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Operator: Good morning ladies and gentlemen. Welcome to the
CryptoLogic Third Quarter 2005 Financial Resultsn€@wence Call. | would like

to turn the meeting over to Mr. Lewis Rose, Presidend Chief Executive
Officer. Please go ahead, Mr. Rose.

L ewis Rose: Welcome, ladies and gentlemen to CryptoLogic’'srd’h
Quarter 2005 Conference Call. I'm Lewis Rose, ided and Chief Executive of
CryptoLogic. With me today are Stephen Taylor, cerently appointed Chief
Financial Officer, and Nancy Chan-Palmateer, oume@br of Communications.
I'd like to welcome Steve to his first analyst calth our company.

I'm pleased to report that CryptoLogic deliveredritee results in the third
guarter. In what is traditionally the slowest suenmseason for Internet gaming,
CryptoLogic achieved record top-line and near réddoottom-line results. This
performance underscores CryptoLogic’s consistemhieg's power, financial
strength, stability and the success of our focistedegy.

Our revenue in the third quarter grew 35% to a né&21.0 million. Earnings
were excellent, and at $5.1 million, or up 80% waaose to an all-time high.

Our consistent earnings and strong balance shest pat us in the enviable
position of having the flexibility to buy back skar pay a regular quarterly
dividend, invest in our business, and to activeiptmue to seek other potential
opportunities to advance our growth.

Today, I'll update you on the strategy behind gti®ng performance. I'll address
where our business is today - and where we're gfingard. Finally, I'd like to
explain how CryptoLogic differentiates itself withihe Internet gaming sector.

| can sum up our approach in four simple worbDsversification. Discipline.
Consistency. And Innovation. Let me explain.

Diversification is key to capitalizing on the major markets faehmet gaming.



First, there’'s_geographic diversification CryptoLogic has established a very
strong presence in key Internet gaming markets ratoine globe. Revenue

generated from our licensees’ international play@sounted for more than 65%
of total Q3 revenue - continuing a steady ascemhfjust 30% in 2001. The UK

and Continental Europe continue to drive this ghgvetccounting for more than

60% of overall Q3 revenue.

Equally important is_diversification of product amthovative games With our
genesis and strength in online casino, we wereinoad that Internet poker was
going to be big - we didn’t quite realize how bighmw fast Internet poker would
grow. Indeed, CryptoLogic is enjoying record rewerand outstanding growth
from online poker. However, we have never loshstigf the Internet casino
business - the core of our company.

And that's why we continue to invest significanihy developing innovative new
casino games that players love to play - we havadaed more than 50 new
casino games since 2004.

Some of these have been exciting “firsts” for Inetrgaming - with CryptoLogic
as the exclusive developer. Our latest group wvésdeatures games based on
legendary Marvel superheroes like the Hulk, Dardd@&unisher, Blade and the
X-Men. We also became the first to produce an rh#e slot version of
Bejeweled. This widely successful gem-matching g&rone of the most popular
games on Yahoo, AOL and MSN. And now you can [Bajeweled - for real
money - courtesy of CryptoLogic on the Internet.

We received our first game patent in the UK for afeour own innovations,
Millionaires Club™, a hugely popular progressive Internet slot theg made a
millionaire of one lucky player this year alreadfnd in fact, Millionaires Club

is again now ready for someone to win the curraokpot, which exceeds $1.3
million. In addition to the UK patent, patent tbiis progressive jackpot game and
its distinctive three-wheel bonus concept is pegdmother major markets for use
in both online and land-based gaming.

Our expanding casino offering has garnered tomgatboth within the industry
and with players, both for our company and for boensee customers. For
example, Allonlineslots.com has rated Millionair€aib™, the #1, online slots
game. Customer recognitions have included the réd@d online casino” awards



by both Gambling Online and Casino Player magazamesthe “top online casino
for slots” by Strictly Slots magazine.

Not only have our newest casino games gained inateeg@opularity with players,
but they're already contributing meaningful revenugy continuing to invest in
innovative, diverse products, games and featuregpt@Logic is helping its
customers attract new players, reactivate lapsayepd and develop a loyal player
base.

The result: in Q3 our Internet casino revenue gt@% over last year, and up 8%
sequentially - excellent growth in this more depeld segment of the industry.

Now, let’s talk poker. CryptoLogic’s investment its poker infrastructure and
software continues to pay off in spades. Our wilege of games, stakes and
levels gives players the games they want, when weeyt, at the speed they want,
and in the currency they want.

And right now our licensees are looking forwardtheir very own live, land-
based, “face to face” tournament - tH8 Annual Caribbean Poker Classic which
will take place from November 50 December @ in sunny, beautiful St. Kitts.
This estimated $2 million live Caribbean tournaméntdrawing some of the
world’s top online and land-based poker playersluiding World Series of Poker
champions like Robert Varkonyi (2002 WSOP champidfgthy Liebert (2004
WSOP Shootout Champion), Jennifer Tilly and WiTliann.

