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To Our Stockholders:

2011 was a milestone year for Entertainment Gaming Asia.- We achieved record-breaking financial
performance and the third consecutive year of solid earnings growth since we began to implement our
restructuring efforts in the fourth quarter of 2008. We also made solid progress in executing our
growth plans to expand our gaming operations to include both gaming machine participatioﬁ and the
development and operation of regional 'casinos and gaming venues under our Dreamworld brand in
emerging gaming markets in.Indo-China. With a more refined business model, substantially improved
operating efficiency and financial flexibility, and a clear growth strategy, we .entered 2012 a stronger
company with a focus on enhancing long-term shareholder value.

The 2011 performance was the result of our restructuring efforts implemented over the last three years.
We have come a long way during this period. Since 2009, we have increased consolidated revenue 74%.
This was driven largely by our gaming operations, which posted revenue growth of 149% over this same
period due to continued strong improvement in consolidated average daily net wins, which reached
$140 per seat in 2011. This top-line growth caribined with aggressive cost reductions has resulted in
the generation of quality recurring adjusted EBITDA, which reached $11.7 million for 2011 compared to
$140 thousand in 2008, and the achievement of annual net profitability for the first time in our history.
We have also strengthened our balance sheet over the last three years, as we increased our cash
position three-fold to $12.8 million as of December 31, 2011 while we reduced debt by one-third over
the same period. ‘

We are very proud of these results and believe they demonstrate our successful turnaround and provide
us a solid foundation for future growth. ' '

Our gaming businesses are the cornerstone of our operations. As a leading supplier of electronic gaming
machines on a participation basis to select markets in the Pan-Asian gaming industry and as an owner
and operator of regional casino projects in Indo-China, we believe we are well positioned to capitalize
on the growth opportunities that exist in our markets.

Our gaming participation operations have been a key driver in our strong financial performance. We
currently have over 1,500 electronic gaming machine seats in operation on a participation basis across
three venues in Cambodia and five venues in the Philippines.

In Cambodia, our participation operations principally focus on operating a substantial portion of the slot
area in prime casino floor locations at NagaWorld, Cambodia’s premier luxury destination gaming resort
and the only licensed full service casino in the capital city of Phnom Penh. Our participation operations
at NagaWorld, which we jointly manage with them, have been very succéssful. With 670 machine seats
under contract and average daily net wins of $232 per seat for 2011 and $239 for the first quarter of



2012, this venue provides us attractive recurring gaming revenue and cash flow and demonstrates our
operational expertise in this market.

In addition, we are expanding our gaming machine participation operations in Cambodia with a strategic
new partner. In November 2011, we entered into a gaming machine participation and management
agreement with leading Cambodia hotelier, Sokha Hotels and Resorts, to place 250 electronic gaming
machine seats and jointly manage these slot operations in its new Thansur Bokor Resort and Casino.
Thansur Bokor, located in the tourist area of the Bokor Mountains of Cambodia, will be the only casino
in the nearby area for the present time. The first phase, which includes over 400 hotel rooms and
suites, entertainment amenities, and convention facilities, opened in May 2012. We had 200 seats in
operation at the time of the opening and expect to ramp up to 250 seats later this year

In the Philippines, we continue our efforts to strategically manage our machine placements to maximize
returns and improve our growth potential in this market. These efforts include: implementing, with the
support of our venue owner partners, targeted marketing programs; the redeployment, when possible,
of our gaming assets to higher-performing venues in the market; and acquiring a higher revenue sharing
interest and marketing control in one of our most promising venues in October 2011. These efforts are
producing positive results, with average daily net wins in this market improving to $63 per seat in 2011
and reaching $73 for the first quarter of 2012. - |

Our gaming participation operations provide us solid recurring cash flow and an established presence
and relationships in Indo-China- from which to expand our gaming operations to include the
development and operation of casinos and gaming venues under our Dreamworld brand in the region.
This approach allows us to capitalize on the growth opportunities that exist in emerging gaming markets
of Indo-China and provides the potential for higher long-term incremental returns and greater control of
our operations.

