
CRYPTOLOGIC LTD
Form 20-F
June 30, 2009
UNITED STATES

SECURITIES AND EXCHANGE COMMISSION

WASHINGTON, D.C. 20549

FORM 20-F

o REGISTRATION STATEMENT PURSUANT TO SECTION 12(b) OR (g) OF THE SECURITIES EXCHANGE ACT OF 1934

OR

x ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934
For the fiscal year ended December 31, 2008

OR

o TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934

OR

o SHELL COMPANY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934

Commission file number 0-30224

CryptoLogic Limited
(Exact name of Registrant as specified in its charter)

Guernsey, Channel Islands

Edgar Filing: CRYPTOLOGIC LTD - Form 20-F

1
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Marine House, Clanwilliam Place

Dublin 2
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Stephen Taylor

Marine House, Clanwilliam Place

Dublin 2

Ireland
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Securities registered or to be registered pursuant to Section 12(b) of the Act:

Title of each class:
Name of each exchange
on which registered:

Common Shares NASDAQ Global Select Market

Securities registered or to be registered pursuant to Section 12(g) of the Act: None

Securities for which there is a reporting obligation pursuant to Section 15(d) of the Act: None

Indicate the number of outstanding shares of each of the issuer’s classes of capital or common stock
as of December 31, 2008.

13,819,051 Common Shares (including 1,090,974 Exchangeable Shares)

Indicate by check mark if the registrant is a well-known seasoned issuer, as defined in Rule 405 of the Securities Act.
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Yes o No x

If this report is an annual or transition report, indicate by check mark if the registrant is not required to file reports pursuant to Section 13 or
15(d) of the Securities Exchange Act of 1934.

Yes o No x

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities Exchange Act
of 1934 during the preceding 12 months (or for such shorter period that the registrant was required to file such reports), and (2) has been subject
to such filing requirements for the past 90 days.

Yes x No o

Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if any, every Interactive Data
File required to be submitted and posted pursuant to Rule 405 of Regulation S-T (§232.405 of this chapter) during the preceding 12 months (or
for such shorter period that the registrant was required to submit and post such files).

Yes x No o

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, or a non-accelerated filer.
See definition of “accelerated filer and large accelerated filer” in Rule 12b-2 of the Exchange Act.

Large accelerated filer o Accelerated filer x        Non-Accelerated Filer o

Indicate by check mark which basis of accounting the registrant has used to prepare the financial statements included in this filing:

o U.S. GAAP

oInternational Financial Reporting Standards as issued by the International Accounting Standards Board

x Other

If “Other” has been checked in response to the previous question, indicate by check mark which financial statement
item the registrant has elected to follow.

Item 17  x

Item 18  o
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If this is an annual report, indicate by check mark whether the registrant is a shell company (as defined in
Rule 12b-2 of the Exchange Act).

Yes o        No x
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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 and its operating subsidiaries.

Pursuant to a business reorganization implemented by way of an Ontario, Canada Superior Court of Justice court approved plan of arrangement
(the “Arrangement”) and approved by the shareholders on May 24, 2007, CryptoLogic Limited 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 Limited. As part of the Arrangement, the Company issued either an equivalent amount of CryptoLogic Limited common shares
(“Common Shares”) or, in the case of taxable Canadian residents, exchangeable shares (“Exchangeable Shares”) of CryptoLogic Exchange
Corporation (“CEC”), an indirect subsidiary of CryptoLogic Limited. The Exchangeable Shares are, as nearly as practicable, the economic
equivalent of the Common Shares. The holders of Exchangeable Shares and Common Shares participate equally in voting and dividends. No
additional shares of CEC have been or will be issued.

For accounting purposes, the Arrangement has been accounted for using the continuity of interest method, which recognizes CryptoLogic
Limited 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 Limited 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 CEC shareholders has been presented
as a minority interest in the consolidated financial statements, as required under generally accepted accounting principles (“GAAP”).

