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Independent Auditor’s Report

To the Board of Directors and Shareholders of CCP hf.

We have audited the accompanying Consolidated Financial Statements of CCP hf., which comprise the
endorsement of Board of Directors and the CEQO, balance sheet as of 31 December 2011, and the statement of
comprehensive income, statement of changes in equity and cash flow statement for the year then ended, and a
summary of significant accounting policies and other explanatory information.

Management’s and the Board of directors Responsibility for the Financial Statements

Management and the board of directors are responsible for the preparation and fair presentation of these financial
statements in accordance with International Financial Reporting Standards as adopted by European Union and for
such internal control as management and the board of directors determine is necessary to enable the preparation of
financial statements that are free from material misstatement, whether due to fraud or error.

Auditor’s responsibility

Our responsibility is to express an opinion on these Consolidated Financial Statements based on our audit. We
conducted our audit in accordance with International Standards on Auditing. Those standards require that we
comply with ethical requirements and plan and perform the audit to obtain reasonable assurance whether the
consolidated financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
consolidated financial statements. The procedures selected depend on the auditor’s judgment, including the
assessment of the risks of material misstatement of the consolidated financial statements, whether due to fraud or
error. In making those risk assessments, the auditor considers internal control relevant to the entity’s preparation
and fair presentation of the consolidated financial statements in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the
entity’s internal control. An audit also includes evaluating the appropriateness of accounting policies used and the
reasonableness of accounting estimates made by management, as well as evaluating the overall presentation of the
consolidated financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit
opinion.

Opinion
In our opinion, the Consolidated Financial Statements give a true and fair view of the financial position of CCP hf.

as of 31 December 2011, and of its financial performance and its cash flows for the year then ended in accordance
with International Financial Reporting Standards as adopted by European Union applied on a consistent basis.

Kopavogur, 30 March 2012
Deloitte ehf.

Laovik brainsson Signy Magnusdottir
State authorized public accountant State authorized public accountant



Endorsement by the Board of Directors and CEO

The Consolidated Financial Statements for the year 2011 consist of the Financial Statements of CCP hf. and its
subsidiaries, together referred to as the Company. The Consolidated Financial Statements are prepared in
accordance with International Financial Reporting Standards (IFRS), as adopted by the European Union, and
denominated in USD.

The Company's revenues in 2011 were USD 65,264,151. The profit for the year amounted to USD 8,672,471.
Assets at year-end were USD 97,614,885 with shareholders' equity of USD 59,511,731, or 61%. The Company
employed 514 people at year-end in its offices in Reykjavik, Newcastle, Shanghai and Atlanta, compared to 603 at
the beginning of the year. Salaries and related expenses amounted to USD 45,221,562 of which USD 27,798,365
were capitalized as development cost.

EVE Online ended the year with 351,502 subscribers. Three expansions to the EVE Online universe were
launched in 2011. Incursion brought a new age of artistry to video games and gave a glimpse of the potential of
the Carbon technology framework. The Incarna 1.0 expansion was the first step to avatar-based gameplay with
the introduction of 3D avatars to the sci-fi virtual universe. The third expansion, Crucible, was launched in late
2011 to player acclaim with a large number of much-requested enhancements.

The Company and Sony Computer Entertainment Inc. announced an agreement to bring the innovative DUST
514® video game exclusively to the PlayStation®3 console entertainment system in 2012.

The Company unveiled the results of its technology partnership with NVIDIA at the EVE Online Fanfest event
in March. The Company leverages NVIDIA technology to enable its recently launched EVE Online Character
Creator.

Customer and market feedback in the second half of the year triggered a review and re-evaluation of the
Company's priorities and processes. This led to a reduction of staff affecting twenty percent of global positions,
the majority of which impacted our Atlanta, GA office, although a number of positions in our Reykjavik, Iceland
office were also affected. The focus was set on enhancing the EVE Online player experience and bringing DUST
514 to market. World of Darkness will continue in development with a dedicated core team.

The Company's Atlanta office announced the relocation of the CCP North America headquarters from Gwinnett
County to the City of Decatur in DeKalb County.

The Board of Directors recommends that dividends shall not be paid to shareholders in 2012. With regards to
disposal of profit and changes in the equity of the Company, the Board refers to the Notes attached to the
Consolidated Financial Statements.

As of December 31, 2011 sharcholders owning more than 10% are NP Ehf with 30.37% and Teno Investments
with 23.83%.

The Board of Directors complies with written operating procedures agreed by the Board. The procedures
address issues such as allocation of responsibilities and powers of decision within the Board, conflicts of interest,
confidentiality, and similar governance issues. The Board has appointed a Compensation Committee and Audit
Committee within its ranks. The Compensation Committee did not mee during 2011 and the Audit Committee
met three times.



It it the opinion of the Board of Directors and the CEO of the Company that the accounting policies applied
herein are appropriate and that these Consolidated Financial Statements present all information necessary to give
a true and fair view of the Company's assets and liabilities, financial position and operating performance, as well
as describing the principal risk and uncertainty factors faced by the Company.

Reykjavik, March 30, 2012

Board of Directors

. //?/ T |

/

Vilhjalmur Porsteinsson, Chairman David Fialkow
. / /7 -
S, ( %% S L Rnpn—
Sigurdur Olafsson Steve Wieck Birgir Mar Ragnarsson

%La-r ﬂa,}é r Pd':/ur S50

Hilmar Veigar Pétursson, CEO



Consolidated Statements of Comprehensive Income

For the twelve months ended

December 31,
Notes 2011 2010 2009
Subscription and sales - EVE Onlifie .....c.ccocvivieviericicincincnnee 63,167,059 57,443,934 51,782,424
Oher TEVENUE wevevirierieiriicieieirieesie ettt ssesasaeseenes 2,097,092 1,739,731 3,486,367
5 65,264,151 59,183,665 55,268,791

COSt OF SALES vttt eenes 6 (5,605,430) (6,073,734) (7,752,486)
Gross profit 59,658,721 53,109,931 47,516,305
Operating expenses
Research and development ..., (12,972,482) (11,127,383) (9,342,375)
Publishing (11,313,720) (8,797,352) (7,204,531)
Marketing (9,912,335) (9,769,965) (9,410,916)
General and adminiStrative ....cceceeceeeerneceenenceenneneeennenes (17,635,870) (16,923,857) (13,670,677)
Total operating expenses (51,834,414) (46,618,557) (39,628,499)
Operating profit 7,824,307 6,491,374 7,887,806
Financial iNCOME ...oveueeevrirereeeirinicecieiniccieisreeieieseesee e 8 40,124 89,176 51,092
Financial cost 8 (1,300,617) (1,344,520) (1,431,053)
Net exchange rate difference 8 (75,015) (1,499,015) 21,624
Profit before taxes 6,482,799 3,737,015 6,529,469
TOCOME TAX vttt 9 2,189,672 1,677,743 (339,238)
Profit for the year 8,672,471 5,414,758 6,190,231
Other comprehensive income
Exchange differences arising on translation

of foreign OPErations ... 144,791 67,506 (169,358)
Total comprehensive income for the year 8,817,262 5,482,264 6,020,873

CCP hf.
Consolidated Financial Statements for the year 2011 Al amounts in USD 5



Consolidated Balance Sheets

Assets

Non-current assets

Property, plant and eqUIPMENT ....ccveerreeuemneecrreiemricrreeenreeneenenes
GOOAWILL ..ottt
Development COSt ...
Other INtangible ASSELS ...c.cvverreeuerierrereierrecreeeiereeeneeseeeaenseans
Deferred tax aSSELS w.c.ccieenierriierriereeenseese e sseeeseesesenns

Other fINANCIAl ASSELS .eivvieeieeiieiiiieeeeeeeee ettt

Current assets

TNVENLOLICS evrviieiieiirieieceiee ettt aes
Trade £eCEIVADIES ..voivieriirieeiieereetreee e
Othert 1eCEIVADIES .vvvvveeiirieiirieeiseeeee e
Cash and cash equIVAlEnts ........ccccvuieiviininiciriniriccceeenes

Total assets
Equity and liabilities

Equity

Share capital ... s
Share Premium ...
Foreign currency translation reServes .......coevevenieuricurennnnns
Equity settled employee benefits 1eServe ......cccovvemvvnicuriinvenane
Retained arnings ...

Total equity

Non-current liabilities

Long tefm debt ..t
Deferred tax Habilities ...ccoviviiiiiiieiieeeececeetese st
Other non-current Habilities ......ccevevieiiviiciieieeceeeeese e

Current liabilities

Trade PAYabIES .....covccuviiieeicirereerece et
Current maturities of non-current liabilities ..........ccccoeveevrrrerenens
Deferred INCOME ..ouiiviviieieiiicceeeeeeee e

Other current Habilities .....ccoviiiiiiiiiiiiiieeeeeeeeeeeeeeee e

Total liabilities
Total equity and liabilities

CCP hf.
Consolidated Financial Statements for the year 2011 All amonnts in USD

Notes

2011.12.31  2010.12.31
5,426,464 4,387,399
4,252,956 4,252,956

74,768,626 54,615,436
543,658 543,658
439,625 0

87,037 87,037

85,518,366 63,886,486

161,156 459,487
2,141,276 2,120,285
6,130,506 5,800,111
3,663,581 11,223,672

12,096,519 19,603,555

97,614,885 83,490,041
123,554 123,526

20,342,830 20,178,172
668,798 524,007

4,424,200 3,664,845

33,952,349 25,279,879

59,511,731 49,770,429

12,192,776 438,229

0,824,738 7,848,641
0 86,837
22,017,514 8,373,707
4,610,579 3,290,098
1,189,085 12,073,793
4,152,311 3,587,330
6,133,665 6,394,684

16,085,640 25,345,905

38,103,154 33,719,612

97,614,885 83,490,041




Consolidated Statements of Cash Flows

Notes
Cash flow from operating activities
Profit for the Period ...