By offering creative games and exciting tournamemtions, CryptolLogic
software is helping drive players to our licensedtsred poker room - with very
positive results, attracting more than 7,500 siamdbus players - making it one
of the largest, poker revenue generating siteshenlriternet. For CryptolLogic,
this meant Internet poker fees increasing 89% thescorresponding Q3 2004.

The first key is to have a diversified businessie econd is to haviscipline to
develop a smart strategy - and then the consistienstyck to it.

Three years ago, we outlined a clear strategy duible three priorities: A
geographically diversified business; the developnoémarket-oriented products;
and our steadfast commitment to regulatory leadrsh



As with any fast-evolving industry, Internet gamihgs seen its share of ups and
downs ... and yet CryptoLogic has been consisterdelivering steady growth
and profitability. Our success is due to the qikoed execution of our strategic
priorities, according to our guiding principal bdsmn “ROE” or return on effort.

Recently, we announced that Betfair, one of ourepdicensees, is moving its
poker software in-house. This decision is parBeffair's long term plans to be
self-sufficient and own the technology of its cpreducts.

Betfair will continue to use our poker software leisovely until June of 2006, and
may well extend up until January of 2007. Regasllaf when they leave, we will
receive fees from Betfair such that our annual Itesior 2006 should not be
materially affected.

While Betfair is uniquely positioned with internedchnical expertise, our other
customers - who are primarily gaming and/or casinganizations - continue to
benefit from the greater liquidity, outsourced taichl expertise and expanding
product offering developed by CryptolLogic.

Our record of strong results speaks to why we reroammitted to working with a
targeted group of world-class licensees to capgabn key game and market
opportunities that will generate the highest resur®@ur decade of experience has
proven that those operators with a trusted brandgstablished user base and the
commitment and resources to market will grow sustale online businesses. It's
about quality, not quantity of customers as licesseéWhile we seek opportunities
to add new customers, they must meet our stricerai - and this discipline
continues to pay off.

Lastly, our diversification and discipline has thated intoconsistency for
CryptoLogic.

Consistency is about doing what we sa&yre going to do again and again - that is
setting and meeting expectations and following ulgfo on our strategy. That's
why we’ve earned certification in regulatory junistions. And that's why we're
one of the first and a long-established publichded company. As a result, we've
achieved consistency in our disclosure, transpgrand financial performance.



We've also consistently said that Internet gamihgudd be regulated for the
protection of players and the integrity of the istty - this adherence to high
standards of government approval and transparesrgyncie to set us apart.

On this score, the UK - one of our premier markepsst published for public

consultation its draft statement of principles. isTis the next step in developing
the specific licensing conditions and codes foegutated online gaming regime,
which is expected to come into effect in 2007. Weaking every opportunity to
contribute to this process to foster a commercistlynd and responsible
regulatory environment.

While in the US, Senator Kyl's most recent attesgxking prohibition in the US
encountered opposition once again, this pointheocongoing debate over Internet
gaming in the US. This lack of clarity continues validate our global
diversification strategy.

Diversification. Discipline. Consistency and Innovation. These are the qualities
that differentiate CryptoLogic in the dynamic, fastolving online gaming
industry.

Another quarter of strong performance in Q3 reflemtir excellent mix of blue-
chip products, blue-chip clients, and diversifioatiacross the world’s blue-chip
markets for Internet gaming. And the early restdtsthe fourth quarter continue
the positive momentum in both our core Internetinasand Internet poker
businesses as reflected in our strong Q4 guidance.

| shall now ask our Chief Financial Officer, SteVaylor to address our third
guarter financial results.

Stephen Taylor: Thank you, Lewis, and good morning ladies and
gentlemen. | will review the highlights of our rthi quarter results for 2005.
Please note that all figures are in US dollars.

In the third quarter of 2005, CryptoLogic achieveztord revenue of $21.0
million. This occurred during the summer period wHaternet gaming activity
normally slows. Earnings were near record levefs,80% to $5.1 million or
$0.36 per diluted share.



We are clearly benefiting from the addition of neamsino games and an expanded
poker offering.

As a result, Internet poker fees were up 89% oter ®3 2004, and up 6%
sequentially over the Q2 2005. On a year-to-dasish we posted a 143%
increase. The popularity of our new games contethuto a 12% increase in
Internet casino revenue over Q3 2004. Casino pitssied strong sequential
growth, up 8% over Q2 2005. I'm proud to say thatre well known for the best
online casino products in the market.

Q3 operating costs were $12.8 million or 61% oferave, down from 66% a year

ago. We continued to invest in diversifying ousimess to help customers grow

market share and player loyalty.

» A succession of new casino games are the key grasxtars in our business;

* We're widening the choice of games, stakes anchuent options in poker;

* We're expanding and strengthening our poker sysésm;

« We'’re improving our back office offering with sopghcated business
intelligence, data warehousing and marketing taolfelp customers better
understand and serve their players.

