoLogic will be solely tax resident in Ireland.

This discussion is for general information only and it is not intended to be, nor should it be construed to be legal or tax
advice to any Irish Holder or prospective Irish Holder of shares of the Company, and no opinion or representation
with respect to the Irish income tax consequences to any such Irish Holder or prospective Irish Holder is
made. Accordingly, Irish Holders and prospective Irish Holders of shares of the Company should consult their own
financial advisor, legal counsel or accountant regarding the Irish tax consequences of purchasing, owning and
disposing of shares of the Company.
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Irish Taxation of Dividends for US and Canadian Residents

The following summary, which is intended as a general guide only, outlines certain aspects of legislation and Revenue
practice in Ireland regarding the Irish taxation of dividends as applicable to US and Canadian residents. It is based on
existing Irish tax legislation, court decisions, the current practice of the Revenue Commissioners in Ireland and the
respective double taxation agreements between Ireland and the US and Ireland and Canada. This summary is not
exhaustive and does not purport to deal with the Irish taxation of dividends for all categories of US and Canadian
resident investors, some of which may be subject to special rules such as dealers in securities.

All shareholders should seek independent advice on the tax implications arising in their own particular situations as to
the taxation consequences relevant to them. Each shareholder should also understand that future legislative,
administrative and judicial changes could modify the tax consequences described below, possibly with retroactive
effect.

The following summary is also prepared on the basis that CryptoLogic, which is Guernsey incorporated, is tax
resident in Ireland by virtue of its central management and control being situated in Ireland. However, this summary
does not constitute confirmation that CryptoLogic will be solely tax resident in Ireland.

Withholding Tax

All dividends paid by CryptoLogic will be subject to Irish withholding tax at the standard rate of income tax in force
at the time the dividend is paid, currently 20%.

An individual shareholder who is neither resident nor ordinarily resident for tax purposes in Ireland, but is resident in

a country with which Ireland has a double tax treaty, which includes the US and Canada, or in a member state of the
EU, other than Ireland (together a ‘“Relevant Territory”), will be exempt from withholding tax provided he or she makes
the requisite declaration.

Non-Irish resident corporate shareholders that:

are ultimately controlled by persons resident of a Relevant Territory and are not under the control of persons who are
not so resident;

are resident in a Relevant Territory and are not controlled by Irish residents;

have the principal class of their shares, or shares of a 75% parent, substantially and regularly traded on one or more
recognized stock exchanges in a “relevant territory or territories”, in Ireland or on such other stock exchange as may be
approved of by the Minister for Finance; or

are wholly owned by two or more companies, each of whose principal class of shares is substantially and regularly
traded on one or more recognized stock exchanges in a “relevant territory or territories”, in Ireland or on such other
stock exchange as may be approved of by the Minister for Finance;

will be exempt from withholding tax on the production of the appropriate certificates and declarations except in those
circumstances where the shares are held in bare trust on behalf of the beneficial owner. In these latter circumstances,
it may be possible to avoid the withholding tax with the prior approval of the Irish tax authorities if the beneficial
owner is resident in a Relevant Territory and not under the control of Irish residents.
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A declaration in the prescribed form and any other evidence required must be provided to establish entitlement to the
exemption. The documentation requirements for non-resident companies changed in 2010 which streamlines the
process for claiming the dividend withholding tax exemption, in respect of dividends made on or after 3 April 2010.

US or Canadian shareholders that do not currently fulfill the documentation requirements or otherwise do not qualify
for the withholding tax exemption may be able to claim treaty benefits under the relevant treaty.

Income Tax
Under certain circumstances, non-Irish resident shareholders will be subject to Irish income tax on dividend
income. This liability is limited to tax at the standard rate and therefore, where dividend withholding tax has been

deducted, this will satisfy the tax liability.

However, a non-Irish resident shareholder will not have an Irish income tax liability on dividends from the company if
the holder is neither resident nor ordinarily resident in the Republic of Ireland and the holder is:

an individual resident in the US or Canada (or any other country with which Ireland has concluded a double taxation
treaty or an EU Member State); or

a corporation that is ultimately controlled by persons resident in the US or Canada (or any other country with which
Ireland has concluded a double taxation treaty or an EU Member State); or
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a corporation whose principal class of shares (or its 75% or greater parent’s principal class of shares) is substantially
and regularly traded on a recognized stock exchange in an EU country or a country with which Ireland has
concluded a double taxation treaty or on a stock exchange as approved by the Minister for Finance; or

a corporation resident in another EU member state or in a country with which Ireland has concluded a double
taxation treaty, which is not controlled directly or indirectly by Irish residents; or