Net financial COSt (-IICOME) ..vvuerrrverriverrierreerereiererereeenieenseaenne
Income tax eXPense ... 20
Depreciation and amortization ..., 10,12
Impairment loss on capitalized development ........ccccccvcviuunee. 12
Equity settled employee stock options ... 17,18
Loss on disposal Of aSSet .....cccuiviuriviciiiiiiiiieieccsiseene

OREL TEEMS 1uvurerrrieieiereieteieieieieessresesesseesesssessesesesesesesesesesssssasasans

Change in operating assets and liabilities
Decrease i INVENTOTIES ..vveececvereererieriererneeeeererseresteeueressecsesesesses 14
(Increase)/dectease in OPErating aSSELS ...c.ceeveeeeeerereecereererserens

Increase/(decrease) in operating Habilities .........oceveverceiereneece

Cash generated by operating activities

Financial income received

Financial cost paid ......ccccveuviiiniivincvininicccee e

TaxX CLEdit TECEIVE uviriririerierereeierireeeteereeete ettt ere e

Net cash generated by operating activities

Cash flows from investment activities
Purchases of property, plant and equipment ..........cccecveuereennen. 10
DevelopmEnt COSE ... siaens 12

Change in other financial asSEts .........cocvevinivirieiriciniciricninens

Cash flows from financing activities

Repayments of borrowings

New loans raised .....ccccovvevereneenene 19
Short term borrowings

Net increase in share capital .......ccocovvvivinicnicnicnicniciicnas 17

Net change in cash ...
Cash at beginning of the year ...
Effect of foreign exchange rates ...
Offset against financial Habilities ........cooeveeuricrricrnicrvincricnennns 19

Cash at end Of the YEar ..o

CCP hf.
Consolidated Financial Statements for the year 2011.

Al amonnts in USD

For the twelve months ended

December 31,
2011 2010 2009

8,672,471 5,414,758 6,190,231
1,341,508 2,754,359 1,358,337
(2,189,672) (1,677,743) 339,238
10,355,560 8,443,400 6,302,647
0 0 633,497

759,245 204,496 2,494 273
49,422 0 0
629,617 (152,987) (74,027)
19,618,152 14,986,283 17,244,196
183,930 797,070 523,772
(111,955) 836 236,635
1,660,803 1,356,447 2,929,603
21,350,930 17,140,637 20,934,206
126,119 100,866 59,109
(1,787,920) (1,877,231) (1,990,671)
3,250,849 2,018,443 1,085,934
22,939,977 17,382,715 20,088,578
(2,483,589) (2,374,555) (1,361,350)
(27,798,365) (23,503,434) (17,011,730)
0 (36,437) 0
(30,281,954) (25,914,425) (18,373,080)
(6,231,581) (314,254) (2,388,568)
12,000,000 0 10,819,909
0 (331,767) (9,182,332)

164,686 16,622,478 104,292
5,933,105 15,976,457 (646,699)
(1,408,872) 7,444,746 1,068,793
11,223,672 3,804,265 2,655,203
41,994 (25,339) 80,270
(6,193,213) 0 0
3,663,581 11,223,672 3,804,265
7



Consolidated Statements of Changes in Equity

for the year ended December 31, 2011

Equity-settled Foreign
employee currency
Total numbers Share Share benefits translation Retained
of shares* capital premium reserve reserve earnings Total
Balance at January 1, 2009 8,307,219 115,953 3,458,974 966,076 625,859 13,674,890 18,841,752
Profit for the period.......ccccciniciciinniiiinicc, 6,190,230 6,190,230
Translation difference.....cverenenccrerrenicereereereerennes (169,358) (169,358)
Total comprehensive INCOME .....ccvviierucieiriicrcininnes 0 0 0 (169,358) 6,190,230 6,020,873
Increase in share capital ..o 940,739 7,362 16,568,289 16,575,651
Employee stock Options.........cccvvecececivinicicinininccnens 2,494 273 2,494 273
Balance at January 1, 2010 9,247,958 123,315 20,027,263 3,460,349 456,501 19,865,121 43,932,549
Profit for the petiod.......cccciiniciccinniiiiiiccc, 5,414,758 5,414,758
Translation difference......oviierevieeveereceereeereeeereererenes 67,506 67,506
Total comprehensive INCOME .....ccvviierucvririiicrcirinne. 0 0 0 67,506 5,414,758 5,482,264
Increase in share capital ..o 24,980 211 150,909 151,120
Employee stock Options..........ccvveececueininicicinininccnens 204,496 204,496
Balance at January 1, 2011 9,272,938 123,526 20,178,172 3,664,845 524,007 25,279,879 49,770,429
Profit for the period.......ccocciniiiciiiniiiiiicc, 8,672,471 8,672,471
Translation differences.....couveiveirreveieveereveereeerenenns 144,791 144,791
Total comprehensive INCOME .....ccvvviivimiiiiriieiriiinee. 0 0 0 144,791 8,672,471 8,817,262
Increase in share capital ..o 25,000 28 164,658 164,686
Employee stock Options.........cccveecececininicicurininccnens 759,355 759,355
Balance at December 31, 2011 9,297,938 123,554 20,342,830 4,424,200 668,798 33,952,349 59,511,731

CCP hf.
Consolidated Financial Statements for the year 2011
*Fach share is 1 ISK

Al amonnts in USD



Notes to the Consolidated Financial Statements

1. General information
CCP hf. is a limited liability company incorporated in Iceland. The principal activities of CCP hf. are the design, development,
matketing, sales and operation of immersive virtual worlds and games accessed over the internet. All copyright and intellectual
property in the computer game EVE Online are property of the Company. CCP hf. operates the following offices: CCP North
America, Inc. in Atlanta, CCP Games UK, Ltd. in Slough and Newcastle and CCP Information Technology (Shanghai) CO., Ltd.

2. Application of new and revised International Financial Reporting Standards (IFRSs)

2.1 Standards and interpretations effective in the current and prior periods

The Consolidated Financial Statements are presented in accordance with the new and revised standards (IFRS / IAS) and new
interpretations (IFRIC), applicable in the year 2011. Management believes that those new and revised IFRS standards do not have
material effect on amounts reported in the Consolidated Financial Statments

2.2 New and revised IFRSs in issue but not yet effective

The Company has not early adopted new and revised IFRSs that have been issued but are not yet effective. Management believes
that implementation of those standards and interpretations do not have a material affect on the Consolidated Financial Statements
of the Company.

3. Significant accounting policies

3.1 Statement of compliance

The Consolidated Financial Statements have been prepared in accordance with International Financial Reporting Standards as
adopted by the European Union.

3.2 Basis of preparation
The Consolidated Financial Statements of CCP hf. for the year 2011, have been prepared on the historical cost basis except for
certain financial instruments that are measured at fair value. Historical cost is generally based on the fair value of the consideration
given in exchange for assets.

3.3 Basis of consolidation

The Consolidated Financial Statements incorporate the financial statements of the Parent and entities controlled by the Parent (its
subsidiaries), together referred to as the Company. Control is achieved where the Company has the power to govern the financial
and operating policies of an investee enterprise so as to obtain benefits from its activities.

The results of subsidiaries acquired or disposed of duting the year are included in the consolidated statement of comprehensive
income from the effective date of acquisition or up to the effective date of disposal, as appropriate.

Where necessary, adjustments are made to the financial statements of subsidiaries to bring their accounting policies in line with
those used by other members of the Company.

All intra-group transactions, balances, income and expenses are eliminated in full on consolidation.

3.4 Business combinations

Acquisitions of subsidiaries and businesses are accounted for using the purchase method. The consideration for each acquisition is
measured as the aggregate of the fair values (at the date of exchange) of assets given, liabilities incurred or assumed, and equity
instruments issued by the Company in exchange for control of the acquiree. Acquisition-related costs are recognized in profit or
loss as incurred. The acquiree’s identifiable assets, liabilities and contingent liabilities that meet the conditions for recognition under
IFRS 3 Business Combinations are recognized at their fair values at the acquisition date, except for non-current assets (or disposal
Company's) that are classified as held for sale in accordance with IFRS 5 Non-current Assets Held for Sale and Discontinued
Operations, which are recognized and measured at fair value less costs to sell.

CCP hf. - Consolidated Financial Statements for the year 2011 All amonnts in USD 9



Notes to the Consolidated Financial Statements

3.5 Goodwill

Goodwill arising on business combinations is recognized as an asset at the date that control is acquired (the acquisition date).
Goodwill is initially measured at cost, being the excess of the cost of the business combination over the Company's interest in the
net fair value of the identifiable assets, liabilities and contingent liabilities recognized. If, after reassessment, the Company's interest
in the net fair value of the acquiree’s identifiable assets, liabilities and contingent liabilities exceeds the cost of the business
combination, the excess is recognized immediately in profit or loss.

Goodwill is not amortized but is reviewed for impairment at least annually. For the purpose of impairment testing, goodwill is
allocated to each of the Company’s cash-generating units expected to benefit from the synergies of the combination. Cash-
generating units to which goodwill has been allocated are tested for impairment annually, or more frequently when there is an
indication that the unit may be impaired. If the recoverable amount of the cash-generating unit is less than the carrying amount of
the unit, the impairment loss is allocated first to reduce the carrying amount of any goodwill allocated to the unit and then to the
other assets of the unit pro-rata on the basis of the carrying amount of each asset in the unit. An impairment loss recognized for
goodwill is not reversed in a subsequent period.

On disposal of a subsidiary the attributable amount of goodwill is included in the determination of the profit or loss on disposal.

3.6 Risk management

The Company's Board of Directors has an overall plan towards risk management and to identify and analyze the risks faced by the
Company. Historically the Company has used derivative financial instruments (primarily foreign currency forward contracts) to
hedge its risks associated with foreign currency fluctuations relating to certain commitments and forecasted transactions. There are
no such current financial instruments in place at this time. Interest rate risk arises from long term liabilities such as bank loans. All
such commitments are managed by the Company's Corporate offices and the general policy is to fix long term interest rates as the
Company determines appropriate.

3.7 Revenue recognition

Revenue is measured at the fair value of the consideration received or receivable.

3.7.1 Subscription fees

* the Company recognizes revenues from subscription fees on a straight-line basis over the subscription period;
* fees for the selected subscription period (1, 3, 6 or 12 months) are collected at the beginning of the period. Fees are non-
refundable;

* unrecognized revenues from subscription fees are accounted for as deferred revenues among current liabilities.

3.7.2 Sale of goods

Revenue from the sale of goods is recognized when all the following conditions are satisfied:

e the Company has transferred to the buyer the significant risks and rewards of ownership of the goods;

* the Company retains neither continuing managerial involvement to the degree usually associated with
ownership nor effective control over the goods sold;

* the amount of revenue can be measured reliably;

* it is probable that the economic benefits associated with the transaction will flow to the entity;

* the costs incurred or to be incurred in respect of the transaction can be measured reliably.