Our target markets are experiencing rapid economic growth due to many drivers including favorable
dembgraphic trends, increasing foreign investment, and continuing liberalization of economic policies.
We are focused on securing a solid foothold in strategic locations with strong gaming demand within
these countries and to grow with these economies.

To-date, we have one Dreamworld project in operation and a couple more in the pipeline in Cambodia.
These projects include: Dreamworld Pailin, a casino located in the northwestern province of Pailin at the
Thailand border; Dreamworld Poipet, a slot hall located in the northern Economic Free Zone of Poipet
near the Thailand border; and Dreamworld Kampot a casino located in-the southern province of
Kampot near the Vietnam border.



Dreamworld Pailin was developed and is operated exclusively by us on land leased from a local land
owner. We receive 80% of the net revenue after customer payouts, operating expenses, and taxes while
the land owner receives the remaining 20% as well as monthly lease payments.

The casino is located on a growing trade route with solid infrastructure between Cambodia and Thailand
and is approximately four hours from‘Bangkok and five hours from Phnom Penh by car. It caters to mass
market and premium players from the major nearby cities in the region and is one of a few existing
casinos in the area and the closest to the border checkpoint.

The initial phase of the casino has a footprint of approximately 16,000 square feet and features
approximately 30 table games and 50 electronic gaming machine seats. We have the opportunity to
lease at a future date the adjacent land to develop additional phases of the pfoject. Such additional -
phases are intended to include expanded casino operations and complementary facilities such as hotel
rooms, a spa, and other entertainment amenities.

We commenced construction in December 2011 and held the grand‘opening of the initial phase of
Dreamworld Pailin on May 9, 2012.

Dreamworld Poipet is our next project in 2012. It will be a standalone slot hall which we will de\)elop
and operate as an extension of an existing popular casino in the attractive Poipet market. Dreamworld
Poipet will operate under the casino owner’s gaming license. We will fund the development
construction, and operation of the slot hall and will receive 40% of the daily net win generated by the
gaming machines.and incur 40% of certain operating costs in our slot hall

Located within Cambodia’s Economic Free Zone and at the junction of an important trade route
connecting Bangkok and Phnom Penh, Poipet is Cambodia’s most significant border crossing with
Thailand and is approximately two and one-half hours from Bangkok by car. Poipet is an established and
growing gaming market with eight existing casinos serving customers from major nearby cities in the
area and there is limited real estate for future gaming development. Dreamworld Poipet will be located
in a very prominent location and will cater to mass market and premium players.

The slot hall is expected to measure approximately 16,000 square feet and house 300 electronic gaming
machine seats. Based on our current development timeline, we expect to complete construction of
Dreamworld Poipet in December 2012.

We believe we are making progress in executing on our casino and gaming development growth
initiatives. Our Dreamworld projects are expected to provide the potential for near-term earnings and
long-term growth while deepening our footprint and the Dreamworld brand in our target markets.



in addition to our core gaming operations, we continue to focus on improving our Dolphin operations,
which include the design, manufacture, and distribution of gaming chips and plaques. Our targeted
marketing initiatives have already lent to improving customer reorders in our existing markets of
Australia and Asia and the addition of several new customers in the second half of 2011. In addition, we
are working to expand our product offerings to include new styles of chips and more innovative, state of
the art security features and planning to expand our production capacity and increase operating
efficiencies and automation. We believe these combined efforts will drive meaningful long-term
improvement in revenue and gross profit in these operations.

In summary, | would like to thank our shareholders for their continued support and the Entertainment
Gaming Asia team for their hard work and dedication. We have made great progress in driving
continued improvements in our operating and financial performance, providing us a solid foundation for
growth; With our vision to expand our gaming operations to include the development and operatién of
regional casinos and gaming venues in our markets becoming a reality, we are making solid progress
toward our goal to become a leading gaming company in the emerging gaming markets of indo-China.
We look forward to updating you on our progress through'but the remainder of 2012 and beyond.