Initiated a year ago, our major investment progranould be substantially
completed this year as planned. Of this $12.5ionilprogram, $10.4 million or
roughly 84% has been invested to date. This isemaa of $3.6 million in
operating costs, $3.1 million for the purchaseagital assets and $3.7 million for
capitalized software development.

EBITDA and net margins improved significantly to%&nd 24% respectively for
the quarter. Increased margins reflect the eaglyebts of higher revenue from
our investments and improving operational leverage.

Our balance sheet is equally strong. At Septer@bef005, we had no debt, and
our total cash was $92.1 million or $6.49 per @dituishare. Working capital was
$69.5 million.

In Q3 2005, the growth in operating cash flow t@d 21million was due largely to
higher earnings and a significant decline in séguteposit requirements to our
payment processors. Higher prepaids were primdtily to royalty licensing fees
related to new games under development.



We believe at recent stock prices, buying our owosctks is one of the best
investments we can make. Since August, we've bbd§B,300 shares at an
average price of US$18.04 for a total of US$8.9iaomil

We have also increased our quarterly cash dividsnd0% to US$0.07 per share
and given our earnings and cash generation. Efliscts our confidence in our
future.

Looking ahead, we expect Q4 revenues in the rah§@a2 - $22.6 million with
earnings of $5.4 - $5.6 million or $0.39 - $0.40 giuted share, which would be
new highs in both top and bottom line. This assurh4.0 million weighted
average fully diluted shares outstanding.

CryptoLogic has an excellent combination of blugadinancials and vast growth
potential - and I'm excited to be part of bothptesent and its future.

I'd like to thank you and now I'll turn the call blato Lewis.

L ewis Rose: Thank you, Steve. We'll now open the floor to
guestions.
Operator: We will now begin the question and answer

session. To place yourself into the question queuess star one on your
touchtone phone. If you're using a speakerpholease pick up your handset and
then press star one. To withdraw your requessspstar two. Please go ahead if
you have any questions. Your first question corfnesn Todd Coupland from
CIBC. Please go ahead.

Todd Coupland: Can you talk a little bit about Betfair in thaayter
and Betfair in the guidance. Is it changing muciksat still around 10%?

L ewis Rose: We disclosed that Betfair's contribution was
between 5% to 10% of revenue. We don’'t normallgldse individual licensees’
contribution. The reason we have done this, wisch departure from the norm,
Is that they took on a significance that was dippronate in our view to their
contribution. Having said that, we expect that ibess outside of their
contribution will continue to grow. So it's a lmf information for you to use as a
percentage depending on the rate of growth of dibensees’ revenue. The key
point to note for 2005 and 2006, there will be natenal impact on



CryptoLogic’s earnings as a result of the Betfacidion which was to bring their
technology in-house.

Todd Coupland: The casino is much stronger than probably most
people were thinking. How long do you think youkt the kick from the new
games? Is this something that can continue femaduarters? Is casino starting
to fundamentally grow at a faster rate?

L ewis Rose: We have for a long time said that despite tlo¢ fa
that poker has shown so much growth potential, eeansidered poker to be the
“sizzle”, casino is the “steak”. And our opporttynto grow casino comes from
the fact that we've spent a tremendous amountnad tn research - researching
players, trends, opportunities, and we are delnesa range of games that meets
players’ needs and customers’ needs. We are \@mnigtic about the future of
casino. We don’t expect that the casino growth tuarter is going to be a one-
off.

We are rolling out new games consistently to lieessacross the board and we’'ve
seen tremendous successes. The games that halvegundaunched include brand
names like the Hulk, X-Men and Daredevil. It's ye@xciting to be able to battle
and hunt vampires and smash tanks to win substacdish prizes and we
obviously offer that opportunity with exciting bassequences and in multiple
currencies including US dollars, euros and pourfiis.we’re optimistic about the
opportunity for growth in casino notwithstanding tperception that the industry
IS not growing at that same pace as poker.

Todd Coupland: Can you talk about your new customer pipeline
and how you're feeling about that and what our etgd@ns should be?

L ewis Rose: As we’ve said many times, we will be happy with
the addition of one or two new licensees per anbegause of the select criteria
that we use before we sign up a licensee. Theg l@have a brand name, a
player base and both the resources and the comniittoemarket the product.

There are over 1,200 online gaming sites, and tiaeg to be able to differentiate
themselves. We are in active discussions with alohalf a dozen legitimate

candidates. But the important point to note ig tha discussions are in various
stages of progress. They range from very earlys daycompetitive bids in the

process that’s quite regimented.