3.7.3 Royalties

Royalty revenue is recognized on an accrual basis in accordance with the substance of the relevant agreement. Royalties determined
on a time basis are recognized on a straight-line basis over the period of the agreement. Royalty arrangements that are based on
sales and other measures are recognized by reference to the underlying arrangement.

3.7.4 Dividend and interest revenue
Dividend revenue from investments is recognized when the shareholder’s right to receive payment has been established.

Interest income is accrued over time, by reference to the principal outstanding and at the interest rate applicable.

CCP hf. - Consolidated Financial Statements for the year 2011 All amonnts in USD 10



Notes to the Consolidated Financial Statements

3.8 Leasing

Leases are classified as finance leases whenever the terms of the lease transfer substantially all the risks and rewards of ownership
to the lessee. All other leases are classified as operating leases.

3.8.1 The Company as lessee

Assets held under finance leases are initially recognized as assets of the Company at their fair value at the inception of the lease or,
if lower, at the present value of the minimum lease payments. The corresponding liability to the lessor is included in the balance
sheet as a finance lease obligation.

Operating lease payments are recognized as an expense on a straight-line basis over the lease term, except where another systematic
basis is more representative of the time pattern in which economic benefits from the leased asset are consumed. Contingent rentals
arising under operating leases are recognized as an expense in the period in which they are incurred.

3.9 Foreign currencies

The individual financial statements of each Company's entity are presented in the cutrency of the primary economic environment
in which the entity operates (its functional currency). For the purpose of the Consolidated Financial Statements, the results and
financial position of each entity are expressed in USD which is the functional currency of the Company and the presentation
currency for the Consolidated Financial Statements.

For the purpose of presenting Consolidated Financial Statements, the assets and liabilities of the Company's operations are
expressed in USD using exchange rates prevailing at the end of balance sheet date. Income and expense items are translated at the
average exchange rates for the period, unless exchange rates fluctuated significantly during that period, in which case the exchange
rates at the dates of the transactions are used. Exchange differences arising, if any, are recognized in other comprehensive income
and accumulated in equity as translation reserve. Such exchange differences are recognized in profit or loss in the period in which
the foreign operation is disposed of.

Goodwill and fair value adjustments arising on the acquisition of a foreign operation are treated as assets and liabilities of the
foreign operation and translated at exchange rates prevailing at the end of balance sheet date.

In preparing the financial statements of the individual entities, transactions in currencies other than the entity’s functional currency
(foreign currencies) are recognized at the rates of exchange prevailing at the dates of the transactions. At the end of each reporting
period, monetary items denominated in foreign currencies are retranslated at the rates prevailing at that date. Non-monetary items
carried at fair value that are denominated in foreign currencies are retranslated at the rates prevailing at the date when the fair value

was determined. Non-monetary items that are measured in terms of historical cost in a foreign currency are not retranslated.

The exchange rates used for translating other currencies to USD is derived from the Central Bank of Iceland.

Average exchange rate Year end exchange rate

2011.01.01 - 2010.01.01 -

2011.12.31 2010.12.31 2011.12.31 2010.12.31
BUR cttetnseecssssse s sssssssssssss s ssssssssssssssssssssssssssnness 1.390514 1.326508 1.294434 1.336810
IS ettrreeessssesesesssscs s ssesesssss st ssssss st esssstsensens 0.008616 0.008194 0.008149 0.008692

1.602337 1.544967 1.543721 1.551239

1.010643 0.970659 0.979627 1.001825
DIKK ettt eee 0.186631 0.178122 0.174126 0.179357
NOK ettt saeees 0.178342 0.165575 0.166270 0.171004
SEK vvttreeesnsesesessssesesssssssesssssssessssssesssssssssssssssessssssnsnees 0.153992 0.138990 0.144984 0.149109
CHE ottt eene 1.130092 0.960624 1.064787 1.068318
JPY s 0.012563 0.011411 0.012919 0.012293
CNY (RMB) ..o 0.154771 0.147714 0.158862 0.151725

CCP hf. - Consolidated Financial Statements for the year 2011 All amonnts in USD 11



Notes to the Consolidated Financial Statements

3.10 Borrowing costs

Borrowing costs directly attributable to the acquisition, construction or production of qualifying assets, which are assets that
necessarily take a substantial period of time to get ready for their intended use or sale, are added to the cost of those assets, until
such time as the assets are substantially ready for their intended use or sale.

Investment income earned on the temporary investment of specific borrowings pending their expenditure on qualifying assets is
deducted from the borrowing costs eligible for capitalisation.

All other borrowing costs are recognized in profit or loss in the period in which they are incurred.

3.11 Share-based payments

Equity-settled share-based payments to employees are measured at the estimated current fair value of the equity instrument
determined at each balance sheet date. Details regarding the determination of the fair value of equity-settled share-based
transactions are set out in note 18.

The fair value of the equity-settled share-based payments is expensed on a straight-line basis over the vesting period, based on the
Company’s estimate of equity instruments that will eventually vest. At each balance sheet date, the Company revises its estimate of
the number of equity instruments expected to vest. The impact of the revision of the original estimates, if any, is recognized in
profit or loss over the remaining vesting period, with a corresponding adjustment to the equity-settled employee benefits reserve.

3.12 Taxation

Income tax expense represents the sum of the tax currently payable and deferred tax.

Corporate income tax in Iceland is 20%. In December 2010 the Icelandic Parliament approved an increase in the income tax rate
from 18% to 20% effective as of January 1, 2011. In the USA, CCP North America is subject to both Federal and Georgia State
income taxes (the latter are deductible from Federal taxes, and are also impacted by certain tax credits that the Company has been
able to generate). The Federal statutory rate for income in excess of USD 335,000 but not over USD 10,000,000 is 34% and the
Georgia statutory income tax rate is 6%. Corporate income tax in China is 25%.

3.12.1 Current tax

The tax currently payable is based on taxable profit for the period. Taxable profit differs from net profit as reported in the
statement of comprehensive income because it excludes items of income or expense that are taxable or deductible in other periods
and it further excludes items that are never taxable or deductible. The Company's current tax liability is calculated using the tax
rates for each country.

3.12.2 Deferred tax

Deferred tax is recognized on differences between the carrying amounts of assets and liabilities in the financial statements and the
corresponding tax bases used in the computation of taxable profit, and is accounted for using the balance sheet liability method.
Deferred tax liabilities are generally recognized for all taxable temporary differences, and deferred tax assets are generally
recognized for all deductible temporary differences to the extent that it is probable that taxable profits will be available against
which those deductible temporary differences can be utilised. Such assets and liabilities are not recognized if the temporary
difference arises from goodwill or from the initial recognition (other than in a business combination) of other assets and liabilities
in a transaction that affects neither the taxable profit nor the accounting profit.

Deferred tax liabilities are recognized for taxable temporary differences associated with investments in subsidiaties except where
the Company is able to control the reversal of the temporary difference and it is probable that the temporary difference will not
reverse in the foreseeable future. Deferred tax assets arising from deductible temporary differences associated with such
investments and interests are only recognized to the extent that it is probable that there will be sufficient taxable profits against
which to utilise the benefits of the temporary differences and they ate expected to reverse in the foreseeable future.

The carrying amount of deferred tax assets is reviewed at the end of each balance sheet date and reduced to the extent that it is no
longer probable that sufficient taxable profits will be available to allow all or part of the asset to be recovered.

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply in the period in which the liability is
settled or the asset realised, based on tax rates (and tax laws) that have been enacted or substantively enacted by the balance sheet
date. The measurement of deferred tax liabilities and assets reflects the tax consequences that would follow from the manner in
which the Company expects, at the reporting date, to recover or settle the carrying amount of its assets and liabilities.

Deferred tax assets and liabilities are offset when there is a legally enforceable right to set off current tax assets against current tax
liabilities and when they relate to income taxes levied by the same taxation authority and the Company intends to settle its current
tax assets and liabilities on a net basis.
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3.12 Taxation (continued)
3.12.3 Current and deferred tax for the period

Current and deferred tax are recognized as an expense or income in profit or loss, except when they relate to items credited or
debited directly to equity, in which case the tax is also recognized directly in equity, or where they arise from the initial accounting
for a business combination. In the case of a business combination, the tax effect is taken into account in calculating goodwill or in
determining the excess of the acquiret’s interest in the net fair value of the acquiree’s identifiable assets, liabilities and contingent
liabilities over cost.

3.12.4 Tax Credit

The Company obtains a Georgia film tax credit through its Georgia based subsidiary. This tax credit can be sold to third parties.
The Company has an arrangement with a third party to sell the credit for 83% of the calculated tax credit, and the Company has
recorded income tax revenue at 83% of the estimated tax credit.

3.13 Property, plant and equipment

Property, plant and equipment are stated at cost less accumulated depreciation and any accumulated impairment losses.

Depreciation is recognized so as to write off the cost or valuation of assets less their residual values over their useful lives, using
the straight-line method. The estimated useful lives, residual values and depreciation method are reviewed at each year end, with
the effect of any changes in estimate accounted for on a prospective basis.

Assets held under finance leases are depreciated over their expected useful lives on the same basis as owned assets or, where
shorter, the term of the relevant lease.

The gain or loss arising on the disposal or retirement of property, plant and equipment is determined as the difference between the
sales proceeds and the carrying amount of the asset and is recognized in profit or loss.

3.14 Intangible assets

3.14.1 Intangible assets acquired separately

Intangible assets acquired separately are catried at cost less accumulated amortization and accumulated impairment losses.
Amortization is recognized on a straight-line basis over their estimated useful lives. The estimated useful life and amortization
method are reviewed at the end of each annual reporting period, with the effect of any changes in estimate being accounted for on
a prospective basis.

3.14.2 Internally-generated intangible assets — research and development expenditure

Expenditure on research activities is recognized as an expense in the period in which it is incurred.

An internally-generated intangible asset arising from development (or from the development phase of an internal project) is
capitalized if, and only if; all of the following have been demonstrated:

* the technical feasibility of completing the intangible asset so that it will be available for use or sale;

* the intention to complete the intangible asset and use or sell it;

* the ability to use or sell the intangible asset;

* how the intangible asset will generate probable future economic benefits;

* the availability of adequate technical, financial and other resources to complete the development and to use or sell the intangible
asset; and

* the ability to measure reliably the expenditure attributable to the intangible asset during its development.

The amount initially capitalized for internally-generated intangible assets is the sum of the expenditure incurred from the date when
the intangible asset first meets the recognition criteria listed above. Where no internally-generated intangible asset can be
recognized, development expenditure is charged to profit or loss in the period in which it is incurred.