Sincerely,

Clarence Chung

Chairman & ChiefjExecutive Officer

June 11, 2012 o
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CAUTIONARY NOTICE

This annual report on Form 10-K contains forward-looking statements within the meaning of Section 27A of the Securities Act of
1933, as amended, and Section 21E of the Securities Exchange Act of 1934, as amended. Those forward-looking statements include
our expectations, beliefs, intentions and strategies regarding the future. Such forward-looking statements relate to, among other
things, overall industry environment, our working capital requirements and results of operations, the further approvals of regulatory
authorities, adverse court rulings, production and/or quality control problems, the denial, suspension or revocation of f privileged
operating licenses by governmental authorities, competitive pressures and general economic conditions. These and other factors that
may affect our financial results are discussed more fully in “Risk Factors” and “Management’s Discussion and Analysis of Financial
Condition and Results of Operations” included in this report. We caution readers not to place undue reliance on any forward-looking
statements. We do not undertake, and specifically disclaim any obligation, to update or revise such statements to reflect new
circumstances or unanticipated events as they occur, and we urge readers to review and consider disclosures we make in this and other
reports that discuss factors germane to our business. See in particular our reports on Forms 10-K, 10-Q, and 8-K subsequently filed
from time to time with the Securities and Exchange Commission.

PARTI
Item 1. Business
GENERAL

Entertainment Gaming Asia Inc. is engaged in: (i) electronic gaming machine (EGM) participation operations, which include the
ownership and leasing of EGMs in resorts, hotels and other venues in Pan-Asia placed on a revenue sharing basis with venue owners;
(ii) the development of regional casinos in the Indo-China region where we intend to own and operate such casinos under the
“Dreamworld” brand; (iii) the design, manufacture and distribution of gaming chips and plaques; and (iv) the design, manufacture
and distribution of other plastic products. Our current primary focus is our EGM participation and casino development operations.

For our EGM nparticipation business, we utilize our operational experience, established market presence and key relationships to
identify and develop new gaming venues, acquire the EGMs, casino management systems and other gaming peripherals directly from
manufacturers, dealers and suppliers and install the same in our contracted venues. In addition, we assist the venue owners in brand-
building and marketing promotions. Certain of our EGM participation contracts, such as for NagaWorld Resorts and Sokha Hotels
and Resorts in Cambodia, also entail us functioning as a manager of the EGM operations. In these venues, we jointly manage with the
relevant casino owner the slot floor operations and design marketing programs and slot promotions for our designated gaming space.
We also hire, train and manage the floor staff and set high expectations on the level of customer service.

In May 2010, we announced our intention to expand our gaming operations and become an owner and operator of regional casinos
under the “Dreamworld” brand in select emerging gaming markets in Indo-China. We believe this expanded business strategy will
allow us the potential for higher long-term incremental returns on our operations given the ability to collect a greater share of the net
win compared to our existing participation contracts. In addition, it provides us greater long-term control over our operations.

Pursuant to this growth strategy, we have two casino projects under active development in Cambodia, one of which is located in the
Pailin Province near the border of Thailand and the second is located in the Kampot Province near the border of Vietnam. We also
own a parcel of land in the Takeo Province in Cambodia where we may develop and operate a casino-hotel in the future.

In addition to our core gaming operations, through our subsidiary, Dolphin Products Pty Limited, we develop, manufacture and
distribute high-frequency RFID and traditional non-RFID gaming chips and plaques as well as other plastic component products fora |
number of industries.

We have offices in Hong Kong, the Philippines, Cambodia and Australia. We also have manufacturing facilities in Melbourne,
Australia.

Our mailing address in the United States is:
Entertainment Gaming Asia Inc.
40 E. Chicago Avenue, #186
Chicago, Illinois, 60611
USA

The telephone number in the United States is (312) 867-0848.