We have a fertile sales pipeline, we are in actiseussions with about a half a
dozen, in various stages. | cannot commit spetifido a date and time but our
criteria will continue to be applied. In the maard, the good news is that we are
continuing to grow with the existing business, wakisting customers with the

launch and introduction of new games and new prizduc

Operator: Your next question comes from Brian Kinstlinger
from Sidoti and Company. Please go ahead.

Brian Kinstlinger: Can you give us your thoughts on the third quarte
in terms of poker, your comments and my followinfy tbe industry would
certainly suggest that the third quarter is typicaeasonally weak. Can you give
us a sense of what you think is driving the growatithe third quarter and do you
think that maybe it suggests that growth isn’t stayvand adoption isn’t as fully
penetrated as some people suggested recently maheet.

L ewis Rose: From our point of view, it's unrealistic to exgte
that the 30-fold increase of the past few yeargpbker will continue. And so you
will clearly see moderation in month-over-month adarter-over-quarter
momentum. Nonetheless, the industry fully expacsggnificant increase in 2005
versus a year ago. From our point of view, wecar@inuing to show growth and
we’ve been saying it all along that the poker besihas the growth potential to
continue for some time.

Brian Kinstlinger: Is that where the surprise came from in terms of
what your guidance was in the third quarter, aatenabnue came from the fact that
you probably expected a little bit slower pokeregithe seasonality?

L ewis Rose: To some extent that's correct, Brian, because we
haven't experienced many years of poker the wayhaxe in casino. The casino
performance was clearly better than we expectetle Jains from new games,
although were optimistic, outperformed our expectest in the early days of
release, and in poker we're still optimistic thdtile we focus on the big “whales”
and the introduction of poker software enhancemeritenable us to continue to
grow the poker business.

Brian Kinstlinger: And in the poker business, is the split generally
the same as your split in your overall businesswldoes poker split US/Europe
roughly?



L ewis Rose: Poker is slightly higher for European. Both casino
and poker are very strong in UK and Europe, theyarer 60% of our revenue,
slightly higher in poker than casino.

Brian Kinstlinger: You mentioned the reasons that the gross margin
was up. As | look to next year, a couple of questi First of all, your investment

is winding down for 2005. I'm interested if youaplto make some big investment
in 2006. At some point as poker grows, do you rmaete capacity, how does that
tie into gross margin next year and how much lmged on volume too?

L ewis Rose: The planned major investment program should be
substantially completed by the end of this yead elearly you can see from the
results, we're benefiting from the earlier retuaishese investments as evidenced
by the growth in EBITDA margins in Q3. This is natforecast, but we expect
that we’ll be able to sustain these margins goorgvérd. We provided you with
guidance for the fourth quarter of 2005, which weé&dve is very strong.

In terms of the capital expenditures going forwawek looked at this on a
minimum run rate basis, more of an operating capitpenditure that's required.
The question really for next year is to what extda regulatory environment in
the UK will require a change to the regulated safevsupport and infrastructure
system that we have.

It is likely that we will plan for incremental ingements, specifically to support
the regulatory initiatives, to position CryptoLodimr the regulated market in the
UK for online gaming, once they finalize the ruleShat may add 2% or 3% in
terms of the capital expenditures. Normal cap#&gpenditures in relation to
revenue is in the order of probably 5% or 6%. ®@w of the incremental

investments in respect of the regulatory requiramdor the following year is

probably in the order of 2% to 3%.

Brian Kinstlinger: What will run through your income statement
next year will be any costs you have to put intargfing your software because of
regulation. Other than that, the only downsidemiargin would be if you have

pricing pressures, and there’s negotiations witbh tlients next year. Is that

accurate?
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L ewis Rose: That's a fair characterization. From our point of
view, we’re running a business and there are ureggdeopportunities and
challenges.

Brian Kinstlinger: Can you give me a number of how many deals
have been awarded this year that you had an interaad hoped to win?

L ewis Rose: There were very few.

Brian Kinstlinger: | wanted to talk a little bit more about acquignso
For about three quarters you have talked abouttimgto do something with your
cash and clearly you haven’'t promised anything aothing has happened. But
valuations seem to have pulled back in the entpacs, | think driven by
PartyPoker’s cautious comments which may be comppegific, maybe not. I'm
curious what we can expect now and when you exjoestaybe put that cash to
other uses. You bought back shares and increas@ddyvidend, but can you
comment on acquisitions.