We have prepared our financial statements in accordance with Canadian generally accepted accounting principles (“Canadian GAAP”), which are
different from generally accepted accounting principles in the United States (“U.S. GAAP”) and not be comparable to financial statements of
United States companies. Significant measurement differences in our financial information between Canadian GAAP and U.S. GAAP for the
years ended December 31, 2008, 2007, and 2006 are disclosed in Note 22 to our audited consolidated financial statements.

In this annual report, all currency refers to U.S. Dollars (US$) and all information is as of December 31, 2008 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 2008, 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 Millionaires Club™,PaySafe™,Cubis™, Jewel
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Quest®, Street Fighter®,SpiderMan™,the Fantastic Four™,The Hulk™,Daredevil™,X-Men™,Thor™,Silver Surfer™,Elektra™, andGhost Rider™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 U.S. Securities Act of 1933, as amended, and
Section 21E of the U.S. 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 impact of recent new customers and expected additional customers to partially offset revenue lost from William Hill;

• anticipated continued earnings from Littlewoods players due to new and ongoing relationships;

• the success of our new growth strategy and restructuring program to reduce operating cots and return to profitability and positive
cash flow;

• expected revenue growth from casino licensing in 2009;

• potential new revenue sources in 2009 from gaming sites;

• the increased liquidity and profitability, and lower costs, resulting from outsourcing of our poker network; and

• the impact of potential legal proceedings upon our business.

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. Risk Factors” of this annual report 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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PART I

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 U.S. 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.

For the Years Ended December 31, 2008 2007 2006 2005 2004

(In thousands, except per share disclosure)
Revenue $ 61,526 $ 73,659 $ 104,022 $ 86,307 $ 63,714
Net (loss)/earnings and comprehensive income (32,738) 5,528 24,812 20,530 13,668
Basic (loss)/earnings per share (2.55) 0.47 1.83 1.51 1.05
Diluted (loss)/earnings per share (2.55) 0.47 1.81 1.46 1.01
Basic weighted average number of shares 13,888 13,891 13,558 13,588 12,971
Diluted weighted average number of shares 13,888 13,907 13,731 14,067 13,586
Total assets 105,806 170,633 184,520 154,398 124,222
Shareholders’ equity 72,440 109,306 111,584 87,225 72,087
Share capital 33,552 33,407 29,096 25,171 20,380
Dividends per share $0.39 $0.48 $0.43 $0.22 $0.14

Our financial statements have been prepared in accordance with Canadian GAAP. The significant measurement differences between Canadian
GAAP and U.S. GAAP are described in Note 22 to the consolidated financial statements during the years presented.    If the Company had
followed U.S. GAAP, certain items in the consolidated financial statements would have been reported as follow:
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For the Years Ended December 31, 2008 2007 2006 2005 2004

(In thousands, except per share disclosure)
Net (loss)/earnings $ (33,048) $ 5,640 $ 25,636 $ 20,530 $ 13,668
Basic (loss)/earnings per share (2.57) 0.48 1.89 1.51 1.05
Diluted (loss)/earnings per share (2.57) 0.48 1.87 1.46 1.01

3
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RISK FACTORS

Risks Related to the Industry

Our business has been and may continue to be materially affected by changes to, or interpretation of, government regulation around the world
that may apply to online gaming.

The Company and our licensees are subject to applicable laws in the jurisdictions in which they operate. Our licensees hold government licenses
to operate Internet gaming sites in Malta. Some jurisdictions have introduced regulations attempting to restrict or prohibit Internet gaming, while
other jurisdictions have taken the position that Internet gaming is legal and have adopted or are in the process of considering legislation to
regulate Internet gaming.