During the fiscal year ended December 31, 2011, we owned or had rights to certain trademarks that we used in connection with the
sale of our products, including, but not limited to Dolphin™ and we made applications for the trademark “Dreamworld” in certain
Indo-Chinese countries. Other than the aforesaid trademarks, this report also makes reference to trademarks and trade names of other
companies.

RECENT DEVELOPMENTS
During the fiscal year ended December 31, 2011 and through the date of this report, we have engaged in the following:
Entered into a New Machine Participation and Management Agreement in Cambodia

On November 3, 2011, we entered into a gaming machine participation and management agreement (the “Agreement”) with Sokha
Hotels and Resorts (“Sokha”), to place up to 250 electronic gaming machine seats and jointly manage these slot operations in its new
Thansur Bokor Resort and Casino in the tourist-centric Bokor Mountains of Cambodia (“Thansur Bokor”). Sokha, a wholly-owned
subsidiary of the Cambodian conglomerate Sokimex, is a leading operator of luxury hotels and resorts in prime locations in Cambodia.

The first phase of Thansur Bokor is expected to open in May 2012 at which time we expect to have 200 EGM seats in operation. We
intend to ramp up to 250 seats over the subsequent several months. This strategic project expands our gaming operations in the Indo-
China region and is anticipated to contribute to near-term earnings.

Under the terms of the Agreement, we will jointly manage with the venue owner these slot operations. While we and Sokha will share
the gross win or loss and most of the operating expenses, such as marketing expenses and salaries of floor staff, on a respective basis
of 27/73%, a few operating expenditure items, such as machine maintenance and repair and salaries of certain personnel appointed by
us, shall be borne solely by us. ‘We will collect our share of the gross win and will settle its share of the relevant operatmg costs ona
semi-monthly basis. The contract duration is five years, commencing upon the live operatlon of the slot ﬂoor SRR

Our capital -expenditures under the Agreement are estimated to be approx1mately $1.5 to $2 million, which: will be funded from
internal cash resources. We intend to utilize a combination of new and used machines, some of which will be sourced from our
existing inventory.- ‘ '

Agreement to Increase Revenue Sharing Interest in Philippine Slot Venue

On October 21, 2011, we entered into a Transfer Agreement (“Agreement”) for the purpose of increasing from*17% to 35% our share
of the revenue from our participation business at the San Pedro VIP Club, one of our existing participation venues in the Philippines
(#San Pedro Club”). This Agreement serves to further our strategy of improving returns and focusing our assets on the hlghest-
potential venues in the market and increase our control over the promotion and marketing strategies for this venue.

San Pedro Club is operated by the government operator, Philippine Amusement and Gaming Corporation (“PAGCOR?”), which
entered into a machine lease contract with a company (the “Proponent”), which holds the lease of the premises of the club (the
“PAGCOR Contract”). The Proponent in turn entered into an agreement with us to lease EGMs to the venue (the “Agreement of
Lease”). Pursuant to the terms of the PAGCOR Contract and the Agreement of Lease, the net win after gaming tax of the machines at
'San Pedro Club was to be shared amongst PAGCOR, the Proponent; and us in the ratio of 65%, 18%, and 17%, respectively. -

Under the terms of the Agreement, we assume the role of the Proponent and work directly with PAGCOR. Our revenue share has
. increased from 17% to 35% and PAGCOR maintains its 65% share. We have also incurred certain of the venue’s operating expenses,
which are recorded in our cost of gaming operations. The closing of the Agreement will be subject to the fulfillment of various
conditions, which include PAGCOR’s consent and agreement to extend the PAGCOR Contract with us until mid 2016. Upon closing,
the Agreément will be retroactively effective as of August 1, 2011. We expect to close the Agreement in the second quax“ter of 2012,
In the meantime, we took over San Pedro Club’s operations in late October 2011.