L ewis Rose: One of the healthy debates we have at our Board
meetings every quarter is the appropriate use asdonsible use of the cash
balance. And we look to a number of various oidor the appropriate use.
We’'ve increased our regularly paid cash quarteriddnd, and we look at that in
the context of the cash that we generate eachayehthe earnings that we expect
to generate. The opportunity to repurchase stockes Stephen has pointed out,
we believe that the current levels don't reflece thnderlying value of the
company and therefore we continue to repurchasesha

The third opportunity that we've looked at is a @pk dividend. The fourth
opportunity is investing in the business and tlih fis acquisitions. As far as
Investing in the business, we’'ve got a major inmestt program that’s going to be
completed by the end of this year, but we do haatal expenditure expectations
for next year that include the normal course pkgutatory. Those costs will be
funded from the normal course cash generated ezanh y

As far as a special dividend is concerned, we'recomvinced that it's the right
time because there still are opportunities in thetext of a consolidating industry
that's evolving and fast changing. We're very &@iabout the prospects for
growth. We want to ensure that we have ammuniiogun powder if you will, if
the opportunity arises.
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The one thing that we can assure you, we're natggto overpay and we're not
going to be reckless in the use of the cash. alttBscipline that we’'ve had from
day one and I've said before in conference cdilste are much smarter men and
women than any of us sitting around the table, Warren Buffet who says that
investing is like an endless baseball game, you f@aithe right opportunity and
the right pitch before you swing.

From our point of view, we continue to actively kofor opportunities, we're
exploring opportunities, we’re in discussions wpiople all the time because this
Is a fast changing industry. We’re not going tanpoomise our principals and
purchase for the sake of purchase. From my pdiateav, the way | look at it, is
the results speak for themselves.

We've just delivered earnings that are up 80% aydry measure, that's very
effective and very impressive results. We will toue to do what we’re good at.
Sooner or later we'll find the right opportunitycato be candid, we've come close
a few times but at the end of the day, the oppdramthat we’ve looked at either
wouldn’'t have vyielded long term value for shareleotd or we didn't feel
ultimately it was the right thing for the business.

Brian Kinstlinger: The land-based tournament last year is seen as a
marketing cost as it costs you a little bit of mpnd>o you expect the same this
year or based on early entries, do you see thaklg even for you?

L ewis Rose: The land-based tournament enhances the profile
and the attractiveness of the poker room for czgnsees and for their players.
We don’'t expect that there will be material cosssagiated with the CPC,
“Caribbean Poker Classic”. We do expect that thdyre some costs but it's not
going to be material.

Brian Kinstlinger: With respect to the Betfair agreement, can you
give us any more detail if it's a higher rate ooree-time payment? What would
happen if the company left mid-year, how would g&i compensated?

L ewis Rose: We have a confidentiality agreement with Betfair
in terms of the agreement so | can’t give you thecgics. | can say that in 2005
and 2006, irrespective of when Betfair leaves,aheitl be no material impact on
our 2005 or 2006 earnings.
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Operator: Your next question comes from Traci Mangini
from ThinkEquity Partners. Please go ahead.

Traci Mangini: Regarding acquisitions, can you share with us any
more information on what a profile of a candidatgyhm look like. Would you
acquire an operator? Would it have to be anoteéverk and if so, how many
networks are there of ample size that would makees2

L ewis Rose: We've categorized our requirements into specific
criteria. First, the acquisition has to strengtbancore business. Secondly, it has
to either accelerate our growth in new technologwy channels, emerging game
areas and/or geographic expansion. Thirdly, it teabe complementary to our
strategy and finally, synergistic in terms of valhred accretion. We want it to be
an accretive and long term, appropriate decisiomh® company.

The profile therefore looks like companies that @itber new game development
areas. We've looked at mahjong, checkers, backgamimnskill-based games.
We've looked at new distribution channels, inteikactielevision opportunities,

mobile software development companies. We've ldo&t payment processors.
We've looked at software developers and providéms CryptoLogic and then

finally we've looked at operators.

There’s no question that for example, buying a palem would mean an
adjustment to the strategy but it could well beremendous opportunity that
would enhance value for shareholders. So we'vadisphissed opportunities like
that. The moral of the story at the end of the @athat the acquisition has to
make sense at an appropriate price that is aceratid does provide long term,
sustainable opportunity for CryptoLogic. In the angme, we are generating
excellent returns by investing in our own businesth in terms of the investment
program and through the stock repurchase plan.

Tracy Mangini: On the regulatory front, it sounds like Senator Kyl
is still committed. Are you hearing any buzz onaivhis latest strategy is?

L ewis Rose: There are rumours and innuendo that are constant.
From our point of view, we have to be vigilant ttsare we are aware. After eight
years of failed attempts, it speaks to our strateggnsure that we grow outside of
the United States to diversify the business geducaply.
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The bottom line is that the US market remains uagemand there are conflicting
agendas and there’s no resolution of success egeacty time soon. From our
point of view, we have to focus on growing our Imesis and that’'s why it's grown
now to over 60% of our licensees’ revenue comingmfroutside of North

America. That's up from 30% four years ago and lvedieve that's now an

appropriate and healthy mix.

Operator: Thank you. Your next question comes in from
Greg Harris of Canaccord Capital. Please go ahead.

Greg Harris: Recently there was the announcement that Virgin
Games went with Boss Media. This is a company fhata couple of the
characteristics that you've been talking aboug trong brand, money to spend
acquiring customers in the EU channel for custoagguisition. This looks like
it's a fairly good name to have in the complemehlicensees. | know this was
one that you guys were looking at. At the endhef day, why do you think that
Virgin ended up going with Boss Media?