Subsequent to initial recognition, internally-generated intangible assets are reported at cost less accumulated amortization and
accumulated impairment losses, on the same basis as intangible assets acquired separately.

3.14.3 Intangible assets acquired in a business combination

Intangible assets acquired in a business combination are identified and recognized separately from goodwill where they satisfy the
definition of an intangible asset and their fair values can be measured reliably. The cost of such intangible assets is their fair value at
the acquisition date.
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3.15 Impairment of tangible and intangible assets excluding goodwill

At the end of each balance sheet date, the Company reviews the carrying amounts of its tangible and intangible assets to determine
whether there is any indication that those assets have suffered an impairment loss. If any such indication exists, the recoverable
amount of the asset is estimated in order to determine the extent of the impairment loss (if any). Where it is not possible to
estimate the recoverable amount of an individual asset, the Company estimates the recoverable amount of the cash-generating unit
to which the asset belongs. Where a reasonable and consistent basis of allocation can be identified, corporate assets are also
allocated to individual cash-generating units, or otherwise they are allocated to the smallest group of cash-generating units for
which a reasonable and consistent allocation basis can be identified.

Intangible assets with indefinite useful lives and intangible assets not yet available for use are tested for impairment annually, and
whenever there is an indication that the asset may be impaired.

Recoverable amount is the higher of fair value less costs to sell and value in use. In assessing value in use, the estimated future cash
flows are discounted to their present value using a pre-tax discount rate that reflects current market assessments of the time value
of money and the risks specific to the asset for which the estimates of future cash flows have not been adjusted.

If the recoverable amount of an asset (or cash-generating unit) is estimated to be less than its carrying amount, the carrying amount
of the asset (cash-generating unit) is reduced to its recoverable amount. An impairment loss is recognized immediately in profit or
loss, unless the relevant asset is carried at a revalued amount, in which case the impairment loss is treated as a revaluation decrease.

Where an impairment loss subsequently reverses, the carrying amount of the asset (cash-generating unit) is increased to the revised
estimate of its recoverable amount, but so that the increased catrying amount does not exceed the carrying amount that would
have been determined had no impairment loss been recognized for the asset (cash-generating unit) in prior years. A reversal of an
impairment loss is recognized immediately in profit or loss, unless the relevant asset is carried at a revalued amount, in which case
the reversal of the impairment loss is treated as a revaluation increase.

3.16 Inventories

Inventories are stated at the lower of cost or net realisable value, after taking obsolete and defective goods into consideration. Cost
comprises direct materials and, where applicable, direct labor costs and those overhead expenses that have been incurred in
bringing the inventories to their present location and condition, with the majority being valued on a first-in-first-out basis. Net
realisable value represents the estimated selling price less all estimated costs to completion and costs to be incurred in marketing,
selling and distribution.

3.17 Provisions

Provisions are recognized when the Company has a present obligation (legal or constructive) as a result of a past event, it is
probable that the Company will be required to settle the obligation, and a reliable estimate can be made of the amount of the
obligation.

The amount recognized as a provision is the best estimate of the consideration required to settle the present obligation at the end
of balance sheet date, taking into account the risks and uncertainties surrounding the obligation. Where a provision is measured
using the cash flows estimated to settle the present obligation, its carrying amount is the present value of those cash flows.

When some or all of the economic benefits required to settle a provision are expected to be recovered from a third party, the
receivable is recognized as an asset if it is virtually certain that reimbursement will be received and the amount of the receivable can
be measured reliably.
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3.18 Financial assets

All financial assets are recognized and derecognized on a trade date where the purchase or sale of a financial assets is under a
contract whose terms require delivery of the financial asset within the timeframe established by the market concerned, and are
initially measured at fair value, plus transaction costs except for those financial assets classified at fair value through profit or loss,
which are initially measured at fair value.

Financial assets are classified into the following specified categories: financial assets as ‘at fair value through profit or loss’
(FVTPL), ‘held-to-maturity investments’, ‘available-for-sale’ (AFS) and ‘loans and receivables’. The classification depends on the
nature and purpose of the financial assets and is determined at the time of initial recognition.

3.18.1 Effective interest method
The effective interest method is a method of calculating the amortized cost of a debt instrument and of allocating interest income
over the relevant period. The effective interest rate is the rate that exactly discounts estimated future cash receipts through the

expected life of the debt instrument, or, where appropriate, a shorter period, to the net carrying amount on initial recognition.
Income is recognized on an effective interest basis for debt instruments other than those financial assets classified as at FVTPL.

3.18.2 Financial assets at FVTPL

Financial assets are classified as at FVIPL where the financial asset is either held for trading or it is designated as at FVTPL.

Financial assets at FVTPL are stated at fair value, with any resultant gain or loss recognized in profit or loss. The net gain or loss

recognized in profit or loss incorporates any dividend or interest earned on the financial asset.

3.18.3 Held-to-maturity investments

Bills of exchange and debentures with fixed or determinable payments and fixed maturity dates that the Company has the positive
intent and ability to hold to maturity are classified as held-to-maturity investments. Held-to-maturity investments are recorded at

amortized cost using the effective interest method less impairment, with revenue recognized on an effective yield basis.

3.18.4 AFS financial assets

Listed shares held by the Company that are traded in an active market are classified as being AFS and are stated at fair value. Gains
and losses arising from changes in fair value are recognized in other comprehensive income and accumulated in the investment
revaluation reserve, with the exception of impairment losses, interest calculated using the effective interest method and foreign
exchange gains and losses on monetary assets, which are recognized directly in profit or loss. Where the investment is disposed of
or is determined to be impaired, the cumulative gain or loss previously recognized in the investments revaluation reserve is
included in profit or loss for the period.

Dividends on AFS equity instruments ate recognized in profit or loss when the Company’s right to receive the dividends is
established.

The fair value of AFS monetary assets denominated in a foreign cutrency is determined in that foreign currency and translated at
the spot rate at the end of balance sheet date. The change in fair value attributable to translation differences that results from a
change in amortized cost of the asset is recognized in profit or loss, and other changes are recognized in other comprehensive
income.

3.18.5 Loans and receivables

Trade receivables, loans, and other receivables that have fixed or determinable payments that are not quoted in an active market are
classified as loans and receivables’. Loans and receivables are measured at amortized cost using the effective interest method less
any impairment. Interest income is recognized by applying the effective interest rate, except for short-term receivables where the
recognition of interest would be immaterial.
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3.18 Financial assets (continued)
3.18.6 Impairment of financial assets
Financial assets, other than those at FVIPL, ate assessed for indicators of impairment at end of each balance sheet date. Financial

assets are considered to be impaired where there is objective evidence that, as a result of one or more events that occurred after the
initial recognition of the financial asset, the estimated future cash flows of the investment have been affected.

For financial assets carried at amortized cost, the amount of the impairment is the difference between the asset’s catrying amount
and the present value of estimated future cash flows, discounted at the financial asset’s original effective interest rate.

The carrying amount of the financial asset is reduced by the impairment loss directly for all financial assets with the exception of
trade receivables, where the cartying amount is reduced through the use of an allowance account. When a trade receivable is
considered uncollectible, it is written off against the allowance account. Subsequent recoveries of amounts previously written off
are credited against the allowance account. Changes in the cartying amount of the allowance account are recognized in profit or
loss.

When an AFS financial asset is considered to be impaired, cumulative gains or losses previously recognized in other comprehensive
income are reclassified to profit or loss in the period.

With the exception of AFS equity instruments, if, in a subsequent period, the amount of the impairment loss decreases and the
decrease can be related objectively to an event occurring after the impairment was recognized, the previously recognized
impairment loss is reversed through profit or loss to the extent that the carrying amount of the investment at the date the
impairment is reversed does not exceed what the amortized cost would have been had the impairment not been recognized.

In respect of AFS equity securities, impairment losses previously recognized in profit or loss are not reversed through profit or
loss. Any increase in fair value subsequent to an impairment loss is recognized in other comprehensive income.

3.18.7 Derecognition of financial assets

The Company derecognizes a financial asset only when the contractual rights to the cash flows from the asset expire; or it transfers
the financial asset and substantially all the risks and rewards of ownership of the asset to another entity. If the Company neither
transfers nor retains substantially all the risks and rewards of ownership and continues to control the transferred asset, the
Company recognizes its retained interest in the asset and an associated liability for amounts it may have to pay. If the Company
retains substantially all the risks and rewards of ownership of a transferred financial asset, the Company continues to recognize the
financial asset and also recognizes a collateralised borrowing for the proceeds received.

3.19 Financial liabilities

3.19.1 Financial liabilities

Financial liabilities are classified as either financial liabilities at FVIPL or other financial liabilities:

* financial liabilities are classified as at FVIPL where the financial liability is either held for trading or it is designated as at FVIPL;
* financial liabilities at FVTPL are stated at fair value, with any resultant gain or loss recognized in profit or loss;

* the net gain or loss recognized in profit or loss incorporates any interest paid on the financial liability.

3.19.2 Other financial liabilities
Other financial liabilities, including borrowings, are initially measured at fair value, net of transaction costs.

Other financial liabilities are subsequently measured at amortized cost using the effective interest method, with interest expense
recognized on an effective yield basis.
The effective interest method is a method of calculating the amortized cost of a financial liability and of allocating interest expense

over the relevant period. The effective interest rate is the rate that exactly discounts estimated future cash payments through the
expected life of the financial liability, or, where appropriate, a shorter period to the net carrying amount on initial recognition.

3.19.3 Derecognition of financial liabilities

The Company derecognizes financial liabilities when, and only when, the Company’s obligations are discharged, cancelled or they
expire.
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4. Critical accounting judgements and key sources of estimation uncertainty

In the application of the Company’s accounting policies, which are described in note 3, management is required to make
judgements, estimates and assumptions about the carrying amounts of assets and liabilities that are not readily apparent from other
sources. The estimates and associated assumptions are based on historical experience and other factors that are considered to be
relevant. Actual results may differ from these estimates.

4.1 Impairment of internally generated intangible assets and goodwill

Determining whether intangible assets are impaired requires an estimation of the value in use of the cash-generating units to which
they have been allocated. The value in use calculation requires the entity to estimate the future cash flows expected to arise from
the cash-generating unit and a suitable discount rate in order to calculate present value. See notes 11 and 12.