The cash consideration for the Agreement payable by us was Philippine pesos 55 million (equivalent to approximately $1.3 million);
which was funded from our internal cash resources. We also agreed to pay cash expenses to the Proponent of approximately
Philippines pesos 2.9 million (equivalent to approximately $67,000) and waived net receivables from the Proponent of approximately
Philippine pesos 3.5 million (equivalent to approximately $82,000). Thus, the total consideration amount agreed by us pursuant to the
transaction is approximately Philippine pesos 61.4 million (equivalent to approximately $1.4 million). As of December 31, 2011, we
already paid approximately Philippines pesos 50.7 million (equivalent to approximately $1.2 million).



Entry into Two Casino Development Prajects in Cambodia

As part of our growth strategy to expand our gaming operations to include the ownership and operation of reglonal-style casinos under
our Dreamworld brand in emerging gaming markets of Indo-China, we announced two new casino development projects during 2011.

Dreamworld Casino (Kampoy)

On March 4, 2011, we entered into a shareholders agreement with a local partner with respect to our participation in a company (the
“new company”) for the development, ownership and operation of a casino located in Kampot Province of Cambodia near the
Vietnam border (“Dreamworld Casino (Kampot)”).

The local partner is the owner of a parcel of land measuring approximately 91,000 square feet (8,500 square meters) located in a
southern Cambodia in the Kampot Province near the Vietnam border and the Dreamworld Casino (Kampot) will be constructed
thereon. It will include a casino, which will be operated under the ‘Dreamworld’ brand, with table games such as baccarat, roulette
and dice games as well as EGMs. The initial phase of Dreamworld Casino (Kampot) is expected to include up to 14 table games and
25 EGMs and is expected to open in the third quarter of 2012.

Upon the completion Dreamworld Casino (Kampot), we will have the dominant management right and control over the business
operations of the new company and Dreamworld Casino (Kampot) and all business decisions and policy-making in respect of the
business will be vested in the board of directors of the new company in which we will have the right to nominate a majonty of the
members.

Subject to any early termmatlon of the casino project pursuant to the terms of the shareholders agreement the casino prOJect is for an
initial term of 25 years commencing March 2011 and is subject to renewal by the parties’ mutual consent.

Dreamworld Casino (Kampot) will be owned by the new company, a private company incorporated in Cambodia for the sole purpose .
of holding and operating Dreamworld Casino (Kampot). The respective shareholdings of the new company by us and the local partner
are 67% and 33%, respectively. However, we and local partner will share the monthly net revenue after payouts to customers,
operating expenses, and taxes on a 60%/40% basis, respectively. »

We are responsible for all capital expenditures relating to the casino project and our total capital expenditure for the initial phase
Dreamworld Casino (Kampot) is expected to be approximately $1.2 million and will be funded from internal cash resources. -

Dreamworld Casino (Patlm)

In May 2011 we agreed to form a company (the “new company”) with: another local partner in Cambod1a for the development,
ownership and operation of a casino project in the Pailin Province of Cambodia near the Thailand border (“Dreamworld Casino
(Pailin)”).

The local partner is the owner of a parcel of land measuring approximately 13,000 square feet (1,196 square meters) located in north
western Cambodia in the Pailin Province near the Thailand border and the Dreamworld Casino (Pailin) will be constructed thereon. ‘It
will include a casino, which will be operated under the ‘Dreamworld’ brand, with table games such as baccarat, roulette and dice
games as well as EGMs. Based on the latest venue layout, the initial phase of Dreamworld Casino (Pailin) is expected to include 30
table games and 40 EGMs. It is scheduled to open on May 9, 2012.

Under the terms of the relevant shareholders agreement, the local partner agreed to lease to the new company certain real property
upon which Dreamworld Casino (Pailin) was to be developed for an annual fee of $1 and all profits (the total gross revenue of the
casino less any payouts paid to customers, operating expenses, and gaming and non-gaming taxes on the new company’s revenue) of
the casino project were to have been split between us and the relevant local partner on a 55%/45% basis, respectively. In June 2011,
we formed a legal entity in Cambodla to serve as the company for the casmo project’s operations.