L ewis Rose: One of the questions we were asked earlier is how
many opportunities that we really felt would beappropriate opportunity. This
was one of two. We did speak to Virgin, preserttesim with a very credible,
competitive bid. We obviously cannot speak to rthationale and decision
making.

We offer strong liquidity, we offer global coveragee rank now amongst the top
handful of revenue-generating poker rooms on thermet worldwide, we attract
over 7,500 players simultaneously online. So tlagesa number of advantages to
CryptoLogic and its licensees’ common poker rodm.addition to that, we have
regulatory experience in multiple jurisdictions amee’re able to offer our
licensees a choice of jurisdictions as well foritloaline businesses. So we felt
that we made a very strong bid and cannot spetiietdecision making process.

Greg Harris: Do you think price was a big issue and is that
something that you see a lot nowadays? Have ypaiajed a new head of sales
and marketing since Jon Moss left, a while back?

L ewis Rose: In terms of the impact of price and the decision
making process, obviously price is a factor, theereb question. So is our
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regulatory experience, liquidity in the room, thactf that we offer multiple

currencies, the fact that we have a strong time pvasence in GMT time, the fact
that we offer multiple languages, 24/7 customerpsup So price is a

consideration. | don’t know what the rationale was the ultimate decision.

Price could have been a factor but there may beetong that we just aren’t
aware of.

Regarding sales and marketing, from CryptoLogiasnp of view, we operate

through our WagerLogic licensing subsidiary. Ims of licensee sign ups, our
WagerLogic subsidiary based in Cyprus has botle®pertise and the knowledge
to be able to work with potential candidates. Weirery selective in the

candidates we speak to. There are only aboutfaltiizen legitimate candidates
we’re speaking to at one time, we're also very canss of cost. Our view is that
through our WagerLogic subsidiary we are able tooaemodate the sales and
marketing function directly.

Greg Harris: Can you let us know what happened with the $5
million in security deposits this quarter and iuyoould touch on how much of the
operating costs can be attributed to Adsdotcom?

Stephen Taylor: In answer to your first question about the return o
the $5 million of cash, we entered into arrangemavith some of the payment
processors for guaranteed terms such that we werenger subject to charge
backs with these providers. We've traded off dlgland it's not a material
amount increase in the fee rate for getting oun dexk and having the security of
not knowing we're responsible for charge-backs gdorward.

So | think it is a reflection of our strong finaatiposition that we're able to
negotiate these good financial terms with the panrpeoviders that we're dealing
with, that they’re willing to take smaller guaram¢éeand give us more favourable
terms in conducting our business.

Greg Harris: How much of the operating costs can roughly be
attributed to Adsdotcom?

L ewis Rose; We describe and disclose our overall revenue

coming from poker, casino and other revenues iredudine-time customization
fees. So we don't disclose that line item sepérate
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Operator: Thank you. Our next question comes in from
David Shore with Desjardins Securities. Pleasalggad.

David Shore: PartyGaming and Empire Online are reportedly in
talks again. With respect to the industry andaas$ the poker space goes, do you
have any comments about potential effects thatrthgitt have?

L ewis Rose: Clearly, PartyGaming is a leader and they’'ve done
a fantastic job in growing poker awareness worléwidAnd raising, from our
point of view, the profile of the online poker irgtty and acceptance into
mainstream is a good thing. And as you know, Rzatging and Empire Online
have a close relationship between the two. EmPéne effectively uses the
PartyGaming software. So it's a natural combimafiem that point of view. It
speaks to consolidation in the industry. We belig\s all good.

To the extent that online poker is going to corgita grow, there’s going to be
continued concentration, focus and opportunitys good. We’re up for the
challenge; we're excited about the new games, twe software enhancements
that we've delivered. We're excited about our hisees’ own Caribbean Poker
Classic tournament for example, that | mentionatieza We continue to be one
of the fastest growing poker rooms on the Internéfe continue to be ranked
amongst the handful of top revenue generating raomdsve’ve demonstrated that
with our quarter over quarter growth. So we thimik is all good.

David Shore: What is the headcount?

L ewis Rose: We refer to it as employee strength, David. Our
employee talent now numbers 370.

David Shore: Where do you expect that to be by year-end and by
year end '06?

L ewis Rose: Approximately 400.

David Shore: And do you have any idea for '06?

L ewis Rose: The objective is to maintain the level at 400.
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David Shore: Stephen, taxes came in a little lower than we
expected in the quarter. Where do you think tleegoing for the rest of this year
and for next year?