5. Segments

The Company’s operation as a whole is one operating segment whose operating results ate regularly reviewed by the Company’s
chief operating decision maker to make the decision about resources to be allocated to the operation and its performance. Because
of this the information about profit or loss, assets and liabilities of that operating segment is the same as reported as a whole in this
Consolidated Financial Statements.

The following is an analysis of the Company's revenues from its major services and products.

2011 2010
SUDSCIIPHON FEES....eurvuiiuiiiiiieiiiiiiiii st st saes 62,466,345 56,683,536
Revenue from the sale of G0OAS. ... 2,097,092 1,739,731
ROVAILY £EES w.uvveiierieniiiiiiciii it 700,714 760,398

65,264,151 59,183,665

5.1 Geographical information

The Company operates in three principal geographical areas - Northern America, Europe (includes Iceland, the Company’s country
of domicile) and Asia.

The Company's revenue from external customers and information about its non-current assets* by geogtraphical location are
detailed below.

The “Rest of the World” category comprises South and Central America, the Caribbean, Africa, Australia and Oceania i.e. the
southern hemisphere.

External Sales Non-current assets
2011 2010 31.12.2011 31.12.2010
Nofthernl AMELICA. cuveeeeereeirieeeeirieeesetreeseeseeeseeeeeerean 27,589,687 26,270,716 4,517,982 1,107,489
BULOPC.. et saaces 32,920,568 28,080,044 79,208,573 62,778,997
ATttt 1,311,632 1,539,323 1,352,186 0
Rest Of WOtld. .o 3,442,264 3,293,582 0 0
65,264,151 59,183,665 85,078,741 63,886,486

*Non-current assets excluding financial instruments and deferred tax assets.

5.2 Information about major customers

The Company has no transactions with a single external customer that amount to 10 per cent or more of Company's revenues.
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6. Cost of sales

2011 2010
ELVE ONBNE ..ottt sttt se s se s s s s s s s s ssss st ensssensessnsensessnes 4,806,164 4215714
Physical Products and eCommerce 799,266 1,858,020
5,605,430 6,073,734

Included in Physical Products and eCommerce stores is a write down of inventoty to net tealizable value of 12,571 (2010: 459,012).
See note 14.

7. Salaries and other employee expenses

Salaries and salary-related expenses paid by the Company are specified as follows:

2011 2010
SALALIES vovuetieecieire ettt e et 37,138,909 30,490,287
Capitalized SAIALIES ... (21,578,861) (16,885,477)
PEOSION FUN.11t11111rvrviivirreeneresssssssssisssssssssse s 2,467,514 1,477,818
Salary-related expenses ... 4,465,727 4,026,677
Other employee expenses 1,149,413 2,195,774

23,642,701 21,305,079
Average NUMDEL OF POSILIONS «.uuuvvuureriienerireciiiieriierieeissesiseesse e sisessssesesessses e ssseesssesssesesssessenes 595 558

The salaries, remuneration and benefits for the year 2011 for the Company's CEO and board amounted to 630,000 (2010:
564,910).

Capitalized salaries are due to capitalized development cost. See note 12.

Salaries and salary-related expenses classified by operational category are specified as follows:

2011 2010
COSE OF SALES ittt ettt ettt et et e et s e et st et e et eesessesseetentessesatasesatentessesseasesetetesesesseenesntensensessesneenee 2,309 855
Research and develOPmENL ... 27,063,745 21,337,964
Capitalized deVEIOPMENT ... es (21,578,861) (16,885,477)
PUDBSRINE rrrrrs1vvvvvieveeneeeee s sssssssssssssssee s 8,000,130 6,254,523
IMATKEHNG 11vvvvvvvvveveeeeeeesesssssssssssssssssssse s ssssssssssss s 2,767,634 2,569,039
General and administrative 7,387,744 8,028,175
23,642,701 21,305,079
8. Financial income / (cost)
Financial income and (cost) are specified as follows:
2011 2010
Financial income:
Other INTETEST INCOME. .cvivivireieierereieieieteistt ettt ss sttt s esesesesesesesesesesessssssesesesesesesesesas 40,124 89,176
40,124 89,176
Financial cost:
TOEELEST ON LOANS w.veiiriiieicieicici ettt eee (1,306,617) (1,344,520)
(1,306,617) (1,344,520)
Net exchange rate differenCe ... seees (75,015) (1,499,015)
Net financial INCOME / (COSL) wuurumrmmmmiumeirerirerieeieriserssetseesssasseasesssesssessesisesesesse i st ssesssessssssssessesssens (1,341,508) (2,754,359)
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9. Income tax

10.

Income tax has been calculated and recorded in the Consolidated Financial Statements. The amount posted to the Statement of
Comprehensive Income is USD 2,261,696. In the year 2012, no income tax will be paid as taxable income is negative in 2011.

The total charge for the year can be reconciled to the accounting profit as follows:

Profit before taX .oooecceeieiereeeeeeeee e

Tax at the rate of 20%0/18%0 cevveueueueeeeeeeeeeeeeeenens
Effect of different tax rates of other jurisdictions .....

Effect of change in tax £ate .......cocveveervvirecreiercinrinns

Effect of previously unused tax losses and
tax offsets now recognized as deferred assets ......
Effect of tax credit ...oovrvcerericinincicrene e

Tax effect of other items .....occeveveeeeeeeeeeeee e

Property, plant and equipment

2011

Cost

At beginning of Year......ovicnicieiniinsces
Additions
Disposals

Fully depreciated assets........iieneumceecenenneeneceenens
Currency exchange differences........coocvevvinciverninnnne.

At end Of YEAL ettt neeseeeeees

Accumulated depreciation

At beginning of Year......ovcieieinieicieis
Charge for the year.......coiicivinncccs
DiSPOSalS....uivieiriiiiiii s
Fully depreciated assets........oeecuceeeenenssereieenens
Currency exchange differences........coocvevvincivirninnnn.

At end Of YEAL et neeeeeeees

Carrying amount
Book value at beginning of year.........ccovcvrvcvvciiicinns

Book value at end of Yeat.....veeereeerenrenernenenreneanes

The following useful lives are used in the calculation of depreciation:

Leashehold improvements ~ 3-12 years
Computers and equipment  3-4 years
Other tangible assets 4-5 years
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2011 2010
Amount % Amount %
6,482,799 3,737,015
(1,296,560) 20% (672,663) 18%
550,906 -8% (29,182) 1%
(286,620) 4% (705,661) 19%
(2,079) 0% 0 0%
2,549,929 -39% 3,039,377 -81%
674,096 -10% 45,871 -1%
2,189,672 -33.8% 1,677,743 -44.9%
Leasehold Computers and Other tangible
improvements equipment assets Total

948,516 7,503,476 1,018,825 9,470,817

1,576,834 1,869,208 716,193 4,162,235
(4,430) (410,1606) (87,491) (502,087)

0 (452,268) (175,008) (627,276)

(1,702) (8,703) 35,549 25,144

2,519,218 8,501,547 1,508,068 12,528,833

336,466 4,114,374 632,579 5,083,419

179,563 2,086,673 444,149 2,710,385

0 (13,668) (39,297) (52,965)

0 (452,268) (175,008) (627,276)

(190) (9,365) (1,639) (11,194)

515,839 5,725,746 860,784 7,102,369

612,050 3,389,102 386,246 4,387,399

2,003,379 2,775,801 647,284 5,426,464
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10. Property, plant and equipment (continued)

Depreciation classified by operational category is specified as follows:

2011
COSE OF SALES.cuvirireieeeee ettt et et e et e e teesestee st e teetesseasesatentessasseasesetantessesseasesstentensesensessesetentensensesssesesasentensesseasesetensensessesnesaee 0
Research and deVEIOPMICHE ...t e 174,581
Publishing ... 551,735
MATKEHIZ ooviviiviiviiciii st 18,779
GENETal ANA AAMINISTIATIVE wuviveieieeeeeeteeeeeeeee et eeteete st oot eeteseeeeeetestessesseesesetensessessesneentessessessententessessesseensensensesseesesasensessessesses 1,965,290
2,710,385
2010 Leasehold Computers and Other tangible
improvements equipment assets Total
Cost
At beginning of Year........c.ocviinrinineineiecreiseeienens 507,889 7,599,256 670,957 8,778,102
AdIHONS.....veeicicice e 440,627 2,133,311 374,399 2,948,337
Fully depreciated asSets ........coovvuerueiecirnceeieeineciennnns 0 (2,100,434) (30,444) (2,130,878)
Currency exchange differences........oeveueieicinininninnns 0 (128,657) 3913 (124,744)
At end of year 948,516 7,503,476 1,018,825 9,470,817
Accumulated depreciation
At begiNNINg Of Year ... 229,154 4,639,696 411,206 5,280,056
Charge for the year.......coweeivcincrnireceesieiens 107,312 1,624,616 251,599 1,983,527
Fully depreciated asSets ........coouvviereeierirnceeieeiieenenenns 0 (2,100,434) (30,444) (2,130,878)
Net foreign currency exchange differences................. 0 (49,504) 218 (49,286)
At end Of Year...icce s 336,466 4,114,374 632,579 5,083,418
Carrying amount
Book value at beginning of year........ccoveviverneicucinnns 278,735 2,959,560 259,751 3,498,046
Book value at end of year......ccocvueiviviviniininiinencnnns 612,050 3,389,102 386,246 4,387,399
The following useful lives are used in the calculation of depreciation:
Leashehold improvements ~ 3-12 years
Computers and equipment  3-4 years
Other tangible assets 4-5 years
Depreciation classified by operational category is specified as follows:
2010
COST OF SALES....viviveteieretereteteteteistetst ettt et ese b e b e b e s e s e s s s ss s s s s s s s s asaba s e s s s e s s et et ass s s s s seseseesste s et ebesesesesebesessesssssssssssasasasananas 158,476
Research and deVEIOPIMENL ... s 200,329
PUDBUSNING ...ooveiieiiiriiict st ar AR 131,499
MATKELIZ «oovvvivriiiiiiii ettt 17,512
Genetral ANd AdMINISTIATIVE ..voveviveveieieieieieiiieeecee et ettt eseseseseseses s s s s sssssssasasssasses s s sssssasasssasassssssssesesesesesesesesases 1,475,711
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11.

12.

Goodwill

2011 2010
Carrying amount at beginning Of YT ..o s sses 4,252,956 4,252,956
Carrying amount at end Of YEAL. ..o sases 4,252,956 4,252,956

During the financial year, the Company assessed the recoverable amount of goodwill and determined that goodwill associated with
certain of the Company’s projects have not suffered an impairment loss.