a corporation that is wholly owned by two or more corporations each of whose principal class of shares is
substantially and regularly traded on a recognized stock exchange in an EU country or a country with which Ireland
has concluded a double taxation treaty or on a stock exchange as approved by the Minister for Finance.
Irish Capital Gains Tax for US and Canadian Residents
CryptoLogic shares constitute chargeable assets for Irish capital gains tax purposes and, accordingly, shareholders
who are resident or ordinarily resident in Ireland, depending on their circumstances, may be liable to Irish tax on
capital gains on a disposal of CryptoLogic shares. A shareholder who is neither resident nor ordinarily resident in
Ireland should not be liable to Irish capital gains tax on a disposal of CryptoLogic shares unless the CryptoLogic
shares (i) are or were held for the purposes of a trade carried on by the shareholder in Ireland; or (ii) derive the greater

part of their value from Irish land or exploration rights and are unquoted.

There are provisions to subject a person who disposes of an interest in a company while temporarily being non-Irish
resident, to Irish capital gains tax. This treatment will apply to Irish domiciled individuals:

who cease to be Irish resident;
who own the shares when they cease to be resident;

if there are not more than 5 years of assessment between the last year of Irish tax residence prior to becoming
temporarily non-resident and the tax year that he/she resumes Irish tax residency;

who dispose of an interest in a company during this temporary non-residence; and
the interest disposed of represents 5% or greater of the share capital of the company or exceeds €500,000 in value.

In these circumstances the person will be deemed, for Irish capital gains tax purposes, to have sold and immediately
reacquired the interest in the company on the date of his or her departure and will be subject to tax at 30% of the
taxable gain (a rate of 25% applies to disposals made between April 8, 2009 and December 6, 2011).

Irish Stamp Duty for US and Canadian Residents

On the basis that CryptoLogic, which is a Guernsey incorporated company, also has its registered office and maintains
its share register in Guernsey, the CryptoLogic shares should not be considered Irish property and therefore no Irish
stamp duty should apply on their transfer unless:

the transfer of such shares is executed in Ireland; or

the transfer relates to a matter or thing done or to be done in Ireland.
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Even if the above circumstances i) and ii) apply, there is an exemption currently applied in practice by the Irish
Revenue Commissioners to the effect that no Irish stamp duty should arise on the transfer of shares in non-Irish
registered companies provided the transfer of shares is not related to immoveable property in Ireland or related to
shares of a company which is registered in Ireland.

Irish stamp duty is payable on transfers of ordinary shares of Irish registered companies (other than between spouses,
transfers made between 90% associated companies subject to satisfying certain conditions and other exempt transfers)
wherever a document of transfer is executed. Where such transfers are attributable to a sale, stamp duty will be
charged at a rate of 1%, rounded to the nearest euro. The stamp duty is calculated on the amount or value of the
consideration (i.e. purchase price) or, if the transfer is by way of a gift (subject to certain exceptions) or for
consideration less than the market value, on the market value of the shares. Where the consideration for the sale is
expressed in a currency other than euro, the duty will be charged on the euro equivalent calculated at the rate of
exchange prevailing on the date of the transfer.

The person accountable for payment of stamp duty is the transferee or, in the case of a transfer by way of gift or for a
consideration less than the market value, all parties to the transfer. Stamp duty is normally payable within 30 days
after the date of execution of the transfer. Late or inadequate payment of stamp duty will result in liability for interest,
penalties and surcharges.

Irish Capital Acquisitions Tax for US and Canadian Residents

Irish capital acquisitions tax (‘‘CAT’’) comprises principally of gift tax and inheritance tax.
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CryptoLogic shares should not be regarded as property situated in Ireland for CAT purposes on the basis the share
register of CryptoLogic is not is held in Ireland. However, CAT could apply to a gift or inheritance of CryptoLogic
shares if the donor or person who receives the gift or inheritance is resident or ordinarily resident in Ireland at the date
of the gift or inheritance. The person who receives the gift or inheritance is liable for CAT.

CAT is levied at a rate of 30% above certain tax-free thresholds (this rate is effective for valuation dates from
December 7, 2011 and a rate of 25% applies to gifts and inheritances taken where the valuation date is between April
8, 2009 and December 6, 2011). The appropriate tax-free threshold is dependent upon: (1) the relationship between
the donor and the donee; and (2) the aggregation of the values of previous gifts and inheritances received by the donee
from persons within the same group threshold. Gifts and inheritances passing between spouses are exempt from CAT.
F. DIVIDENDS AND PAYING AGENTS

Not applicable.

G. STATEMENT BY EXPERTS

Not applicable.

H. DOCUMENTS ON DISPLAY

Any documents referred to in this annual report may be inspected at the Company’s head office located at Marine
House, Clanwilliam Place, Dublin 2, Ireland during normal business hours.