Stephen Taylor: We have an ongoing tax planning process in place
that operates in multiple jurisdictions. | expdkat over the next couple of
quarters, the tax rate will continue to be a litiielower - 10% to 11% range. As
we move into 2006, | think it will continue to gtavithin the range that it's been
running over the last year. I'm not prepared toowot at this point of time until
we finish our tax planning as to exactly where 'thgbing to go. So | think you
should expect short-run, good rates in the 10%1% Tange and then I'll give
further guidance in quarters as we go forward oare/fit’s moving.

David Shore: Can you give us an idea on where you're focusing
your efforts, over the next twelve to eighteen rherdn new game development?

L ewis Rose: Casino continues to be a priority for us and we
will continue to release a stream of new gamesasino. In terms of poker, we
will continue to deliver new features and new fumaalities. We've improved the
poker product, the system infrastructure substiyti@m handle the growing
volume in the room. We've released almost 50 neswies and variations in the
most popular casino games since 2004, particuladjots.

But it's not just about new games in poker and reasi We've also spent a
significant amount of money in terms of upgradihg tuality of our back-office
offering with more sophisticated business intelige, customer relationship
management tools, and reporting tools, to assisficensee customers in better
analyzing data so they can better serve their pday&o it's really a strategy of
focused products in casino, poker and back-office.

David Shore: How many concurrent users could you handle on
poker now?
L ewis Rose: In poker, we’re probably well over 16,000. At

peak times we’ve hit 7,500 but we believe we canvedth over 16,000.

Operator: Thank you. Our next question comes in from
Chang Qiu with Forun Technology. Please go ahead.
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Chang Qiu: Regarding future growth in both poker and casino,
there are a lot of worries regarding a slow dowpaker and also looks like your
sequential growth in poker is 6%, is lower than ##casino. Can you give us
some comments regarding what you're thinking abletfuture?

L ewis Rose: We've provided guidance for the fourth quarter
which we believe is very strong. Included in tbkase today, we have the fourth
guarter guidance which shows growth in both poker @asino, a reflection of the

fact that we expect growth in casino to continMée expect moderation in poker

to be expected but we do expect positive momentuboth casino and in poker.

We've said poker numbers are up sequentially 6%thadasino numbers are up
sequentially 8%. Again, in our view, those argnstrong numbers.

Chang Qiu: In the future do you think your revenue mix for
poker and casino will remain the same as Q3 ard0s4a?

L ewis Rose: We’re showing expected growth in the fourth
qguarter of approximately 8% sequentially. Again, our view, that's very
impressive growth.

Chang Qiu: The rate is the same for poker business and the
casino business?

L ewis Rose: Yes, it's approximately the same and we're
expecting growth of almost 10% in earnings seqaéntioo.

Chang Qiu: What's the lifetime of a game from the
introduction until it is outdated?

L ewis Rose: Unlike a land-based casino which has a finite
space allocation for physical slot machines, tlsereffectively an unlimited
number or amount of capacity available for new ganfeo when we launch a new
game, we do not replace an old game with a new dgaoause there’s unlimited
capacity. In our view, the most important aspsc¢biensure you have an effective
menu system so players are not overwhelmed by thigumde of games. We offer
over a 150 games to players and we don’t retireegaas we introduce new
games.
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Chang Qiu: How long is that time window where the game is
popular?

L ewis Rose: Well it depends on the game itself. The new
games that we've recently introduced have shownsigas of slowing. They
continue to grow. It depends on the extent to wloar licensees are able to
ensure that they get the message of the new gamt dheir players. So it's
dependent not just on introduction of a new gamedependent equally on the
marketing efforts of our licensees.

Our view is, the more effective, the more impressand the more innovative the
games that we deliver to our licensees and theriegporting tools and the better
data management we provide for our licensees, étterithey can market the new
games to their players and ultimately, the higherrevenue to our licensees and
to CryptoLogic.

Chang Qiu: How many years, or how many months is that
popularity time?

L ewis Rose: We have games that we're offering today that we
launched when we were born. So we have gamesatédiasically ten years old
that are still around and generating revenue. &8ar1o incremental cost so it's
really all incremental revenue.

Chang Qiu: For the poker room you have a peak of 7,500. Do
you have a similar number for your casino gamgsuf added them all together?

L ewis Rose: No, the reason is that in poker, liquidity is a
hugely important factor, it's a completely diffetekey performance indicator. In
poker, the key is to have liquidity over the coucdethe day. And one of the
advantages of having strong UK and European presendhat we can offer
liquidity which is critical mass at a range of é@ifént table stakes from low level
stakes to significant pound, sterling and euroesakroughout the course of the
popular GMT peak time.

In casino, although we do offer multi-player ganmesst of the games are player

against computer as opposed to player against mplaydayer against player
requires that liquidity. So the measure is natigsificant.
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Chang Qiu: What's the number for your capital expenditure for
'05 and maybe also the planned number for '067?

L ewis Rose: The total capital expenditures will be
approximately $12.0 million which includes a sigeaint proportion of the major

investment program that we began in Q3 of '04. neat year, we will have

normal capital expenditures in approximately 6%esenue range but in addition
to that, we'll probably have approximately 2% or 3&tated to the market that
will be regulatory in the UK.