The recoverable amount of the cash-generating unit is determined based on a value in use calculation which uses cash flow
projections based on medium term budgets. The discount rate of 23% (2010: 22%) per annum was used.

11.1 Allocation of goodwill to cash-generating units

2011 2010
COP REl e s 4,252,956 4,252,956
4,252,956 4,252,956
Other intangible assets
2011
Capitalized
development Trademarks Total
Cost
At beginning Of YEal. ..o e 69,993,916 543,658 70,537,574
Additions.........ccuu.. 27,798,365 0 27,798,365
AL €N Of YEAL it 97,792,281 543,658 98,335,939
Amortization
At begiNNINg Of YEaAL ..o 15,378,480 0 15,378,480
Charge for the YEar ... s 7,645,175 0 7,645,175
At end Of Year 20T Tt ssessenesesssssesseesaees 23,023,655 0 23,023,655
Carrying amount
At beginning of period 54,615,436 543,658 55,159,094
At end Of PELiOd ..ot 74,768,626 543,658 75,312,284

During the financial year, the Company assessed the recoverable amount of development cost and trademark and determined that
those assets associated with Company’s projects have not suffered an impairment loss.

The recoverable amount of the cash-generating units (the projects in development) is determined based on a value in use
calculation which uses cash flow projections for each project approved by the directors. The discount rate of 16.32%-23.08%
(2010: 15.77 - 21.97%) per annum was used.

Amortization of capitalized development cost in 2011 is almost exclusively due to EVE Online.
The following useful lives are used in the calculation of amortization:

Development cost 4 years

Amortization and impairment classified by operational category are specified as follows:

2011
COST OF SALES ettt ettt ettt et et ettt es et estss et ese st estese st estasestssessenssaesestesensos et ensssessestasestesensentssessenesaensenessentenens 0
Research and deVEIOPIMENL ...t 7,645,175
Publishing 0
Marketing 0
General ANd AdMINISTIATIVE ..ovviuivvivveeieeeieeieeeieeeet et et et esesteessestesessestssessesessestesessestesessestssessatesessostosensossssessesessonsasessosessonsosenss 0
7,645,175
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12. Other intangible assets (continued)

2010
Capitalized
development Trademarks Total
Cost
At DEGINNING OF YEAL.11111vvvvvvervrrrrreeessssssssissssssesssssssssssssssssssssssssssssessesssssssnns 46,490,482 543,658 47,034,140
AQIHONS 1111 sssssss s 23,503,434 0 23,503,434
AL €N OF YEATvvvvrrrrrrerrsisiiisesesssssesss s ssssssssssssssss s sssssssssssssssssse s 69,993,916 543,658 70,537,574
Amotrtization
At begiNNING Of YEAL.....iuviiiiiiiiiiiiiee s saes 8,918,605 8,918,605
Chatge fOr the YEar ... aees 6,459,875 6,459,875
AL N OF YEATvvvvvrrrrrreserssisiieeeesssseesse s ssssssssssssssss s sssssssssssssssssse s 15,378,480 15,378,480
Carrying amount
At DEGINNING OF YEAL.11111vvvvvvevvrrrrreessssssssssssssssesssssssssssssssssssssssssssssessss s 37,571,877 543,658 38,115,535
AL €N OF YEATvvvvrrrrrreessrsiiisiseeessssse s sssssssssssssss s sssssssssssssssssse s 54,615,436 543,658 55,159,094
Amortization of capitalized development cost in 2010 is almost exclusively due to EVE Online.
Amortization and impairment classified by operational category ate specified as follows:
2010

COSE OF SALES ittt et et et et e e teea e st et s testessessesatentensesseasesetantessenseasessteneensesensensesetentensensessseseensentensesseasesasensensensesnesnes 0
Research and deVEIOPMICHE ...t s 6,459,875
PUDISIINE .ottt st Rt 0
Marketing .... 0
GENETAl ANA AAMUINISTIATIVE ©vvevireieeeeteeeeeeeeeeee et eeteete et et eeteseeeeeeteetessesseesesntessessessesstentessessessentestensessesseensentensesseesesssensessessesses 0

6,459,875

13. Consolidation
Proportion of
ownership Principal activity
Name of subsidiaties
CCP North Ametica INC. eoveeevveeeeeeeieeeeeeeeeeeeeeeeeeeeene 100% Intellectual property creation
CCP Games UK Ltd. oo 100% Virtual world / Intellectual property creation
CCP ASIA Lt 100% Holding
CCP Information Technology CO. Ltd.. 100% Intellectual property creation

CCP GI Bttt 100% Holding
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14. Inventories

15.

2011.12.31 2010.12.31
PrepubliCation COSES ...t sa e 8,103 22,900
Finished GOOMS ... s 340,694 1,121,235
SUPPHES I STOCK w.vriveiiiiiiieiiiicrcicic s san e 11,776 5,546
Less reserve for obsolescence (199,417) (690,194)
161,156 459,487

The Company's inventory is not pledged.
The cost of inventories recognized as an expense during the year was 820,102 (2010: 1.4 million).

The cost of inventories recognized as an expense includes 12 thousand (YTD 2010: 459 thousand) in respect of write-downs of
inventory to net realisable value.

All inventories are expected to be recovered in the next twelve months.

Trade and other receivables

15.1 Trade receivables 2011.12.31 2010.12.31
THAAE TECEIVADIES ...eeeieieeeeececicecctctete ettt sttt ae bbb b st b e b ebebesessesnenes 609,571 626,405
Credit card receivables 1,628,948 1,635,561
Allowances for dOUDIUL ACCOUNLS....c.cvcueueieriieieieieieireeeieineeteie ettt esesseasese e eeesseeseeseene (97,243) (141,681)
2,141,276 2,120,285

Trade receivables disclosed above are classified as loans and receivables and are therefore measured at amortized cost.

The average credit petiod on sales of goods is 12 (2010:19) days. An allowance has been made for doubtful accounts. This
allowance has been determined by management in reference to prior default experience. The directors consider that the carrying
amount of trade receivables approximates their fair value.

Trade receivables disclosed above include amounts (see below for aged analysis) which are past due at the end of the reporting

period but against which the Company has not recognized an allowance for doubtful receivables because there has not been a
significant change in credit quality and the amounts.

Aging of trade receivables

2011.12.31 2010.12.31
0= 90 QAYS.rrrrvvrrvvsrssssssssssss s sssss s s 1,910,906 1,996,485
Older than 90 days.......cericviieii s 230,370 123,800

2,141,276 2,120,285

Movement in the allowance for doubtful debts:

2011.12.31 2010.12.31
Balance at begiNNing Of YEAL ..o sassaes 141,681 362,450
Amounts written off as uncollectable (44,438) (220,769)
Balance at end Of AL ...t st 97,243 141,681

In determining the recoverability of trade receivables, the Company considers any change in the credit quality of the trade
receivable from the date credit was initially granted up to the reporting date. The concentration of credit risk is limited due to the
customer base being large and unrelated. Accordingly, the directors believe that there is no further credit provision required in
excess of the allowance for doubtful debts.
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16.

17.

15.2 Other receivables

Value added tax
Prepaid EXPENSES. ..o

Capital income tax

Deposit

Income tax receivable

Other receivables

Cash and cash equivalents

The Company’s cash and cash equivalents consist of cash and bank balances.

Bank balances in USD
Bank balances in EUR,
Bank balances in GBP

Bank balances in other currencies

Equity

17.1 Issued capital

Issued capital is specified as follows:

Share capital

Share premium

2011.12.31 2010.12.31
203,143 212,534
1,180,563 725,408
6,525 14,473
811,405 824,818
3,425,619 3,103,232
503,251 919,646
6,130,506 5,800,111

2011.12.31 2010.12.31
2,569,457 8,747,070
715,712 601,979
151,626 1,355,024
226,786 519,598
3,663,581 11,223,672

2011.12.31 2010.12.31
123,554 123,526
20,342,830 20,178,172
20,466,384 20,301,698

Shares issued and outstanding at year-end totalled 9,297,938 (2010: 9,272,938). The nominal value of each share is one Icelandic

krona, totaling 123,554 of nominal capital.
Issued capital comprises:

9,297,938 fully paid ordinary shares
(December 31, 2011 and January 1, 2011: 9,297,938)
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17. Equity (continued)

Changes in share capital are as follows: Total numbers Share Share Issued

of shares* capital premium capital
Balance at January 1, 2010.......cccvevincincinicincinceens 9,247,958 123315 20,027,263 20,150,578
Increase in share capital........ccovvcvcicciciciniciin, 24,980 211 150,909 151,120
Share capital as of January 1, 201 1o 9,272,938 123,526 20,178,173 20,301,698
Increase in share capital........covviviiccicicininciinn. 25,000 28 164,658 164,686
Balance at December 31, 201 1...c.ovoveveevevvrrrrreeereene 9,297,938 123,554 20,342,830 20,466,384

*Each share is one ISK

17.2 Foreign currency translation reserve 2011.12.31 2010.12.31

Balance at beginning Of JEaL. ... 524,007 456,501
Arising on translation of foreign OPErationS........viiieiriiiiriicii s sassies 144,791 67,506
Balance at end Of AL ...ttt ettt 668,798 524,007

Exchange differences relating to the translation of the net assets of the Company’s foreign operations from their functional
currencies to the Company’s presentation currency (i.e USD) are recognized directly in other comprehensive income and
accumulated in the foreign currency translation reserve. Exchange differences previously accumulated in the foreign currency
translation reserve are reclassified to profit or loss on the disposal or partial disposal of the foreign operation.

17.3 Equity-settled employee benefits reserve 2011.12.31 2010.12.31

Balance at beginning Of JEaL........ccvviiiiiiiiiici e es 3,664,845 3,460,349
Expensed during year. 759,355 204,496
Balance at end Of YEaT.....c.cciiiiccc e 4,424.200 3,664,845

The equity-settled employee benefits reserve relates to share options granted to employees under the employee share option plan.
Further information about share-based payments to employees is set out in note 18.