In addition, various documents referenced in this annual report are included as exhibits to this annual report in
accordance with Item 19 of this Form 20-F. You may read and copy any materials we file with or furnish to the SEC
at its Public Reference Room at 100 F Street, NE, Washington, DC 20549, on official business days during the hours
of 10:00 am to 3:00 pm. Please call the SEC at 1-800-SEC-0330 for further information on the operation of the Public
Reference Room. The SEC further maintains an internet website at www.sec.gov that contains reports and other
information about issuers who submit documents electronically with the SEC.

I. SUBSIDIARY INFORMATION

Not applicable.

ITEM 11. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK

Overview

The Company has exposure to credit risk and market risk from its use of financial instruments.

The Company’s risk management policies are established to identify and analyze the risks faced by the Company, to
set appropriate risk limits and controls, and to monitor risks and adherence to limits.

Risk management policies and systems are reviewed regularly to reflect changes in market conditions and the
Company’s activities.

Credit Risk
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Credit risk is the risk of financial loss to the Company if a customer or counterparty to a financial instrument fails to
meet its obligations. The carrying amount of the Company’s financial assets represents its maximum credit exposure.

Accounts Receivable

The Company manages its credit risk associated with accounts receivable by maintaining reserves for potential credit
losses. Historically the Company has not experienced any significant credit losses associated with its online poker,
Hosted Casino and Branded Games businesses. The growth of the Branded Games business and the outsourcing of
poker has increased accounts receivable further as revenue from Branded Games and settlement of player funds
between the Company and its poker room operator are collected at least fifteen days in arrears. Consequently, the
Company has at least one month of Branded Games revenue included in accounts receivable at any balance sheet
date. The amount of player funds to be settled between the Company and its poker room operator fluctuates
depending on various factors including poker activity and respective skill of players.

The Company has trade accounts receivable and other receivables of $4.8 million (2010: $5.0 million). The Company
does not have any material accounts receivable balances greater than 90 days outstanding. As a result, the Company

believes that
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its accounts receivable represent a low credit risk and has never recorded a material expense associated with a credit
risk exposure.

Cash and Cash Equivalents

The Company holds investments, according to Company investment policy, only in banks carrying an S&P rating of
BBB+/A-3+ and higher or government guaranteed banks with a similar rating.

Market Risk

Market risk is the risk that changes in the market prices such as fluctuations in foreign exchange rates and interest
rates, will affect the Company’s net earnings or the value of its financial instruments.

Currency Risk

The Company operates internationally giving rise to exposure to changes in foreign exchange rates. The currency risk
is derived from revenues denominated in currencies other than the US dollar, its functional currency, primarily the
British pound and the euro, and expenses associated with its multinational operations (primarily the Canadian dollar,
the British pound and the euro) as well as the respective receivable and payable balances. The Company believes that
it is, to a degree, naturally hedged. The Company is also exposed to currency risk on cash and cash equivalents and
other current assets denominated in foreign currencies. As at December 31, 2011, approximately 59% (2010: 66%) of
the Company’s financial assets were denominated in its functional currency.

Interest Rate Risk

The Company is exposed to interest rate risk principally on its cash and cash equivalents which generally have
maturity dates of less than 90 days. The Company has no interest bearing debt.

The weighted average effective interest rate on its cash and cash equivalents as at December 31, 2011 was 0.17%
(2010: 0.53%).

Quantification of Risk Exposure: Foreign Currency Risk

At December 31, 2011, the Company’s net financial position exposure to foreign currency risk was substantially as
follows:

USD EUR GBP Others Total
Cash and cash equivalents, security
deposits and user funds $ 12,987 $ 2,089 $ 4,158 $ 610 $ 19,844
Trade and other receivables $ 1,590 $ 1,737 $ 1,149 $ 312 $ 4,788
Trade payables and accrued liabilities $ (2,584 )$ (1,375 )$ (347 )$ (336 )$ 4,642 )
Provisions $ - $ - $ B,098 )»$ - $ (3,098 )
Income taxes receivable and payable $ — $ (81 )$ 51 $ @472 )$ (502 )
User funds held on deposit $ (1,194 H$ (1,058 )$ (403 )$ - $ (2,655 )
Net balance sheet exposure $ 10,799 $ 1,312 $ 1,510 $ 114 $ 13,735

The Company’s revenue and expense exposure for revenue before amortization of royalties and games and expenses
including amortization of royalties and games denominated in foreign currencies was substantially as follows:
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USD EUR GBP CAD Others Total
Revenue
Year ended December 31, 2011 $11,261 $9,342 $10,860 $19 $- $31,482
Year ended December 31, 2010 $14,098 $7,2