While the U.K. and other European countries such as Malta and Gibraltar are adopting a regulated online gaming approach, there are some
opposing views. Some countries, including Italy, Germany and France, where there are state-owned monopolies, are taking action aimed at
banning foreign online gaming operators. Such actions by these European Union (E.U.) member states are in conflict with a decision of the
European Court of Justice that challenges the monopolies and have prompted the European Commission (EC) to look at creating new legislation
that could harmonize online gaming within the E.U., which is in line with the EC’s goal to encourage a free and open cross-border market. There
is no indication that any such directives will be introduced in the near term. In the meantime, however, the EC has initiated infringement
proceedings against some member states in relation to perceived breaches of Articles 43 and 49 of the EC Treaty (which articles enshrine the
principles of freedom of establishment and movement of services). Any decision of the European Court of Justice or legislation promulgated by
the EC that effectively prohibits online gaming in E.U. member states could have a severe material adverse effect on our business, revenues,
operating results and financial condition.

As companies and consumers involved in Internet gaming 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. Legislation designed to prohibit Internet gaming was
enacted on October 13, 2006 in the United States (UIGEA), and may be adopted in other jurisdictions.

Future 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 the local law of their end users, despite CryptoLogic’s requirement that each licensee is licensed to operate an
Internet gaming business by the governmental authority of the country in which the gaming servers associated with the licensees’ gaming
operations are located. Therefore, there is a risk that civil and criminal proceedings, including class actions brought by or on behalf of public
entities or private individuals, could be initiated against us, our licensees, Internet service providers, credit card processors, advertisers and
others involved in the Internet gaming industry and could involve substantial litigation expense, penalties, fines, injunctions or other remedies or
restrictions being imposed upon us or our licensees or others while diverting the attention of key executives. Such proceedings could have a
material adverse effect on our business, revenues, operating results and financial condition.

There can be no assurance that prohibiting legislation will not be proposed and passed in potentially relevant jurisdictions to legislate or regulate
various aspects of the Internet or the Internet gaming industry. The burden of compliance with any such legislation may have a material adverse
effect on our business, financial condition and results of operations.

There have recently been a number of legal developments associated with the manner in which the business of gaming, and in particular, Internet
gaming, is treated in the U.K. 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 U.K. and Europe follows:

4
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United Kingdom

In September 2007, the U.K. Gambling Act went into force, which regulates online gaming for the first time in that jurisdiction. Most of the
underlying codes in relation to entities established in the U.K., or marketing into the U.K. have now been enacted. However, there is no
assurance that the U.K. regulatory regime as interpreted by the Gambling Commission, the Gambling Act’s 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.

Continental Europe

France and Germany:

France and Germany in particular appear to be moving towards imposing greater restrictions on internet gaming operators, both by virtue of
proposed changes to legislation and through heightened enforcement measures. In June of 2008, according to the French budget minister, France
is set to begin a “controlled opening up” of online gambling markets over the next 18 months. It is possible that adverse legal developments in
these countries could have a material adverse impact on the Company and/or its licensees. As of January 1, 2008, an extensive ban outlawing
almost all forms of online gambling has been ratified by at least 13 of 16 German states. This ban, known as the German Interstate Treaty
(“GST”), bans all Web-based gambling or brokering of all wagering and betting games over the Internet, specifically including the placement of
bets with companies located in other countries. The GST, however, is currently subject to an appeal before the European Commission.

Italy:

Recent willingness by the Italian government to regulate certain forms of Internet gaming could be perceived as indicative of a liberalization of
the Internet gaming industry as a whole in that country. However, at present, the form of regulation put forward has failed to create attractive
market conditions for many operators. As such, notwithstanding the fact that this market may appear to be liberalizing, in practice, they have not
liberalized in a manner, or to a degree, that is helpful to the Company or its licensees. The Company and its licensees remain at risk that Italy
may take aggressive action against parties whose operations at are not licensed pursuant to the regulatory regimes established by this country.