17.4 Retained earnings 2011.12.31 2010.12.31

Balance at beginning Of YEAL. ... sasaes 25,279,879 19,865,121
Profit fOr the JEaL...oviiiiiiiiicii et 8,672,471 5,414,758
Balance at end Of YEar. ... s 33,952,349 25,279,879
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18. Share-based payments

18.1 Employee share option plan

The Company has an ownership-based compensation scheme for its employees. In accordance with the provisions of the plan, as
approved by shareholders at a previous annual general meeting, employees may be granted options to purchase ordinary shares at a
specific exercise price, usually being the current estimated spot price. The number of shares that an employee is entitled to buy
under the option agreement can vary between employees. The number is based on the employee's status and responsibility within
the Company.

No amounts are paid or payable by the recipient on receipt of the option. The options carry neither rights to dividends nor voting
rights. The options are both granted in ISK and USD. Therefore the Company’s obligations under the share option plan in ISK
are translated into USD at each balance sheet date. Options may be exercised at any time from the date of vesting to the date of
their expity.

The options are split into 5 portions, each for 20% of the total number of shares under the option agreement. The first portion
vests one year after signature and the last portion vests five years after signature. The options granted expire within twelve months
of the last portion's vesting date, or within 90 days of the resignation of the employee, whichever is the eatlier.

The following shate-based payment arrangements were in existence during the current and comparative reporting periods:

Cumulative
Options series Number Grant date Expire date Exercise price provision

(1) Issued in the year 2006*.... 30,000 2006-12-1- 2012 ISK 90 517,941
(2) Issued in the year 2006.... 253,006 Various 2012 ISK 90 2,765,066
(3) Issued in the year 2006*.... 1,200 Various 2012 ISK 1400 7,875
(4) Issued in the year 2007*.... 2,400 Various 2013 ISK 800 27,514
(5) Issued in the year 2007*.... 54,073 Various 2013 ISK 1200 443,189
(6) Issued in the year 2007*.... 25,780 Various 2013 ISK 1400 169,181
(7) Issued in the year 2007*.... 800 Various 2013 USD 20 0
(8) Issued in the year 2008*.... 2,400 Various 2014 ISK 800 27,514
(9) Issued in the year 2008*.... 54,077 Various 2014 ISK 1200 443217
(10) Issued in the year 2008*.. 1,800 Various 2014 ISK 1400 11,812
(11) Issued in the year 2008*.. 83,647 Various 2014 USD 20 0
(12) Issued in the year 2009*.. 950 Various 2015 ISK 800 10,891
(13) Issued in the year 2009*.. 170,737 Various 2015 USD 20 0
(14) Tssued in the year 2010*.. 341,350 Vatious 2016 USD 20 0
(15) Issued in the year 2011*.. 101,700 Various 2017 USD 20 0

4,424,200

(*) During the years 2006, 2007, 2008, 2009, 2010 and 2011 the Company granted options to employees on vatious dates.
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18. Share-based payments (continued)

19.

The Company's shares are not traded on an active market. The necessary market related data inputs to estimate fair value at grant
date therefore do not exist. The Company acknowledges that the granted options are a cost to the Company and therefore an
alternative method is applied to derive the cost. At each balance sheet date the Company calculates the outstanding cumulative
provision. This method is in line with the accounting for cash-settled share options. Since the options will be settled in shares but
not cash the Company transfers the change in cumulative provision debit through comprehensive income and credit through share

options reserve in equity.

Balance at beginning of the year........ccoocuvrivinvienriance

Granted during the year.......ciinceincieinns
Forfeited during the financial year........cocovvvvirvincunncs

Exercised during the financial year........cc.cocuvevvriercunees

Balance at end of the year.................
Exercisable at end of the year......oovvevcrneecrvcecrennnns

(*)Weighted average exercise price in USD dollars.

Non-current liabilities

Secured - at amortized cost

Loans from bank institutions (i)..

Financial lease liabilities (if)........ccceeeurerrecunereercrrccinenne.
Other Habilities.......civieriierieiricireieiieeiescieceeieens

Balance at end of year......cvncnccrcrveneninerereeenne

19.1 Summary of borrowing arrangements

2011 2010
Weighted Weighted
Number average Number average
of options exercise price* of options exercise price®
1,210,600 17.1 918,400 14.9
101,700 20.0 349,724 20.0
(192,998) 0 (78,969) 0
4,617 11.4 21,445 5.8
1,123,919 20.21 1,210,600 17.08
600,893 11.59 561,188 12.25
Current Non-current

2011.12.31 2010.12.31 2011.12.31 2010.12.31
450,000 11,761,631 11,001,796 0
641,948 248,176 495,814 320,959
97,137 63,986 695,166 117,270
1,189,085 12,073,793 12,192,776 438,229

@) Secured with a pledge of collateral in certain bank accounts and a secured lien on the receivables from the Company’s
principal billing partner. The loan is in the original principal amount of ISK 1.35 billion with interest payments only until maturity.
The Company entered into an agreement with Silicon Valley Bank on a long-term financing in the amount of $20 million, thereof
$8 million as revolving credit facility. The $12 million term loan was funded on August 24th, 2011 and half of that amount is
currently held in the Company's account with Silicon Valley Bank. In accordance with IAS 32 the $6 million cash is offset against
the remaining 700 million ISK obligation. The terms of such bank loan provide that the Company will not secure its property with

respect to additional financial debt, other than permitted exceptions outlined in the agreement, interest only payments through
August of 2012 and interest and principal payment thereafter with a maturity date on July 1, 2016. Subsequent to December 31,

2011 the remaining ISK obligation was paid in full.

(i) Secured by the assets leased. The borrowings are a mix of contracts with repayment periods not exceeding 5 years.

Installments of non-current liabilities are specified as follows:

InStallments 2013 / 2012 .ottt ss sttt s sess st sssnsas
TAStAIIMENS 2014 / 2003 et e et e ve e tetetetet ettt s et e e e e e aeaenesenenesesesesaeseneaenenenens
TNStAlMENES 2015 / 2014 ettt es s ae s e s esasteaeeeaenenns
TAStAIIMENES 2016 / 2015 oottt e te et tetetet st s s see e eeeaeaeneaeseseseneneaesesaesenesenenenens

TOSTAIIMENES JALEL .ovivieiietetiieietcecete ettt et ettt as et se s st etese s s besstebesasssebesanssnesens
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2011.12.31 2010.12.31
835,197 221,068
2,115,042 185,167
3,130,276 0
3,555,224 0
2,557,038 31,994
12,192,776 438,229
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20. Deferred tax assets (liability)

2011.12.31 2010.12.31
Balance at beginning of PEriod ... (7,848,641) (6,3806,745)
Income tax payable for the petiod 83,724 0
Calculated tax fOr the YEAL ...ttt sees st esensssssesssessessaenne 2,189,672 1,677,743
BLECE O TAX CLEAIE ovrruirrrereriiiriireieieiere e sietseteese e s nee s s seast e et ses e ssenenes (3,409,573) (3,039,377)
EXchange diffefeNnee ... (240,9306) (174,920)
Permanent IffErENCES .t sseetesestese st see s ssessssssesstases e ssssessensnes (159,360) 74,658
Balance at end Of PEriod ... (9,385,114) (7,848,041)
The following are the major deferred tax liabilities and assets recognized:
Asset Liabilities Net

2011
Property, plant and eqUIPMENL ... 146,753 (8,188) 138,565
INANGIDIE ASSELS weuvuverierirciciici e 4,769 (15,433,156) (15,428,387)
THade 1ECEIVADIES ..vviviveveveveteecteecee ettt st aenes 19,449 0 19,449
TOVENLOLIES ottt ettt s st tans 75,252 0 75,252
Tax loss carry forward 5,632,583 (225,000) 5,407,583
EAfeCt Of taX CLEAIE wevuvrerereerieieeireiiereieiceereeienieeseesesseae e nessenesesenesssssesesscenes 1,378,426 (1,299,495) 78,931
OhEL TEEMS wevvrrvrrvreerereieeereriereeieiseitesese e reeseetsesssase s ssesserasesseiesnne 324,543 (1,049) 323,494
Total tax asset/ (HADIHES).....eweuevemrereeererirermrererireriserseciseesseesesesesssessesssesesessenns 7,581,775 (16,966,888) (9,385,113)
Tax asset and liabilities OffSEtting. ..o s (7,142,150) 7,142,150 0

439,625 (9,824,738) (9,385,113)

Asset Liabilities Net
2010
Property, plant and eqUIPMENT ..o 18,284 (136,368) (118,084)
INtAnGIbIE ASSELS wouuvuuieuieiiiiiiiicic s 0 (11,402,518) (11,402,518)
Trade 1ECEIVADIES ....cviviveieverereieieieieee sttt aeaes 53,172 0 53,172
TVENLOTIES tveviviiereriiiieiereiiteteteesieteresetete et s sesessesebe et esesesasessesesassssesasansesesens 260,451 0 260,451
Tax loss carry forward 3,499,356 0 3,499,356
TAX CLEAIL weuvriiiiiii et 0 (394,690) (394,690)
OhEr IEEIMIS vucvrveeeireerereieieeetseeeeetseie e tsese e tsesesetsese et stas s aesesaasesesacasesenaes 254,554 (882) 253,672
Total tax asset/ (HADIHES)....ovurecrererumeerererirerirerireerieeiseerererisecreesisecsiseessecseenss 4,085,817 (11,934,458) (7,848,641)
Tax asset and liabilities OffSEtHNG. ..o (4,085,817) 4,085,817 0
0 (7,848,641) (7,848,041)
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21.

22.

23.

24.

Other non-current liabilities

TAVEALOLY CLEAIL cvuvruvrrerereiireriirereeseriereeeertstesease e ns e essessesse s e ssessessessesessss e ssesassensessnsen

2011.12.31 2010.12.31
0 86,837
0 86,837

Relates to inventory programs with certain distributors of U.S. physical product. If and when these relationships are terminated,

this liability is expected to be extinguished by the transfer to such distributor(s) of ownership of an amount of inventory to be

determined under the existing inventory program agreements.

Other current liabilities

Value added tax and customs payable ...
FOIWArd CONLIACES ..vurvuimiiiniriiititcicic st s s ar s es
Salaries and related expenses Payable ...
ACCIUC TNLELEST wovveriviieiiviiiciric bbb s ss s saen

AcCCrued VACAHOMN PAY .oucvveieeirriiiriiiiisi s s s a bbb

Other liabilities

Deferred income

Deferred income relating to unrecognized subscriptions fees

Balance at beginning of year

Changes dufing the FEAL ... ss s ss s e

Commitments

2011.12.31 2010.12.31
1,959,457 2,702,332
333,290 355,444
1,644,932 1,363,152
145,668 184,756
2,000,374 1,735,873
49,943 53,127
6,133,665 6,394,684
2011.12.31 2010.12.31
3,587,330 3,372,026
564,981 215,304
4,152,311 3,587,330

The Company has a rent contract for its office real estate in USA, UK, China and Iceland under noncancelable leases expiting in

September 2013, July 2015, October 2015 and July 2022.
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25. Financial instruments
25.1 Capital management

The Company manages its capital to ensure that entities in the Company will be able to continue as a going concern while
maximizing the return to stakeholders through the optimization of the debt and equity balance. The Company’s overall strategy
remains unchanged.