Because the rules have not yet been fully defimetithe regulations are not yet
complete, in order to support the regulatory itities to position CryptoLogic to
take advantage of the new regime in the UK, weligety going to be spending
money to ensure full compliance in whatever jugfdn is appropriate. We don't
know today, exactly what those rules are goingato sSo we're estimating it will
be approximately 3% of revenue.

Operator: Your next question comes from Barry Baker from
MoneySmarts. Please go ahead.

Barry Baker: You mentioned that your strategy has been
emphasized in the European markets in some ofetpglatory environments and
the past few years you've been asked about thenAsiarket specifically. |
wonder if you could just address the situationehard any potential opportunities
or changes in the climate that you see that midlowafor CryptolLogic’s
expansion there?

L ewis Rose: Asia is tantalizing in many respects because it
offers such tremendous growth potential, but it'acim easier said than done.
There are challenges of both fragmented legislatiod the inability to have
access to international credit cards and otherenaasily acceptable payment
forms. For example, there is no single populampayt method across Asia and
there’s very limited access and use of internatioredit cards. We've seen some
encouraging Japanese traction.

As you know, we offer our software in seven diffardanguages including
Japanese and Chinese. China has been very slagvielop because of the
absence of Internet payment options and regulatoncerns. So you can't
actually look at Asia in a blanket context, you &aw look at every single country
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within Asia and the merits of each one intuitiveiynd from quantifiable
experience, there is a significant gambling madggtortunity.

There’s also significant mobile development in maoyntries in Asia. It's a

guestion of getting it through or threading yourywdrough the fragmented

legislation and also ensuring that there is sudfiti acceptable international forms
of payment to be successful. And the payment fopmgple are working on,

payment processors are working on, so there magobe movement on that in
the upcoming months but certainly in terms of lEdien we're quite a way away.

So it's a tremendous opportunity, but I’'m not opstit that it's going to happen

in the short-term.

Barry Baker: Thank you.

Operator: Your next question comes from Jeffrey Ke from
Acorn Global Partners. Please go ahead.

Jeffrey Ke: You have announced that you are going to
repurchase up to 10% of your outstanding sharestaed®ms from today’s report
that you have already purchased close to halfanilin 3Q. Can you update us on
that? Are you planning to aggressively repurchiaatin the foreseeable future?

You have talked about the possibility of doing samquisitions and you gave us
pretty good announcements on that. Have you thoalgbut the other side, how is
the opportunity of being acquired or merged witheotbig players? Thank you.

L ewis Rose: Let me deal with the buyback first. There are
several limitations to a buyback program. Firsabf the company is limited to
acquiring 2% of the float in any 30 day period lsattinherently provides a cap on
an ongoing basis. The second cap is that we caugptire more than 10% of the
float in the 365 day period.

We announced the intention that, if the circumstanare appropriate and the
Board feels that it's appropriate, we can repurehgs to 10%. We have bought
493,300 shares. We will continue to take the ltamg view, which is to grow the

business. One of the opportunities to take adgantd the financial position that

we have is to invest in our own business througjbhoks.
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On the second question which is effectively, dowemt to be acquired or are we
available to be acquired. We very much focus oildimg the business. That is
our priority; we've said it several times. As agth company, our intention is to
create value for investors. As you can appreciatannot speculate on a response
to this question. What | can say, it is not pdrobwr strategy. CryptoLogic is the
granddaddy and the industry leader of online gaming

We were one of the very first to launch a play+feal, online casino a decade ago.
We’ll continue to lead the way with some of the tbaed the broadest game
offerings. We’re working with the best of the bastnternational gaming brands,
we’re investing in some of the best markets in Wwld and we're producing
some of the best products in the world. Certaimlgasino we would definitely be
considered to be industry leading. So we are Megused on delivering
continued, profitable returns to our shareholdard aannot speculate on the
response to your question.

Operator: Your next question comes from Brian Kinstlinger
from Sidoti and company. Please go ahead.

Brian Kinstlinger: How many clients in 2007 are expiring where the
contracts will be renegotiated?

L ewis Rose: There’s one in 2007.

Brian Kinstlinger: Is that a very large one or a very small one?

L ewis Rose: It's medium.

Operator: This concludes the question and answer session.

Please go ahead Mr. Rose.

L ewis Rose: Thank you very much ladies and gentlemen for
joining us today.

CryptoLogic’s third quarter results validate thag ivave what it takes to thrive in
our primary growth areas of Internet casino andrimet poker.
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We will continue to execute against our strateggudtomer, product, geographic
and market diversification. By remaining committedthis disciplined approach,
we aim to provide superior returns to our sharedsld

| look forward to sharing our continuing progresshvwou on our next quarterly
call. Thank you.
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