Spain:

Madrid’s regional government has recently implemented new legislation to regulate Internet gaming but it only permits services to be supplied by
the licensed entity to Madrid residents. Therefore obtaining a license may be of little commercial value to any operator. Other regions may
follow suit. However Spain historically has taken little or no enforcement action against operators of Internet gaming which are based outside
the jurisdiction. There is no guarantee however that this position will remain the same if the system of regulation becomes more widespread (so
as to create a value in obtaining a license).

Holland:

CryptoLogic’s licensees presently operate in the Dutch market and the Dutch government has consistently taken steps to support and protect
Holland Casino’s monopoly including taking legal action against Internet gaming operators. In the event that the Dutch 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’s licensees (and CryptoLogic accordingly) could be adversely impacted.
In 2008, in a narrow vote, the Dutch parliamentarians decided not to allow its state-sponsored casino operator, Holland Casino, to operate its
own casino and poker room software which was to be supplied by CryptoLogic. CryptoLogic was fully compensated for its development work.

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
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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 E.U. 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’s licensees. In Norway, The government banned online gambling in December 2008, a ban that will come into force by the end of
2009. The ban, challenged by the E.U., means only state-owned gambling services will remain legal. In Denmark, the state monopoly on online
gambling is being reconsidered by Danish government in light of European Union criticism.

United States

Since the enactment of UIGEA in October 2006, the Company has prohibited its licensees from taking any wagers from the U.S. The UIGEA
made it illegal to accept any funds connected with unlawful Internet gaming, although some U.S. enforcement agencies claimed that previous
existing legislation similarly outlawed both the supply and related payments. Although CryptoLogic historically derived a majority of its
revenues from sources outside of the U.S., 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 U.S., there is no guarantee that the U.S.
Department of Justice will not seek to prosecute the Company, its officers or directors for alleged historic 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 time 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.

U.S. banks have ceased to accept online gaming transactions. This has inhibited the growth of the industry and our business.

With the enactment of the UIGEA, financial institutions in the United States ceased to accept online gaming transactions. This event continued
to have a negative impact on the Internet gaming industry as a whole, on our licensees, and on the Company, as evidenced by lower revenues
and earnings in 2007 and 2008. There can be no assurance that other financial institutions or credit card issuers outside the United States will not
enact additional restrictions. Any such developments would have a material adverse effect on our business, revenues, operating results and
financial condition. The loss of a major payment option could have a material adverse affect on our business. In the occurrence online gaming
transactions are again accepted in the United States, we would expect revenues and earnings to increase.

There can be no assurance that our systems and measures 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 fraud team. There is an audit trail for every transaction contrary
to land-based gaming activities that are primarily cash processors. As well, we establish relationships with financial institutions that are subject
to stringent banking regulations in their respective jurisdictions.

The adoption of new laws or changes to or the application of existing laws relating to Internet commerce may affect the growth of our business.

In addition to regulations pertaining specifically to online gaming, 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.
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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 affect on our business, revenues, operating results and financial condition.

Risks Related to Our Business

Most major economies are in a deep recession and unless these economies improve it will adversely impact our business.

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 value of sub-prime mortgages and the liquidity crisis affecting the asset-backed commercial paper market. These factors may impact
the ability of the Company to obtain equity or debt financing in the future on terms favourable to the Company. If such increased levels of
volatility and market turmoil continue, the Company’s operations could be adversely impacted and the trading price of the Common Shares may
be adversely affected.

Our business depends on the reliability of the infrastructure that supports the Internet and the viability of the Internet.

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 gaming industry or that 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 gaming sites operated by 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. 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
may not be able to meet a level of service that we have contracted for, and we may be in breach of our contractual commitments, which could
materially adversely affect our business, revenues, operating results and financial condition.

Internet gaming is a developing industry and therefore, we do not know if the market will continue to develop and our products and services will
continue to be in demand.

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

Internet gaming software and electronic commerce services are subject to security risks, which may inhibit the growth of the industry and the
acceptance of our products and services.