The capital structure of the Company consists of debt, which includes the borrowings disclosed in note 19, cash and cash
equivalents disclosed in note 16 and equity of the Company, comprising issued capital, retained earnings as detailed in note 17.

25.2 Categories of financial instruments
2011.12.31 2010.12.31

Financial assets
Loans and receivables (including cash and cash equivalents)..........cocucuveuveieivinieinininininennnnnes 10,754,800 18,418,660

25.3 Financial risk management objectives

The Company’s management monitors and manages the financial risks relating to the operations of the Company through internal
risk reports which analyze exposures by degree and magnitude of risks. These risks include market risk (including currency risk,
interest rate risk and price risk), credit risk and liquidity risk.

The Company seeks to minimize the effects of these risks for example by using derivative financial instruments to hedge these risk
exposures. The Company does not enter into or trade financial instruments, including derivative financial instruments, for
speculative purposes.

25.4 Market risk

The Company’s activities expose it primarily to the financial risks of changes in foreign currency exchange rates (see 25.5 below)
and interest rates (see 25.6 below). The Company enters into a variety of derivative financial instruments to manage its exposure to
interest rate and foreign currency risk.

There has been no change to the manner in which the Company manages and measures the risk.
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25. Financial instruments (continued)
25.5 Foreign currency risk management

The Company is mainly exposed to two currencies, ISK and EUR. The carrying amount of the Company’s ISK/EUR
denominated monetary assets and monetary liabilities at the reporting date is as follows:

Currency net exposure

2011 2010
) T (1,689,594) (12,971,127)
101 3 (4,892,214) (1,795,665)

25.6 Foreign currency sensitivity

The table below shows what effects a 10% increase of the relevant foreign currency rate against the USD would have on P/L and
equity. The foreign currency assets and liabilities in the sensitivity analysis are mainly foreign currency borrowings and foreign
currency bank balances. The analysis is prepared assuming the amount outstanding at the balance sheet date was outstanding for
the whole year. The analysis assumes that all other variables, excluding the relevant foreign currency rate, are held constant. The
sensitivity analysis does not take into account tax effects. A positive number below indicates an inctrease in profit and other equity.
A decrease of the relevant foreign currency rate against the USD would have an opposite impact on P/L and equity.

ISK Impact EUR Impact

2011 2010 2011 2010

P/L a0d €QUILY..ooooseeseeseeeseesee oo (168,959) (1,297,113) (489,221) (179,567)

25.7 Interest rate risk management

In the analysis below the effects of a 50 and 100 basis points decrease on P/L and equity are demonstrated. This sensitivity analysis
below have been determined based on the exposure to interest rates at the balance sheet date. The analysis is prepared assuming
the amount outstanding at the balance sheet date was outstanding for the whole year. The analysis assumes that all other variables,
than basis points, are held constant. The sensitivity analysis does not account for tax effects. A positive number below indicates an
increase in profit and other equity. An increase in basis points would have an opposite impact on income statement and equity.

2011 2010
50 bps 100 bps 50 bps 100 bps

Effects on P/L and equity .....ccooceeeceerccenecenccereceneniecens 62,948 125,896 61,586 123,172

25.8 Credit risk management

Credit risk refers to the risk that a counterparty will default on its contractual obligations resulting in financial loss to the Company.
The Company has adopted a policy of only dealing with creditworthy counterparties and obtaining sufficient collateral, where
appropriate, as a means of mitigating the risk of financial loss from defaults.

The credit risk on liquid funds is limited because the counterparties are banks with high credit-ratings assigned by international
credit-rating agencies. Trade receivables mainly consist of receivables from credit card companies and therefore the credit risk is
limited to the credit card company but not to the customer.
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25. Financial instruments (continued)
25.8 Credit risk management (continued)

The following table represents the Company’s maximum exposure to credit risk without taking account of the value of any
collateral obtained:

Maximum credit risk

2011 2010
ACCOUNES TECEIVADLES. cc..vvuiaiiiieciieicie ettt sttt ettt eesebenaeaen 2,141,276 2,120,285
Oher £ECEIVADIES. c...vuceiaicie ettt 6,130,506 5,800,111
Cash and cash eqUIVAIENTS.. ... sres 3,663,581 11,223,672

11,935,363 19,144,068

25.9 Liquidity risk management

Liquidity risk is the risk that the Company will encounter difficulty in meeting obligations associated with financial liabilities. On a
regular basis the Company monitors the liquidity balance, development and the effects of market environment. Special attention is
given to maintain an adequate level of liquid assets to cover repayments of borrowings and interest payments. The Company
prepares a liquidity analysis to keep track of expected timing of expected payments.

25.10 Liquidity and interest risk tables

The following tables detail the Company’s remaining contractual maturity for its non-derivative financial liabilities. The tables have
been drawn up based on the undiscounted cash flows of financial liabilities based on the eatliest date on which the Company can
be required to pay.

Current 1-5 years 5 > years Total

2011
Non-interest bearing.........cvvevivevrerniisereieineieieieeiees 10,744,244 0 0 10,744,244
Floating interest rate iNStrUMENtS.......cveveveereerscvseienees 1,189,085 12,192,776 0 13,381,861
11,933,329 12,192,776 0 24,126,105
Current 1-5 years 5 > years Total

2010
Non-interest bearing........cuvvevenrvreicinieieieininsineinnes 9,684,782 0 0 9,684,782
Floating interest rate iStrUMENtS......ocveveveuersevseisnnes 12,073,793 525,066 0 12,598,859
21,758,575 525,066 0 22,283,641
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25. Financial instruments (continued)

26.

The following table details the Company’s expected maturity for its non-derivative financial assets. The tables below have been
drawn up based on the undiscounted contractual maturities of the financial assets including interest that will be earned on those

assets except where the Company anticipates that the cash flow will occur in a different period.

2011 2012 2013 Total

2011

Non-interest bearing.........ouvvevenrvieieisieieieininsineenns 7,091,219 7,091,219

T0EEEst DEAING. orvrrrrrrrreeeeeeeeeeereeeeeeeeeeeeeeseesssesssssenenee 3,663,581 3,663,581
10,754,800 10,754,800
2011 2011 2012 Total

2010

Non-interest bearing... 7,194,988 7,194,988

TOLEESt DEAING. orrrrrerrereeeeeeeeeeeeeeeeeeeeeeeee s 11,223,672 11,223,672
18,418,660 18,418,660

25.11 Fair value of financial instruments

Management considers the carrying amounts of financial assets and financial liabilities recognised in the consolidated financial
statements approximate their fair value.

In specific circumstances, certain assets and liabilities are reported or disclosed at fair value. Fair value is the price that would be
received to sell an asset or paid to transfer a liability in an ordetly transaction between market participants at the measurement date
in the Company's principal market for such transactions. If the Company has not established a principal matket for such
transactions, fair value is determined based on the most advantageous market. Valuation inputs used to determine fair value are
arranged in a hierarchy that categorizes the inputs into three broad levels, which are as follows:

- Level 1 inputs are unadjusted quoted prices in active matkets for identical assets or liabilities.
- Level 2 inputs are directly or indirectly observable valuation inputs for the asset or liability, excluding Level 1 inputs.

- Level 3 inputs are unobservable inputs for the asset or liability.
The fair value hierarchy gives the highest priority to Level 1 inputs and the lowest priority to Level 3 inputs.

The Company’s financial instruments, including cash and cash equivalents, accounts receivable, inventory, accounts payable, and
accrued liabilities, are carried at cost, which approximates their fair value because of the short-term nature of these financial
instruments. The carrying value of capital lease obligations are based on the instruments’ interest rate, terms, maturity date and
collateral, if any, in comparison to the Company’s incremental borrowing rate for similar financial instruments. The Company's
forward contract reported under other current liabilities is the sole deriavative financial liability valued at fair value and belongs to
level 2 in the fair value hierarchy.

Approval of Financial Statements

The Consolidated Financial Statements were approved by the Board of Directors on March 30, 2012,
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27. Ratios

From Statement of Earnings

EBITDA ettt

a) Contribution margin on operation .

b) Profit margin on OPErating FEVENUES ......cccvwwrrvrrreirrisrrierssiseisess s s sss s ssssss s sssssssssess
c) Earnings per share (EPS) ..o snens
d) ASSEL tULNOVEL FALIO wovvvveiieeienriiiesciscsi sttt ss s sneen

) Trade receivables tUINOVEL TAtO ...vuuiviirciiiiieriieiiscis st ssaens

Definitions

a) EBITDA /operating revenue

b) Net profit/operating revenue

) Earnings per share (EPS)

d) Operating Revenues/average total assets

e) Sales/average trade receivable

Liquidity ratios
2) QUICK OF ACIA-TEST FAO wrvvureerereeseieieiei ittt

b) Current ratio

€) EUQUIEY TRHO ettt

Definitions
a) (Cutrent assets - inventories)/current liabilities
b) Current assets/current liabilities

¢) Equity/total assets

Expenses as a Percentage of Operating Revenue:

COSE OF SALES oottt
Research and development EXPEMISES ... sss s sssessssssssssneses
PUDLIShINgG EXPEIISES wuuvuuiviieriviiiiiiiiiiii s sar e aen
MarKEtiNg EXPENSES vuvuvuiviriririisitcisiie st
General and administrative EXPENSES ... sssessssssssssnsssse

TOAl EXPEISES .ovvvevivrirrirsiriicicie s
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For the twelve months ended

December 31,
2011 2010
18,179,867 14,934,775
27.9% 25.2%
13.3% 9.1%
0.93 0.58
0.72 0.75
29.65 23.04

For the twelve months ended

December 31,
2011 2010
0.74 0.76
0.75 0.77
0.61 0.60

For the twelve months ended

December 31,
2011 2010

8.6% 10.3%
19.9% 18.8%
17.3% 14.9%
15.2% 16.5%
27.0% 28.6%
88.0% 89.0%
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