Our Internet gaming software and electronic commerce services are reliant on technologies and network systems to securely handle transactions
and user information over the Internet, which may be vulnerable to system intrusions, unauthorized access or manipulation. As users become
increasingly sophisticated and devise new ways to commit fraud, our security and network systems may be tested and subject to attack. We have
experienced such
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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.

We may be vulnerable to delays or interruptions due to our reliance on other parties.

Our electronic commerce product relies on ISPs to allow our licensees’ customers and servers to communicate with each other. If ISPs
experience service interruptions, it may prevent communication over the Internet 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. In order to prepare for system problems, we are
strengthening and enhancing our current facilities and the capability of our system infrastructure and support. Nevertheless, 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.

We face growing competition from known competitors and new entrants in the Internet gaming, e-commerce and broader entertainment
industries.

Licensees of our software 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 enhance our products and services 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 gaming 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 the market and name-brand recognition, may provide Internet gaming 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 gaming
software or our e-cash systems and support, be used in connection with their payment mechanisms.

The barriers to entry into most Internet markets are relatively low, making them accessible to a large 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 (particularly relating to online poker), 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 our known current competitors.

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.

Our revenues are generated from a concentration of key licensees.

In fiscal 2008, our top 7 licensees accounted for approximately 81% (2007: 79%) of our total revenue. In addition, all our key licensees operate
from one licensing jurisdiction. The loss of one or more of these key licensees, or the loss of their license to operate in the licensing jurisdictions,
could have a material adverse effect on our business, revenues, operating results and financial condition.
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Our future revenues depend on licensees renewing their contracts.

Licensing contracts generally have three-year terms, are exclusive, 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 contract, which could adversely
affect our business, revenues, operating results and financial condition.

We are subject to risks associated with chargebacks.

We are subject to exposure in regard to chargebacks, which may also result in possible penalties and elimination of the payment option.
Chargebacks are any deposit transaction credited to a user’s account that is later reversed or repudiated. While the Company has fraud control
measures to minimize exposure and provision for chargebacks, this factor could have a material adverse effect on our business, revenues,
operating results and financial conditions.

Our operations are global, which adds complexity to our ability to execute on our strategies.

As companies and consumers involved in Internet gaming, including the players of our licensees, are located around the globe, there is
uncertainty regarding exactly which government has jurisdiction or authority to regulate or legislate with respect to various aspects of the
industry. The uncertainty surrounding the regulation of Internet gaming in the various jurisdictions in which we operate could have a material
adverse effect on our business, revenues, operating results and financial condition.

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 gaming 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, our subsidiaries and our licensees operate, and in which 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 value of U.S. dollar impact our reported results.

Our financial results are reported in U.S. currency, which is subject to fluctuations in respect of the currencies of the countries in which we
operate, including British pounds, euro, and Canadian dollars. This was a significant challenge in 2008, as the U.S. dollar – the Company’s
reporting currency – appreciated substantially against the euro and the British pound, currencies in which CryptoLogic transacts a significant
amount of business. In the future, fluctuations in the exchange rate of world currencies could have a positive or negative effect on our reported
results. We may utilize a hedging program from time to time and/or take advantage of the natural hedge in having operations in multiple
currencies to mitigate a portion of our currency risks, but 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 and financial condition.
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Our effective tax rate may change if certain estimates and assumptions are successfully challenged.

We are subject to income taxes in Ireland, Canada, Cyprus, Malta and other jurisdictions. Our tax calculations involve estimations in several
areas including, but not limited to, transfer pricing. Tax authorities may
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disagree with our estimations and assess additional taxes. We regularly review the likely outcomes of such assessments in order to determine the
appropriateness of our tax provision. However, actual outcomes may differ and could have a material impact on our net income or 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.

We are subject to litigation that arises in the ordinary course of business.

We, and certain of our subsidiaries, may be involved in litigation arising in the ordinary course and conduct of business. The outc
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