In July 201], the local partner agreed with us to revise the cooperatlon structure for the Dreamworld Casino (Pailin) by pervious
structure and entering into new agreements pursuant to which (a) we will be the sole owner of the new company, (b) the local
partner’s profit part1c1pat10n will be reduced from 45% to 20% and (c) we will pay a fair monthly rental to the relevant local partner
for the lease of the casino project property. The initial lease term for the land is 20 years and is subject to renewal by the parties’

mutual consent.

We are responsible for all capital expenditures relating to the casino project and our total capital expenditure for the initial phase
Dreamworld Casino (Pailin) is expected to be approximately $2.4 million and will be funded from internal cash resources.
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GAMING BUSINESS
Overview

Since September 2007, our primary business model has focused on the ownership and leasing of EGMs placed with venue owners on
a revenue sharing basis within certain countries in Pan-Asia with operations to date located in Cambodia and the Philippines. Utilizing
our developed operational experience and established market presence and key relationships, we identify and secure venues for the
placement of EGMs and where warranted, casino management systems that track game performance and provide statistics on each
installed EGM owned and leased by us. We contract with the venue owners or operators for the placement of the EGMs on a revenue
sharing basis. In addition, we acquire and install the EGMs and other gaming systems and peripherals at the relevant gaming venues.

In May 2010, we announced our intention to expand our gaming opefations and become an owner and operator of regional casinos
under the “Dreamworld” brand in select emergmg gaming markets in Indo-China although none of our casino projects had started
operations in 2011.

EGM participation operations comprised 64% of our consolidated revenues for the year ended December 31, 2011.
Operatlons of our Eléctronic. Gammg Machine Partlclpatlon

We contract with the venue owners or operators for the placement of EGMs on a revenue sharing basis and dlrectly acquire and install
the EGM:s and other gaming peripherals at the relevant gaming venues. The target market for our EGM participation business is hotels
and resorts and various other gaming venues across Pan-Asia. We focus on underserved gaming markets that we believe are poised
for significant growth, and many of the targeted venue owners have little or no gaming operations experience.

‘We utilize EGMs from leading manufacturers, including Aristocrat Technologies, International Game Technology, and WMS
‘Gaming. As of December 31, 2011, we had an inventory of 412 EGMs suitable for deployment and believe, given our casino
development plans, that we will need to supplement our existing inventory with the purchase of a certain number of new and used
EGMs from cash on hand and cash from operations over the next twelve months.

We help market, design and develop the gaming venues of the venue owners to whom we lease our EGMs and related systems. We
contract with the venue owner for the leasing and maintenance of the EGMs on a revenue sharing basis. We provide the development
‘and implementation of various related gaming services in the Pan-Asia region\which include: ‘
Wy L
e Developing the technical and network design, layout and overall space configuration of the gaming floor in order to best utilize
and leverage the available space and present an appealing environment to customers; and .
e - Selecting the ‘optimal mix of EGMs for the property to optimize the economic potential of the gaming floor and overall
'experlence for the venue owner’s customers.

We assist the venue owner by recruiting and training of the necessary gaming floor personnel regarding the operation and maintenance
of the EGMs and back-of-the-house accounting and in most cases, these gaming floor staffs are employees of ours though their
salaries and related expenses will be shared by the venue owner and us according to the same revenue sharing ratio as agreed under
relevant participation agreement. In addition, we maintain all performance data and provide ongoing technical and operatlons support
in order to optimize game performance throughout the floor.

We expect that our EGM participation revenues and gross margins will be influenced by a number of factors, 1nclud1ng the number
and type of EGMs in service, the levels of play and the revenue sharing percentage. Our cost of sales includes the depreciation, joint
cost sharing (primarily, in the event our contract dictates we are involved in the management of the floor operations) and other
installation and maintenance costs of the EGMs. .

As of December 31, 2011, our EGM participation operations were concentrated in two countries, namely, Cambodia and the
Phlhppmes In Cambodia, we had a total of 719 EGM seats in operation in two venues. In the Philippines, we had a‘total of 758 EGM
seats in operation in five venues.



Competition

The global gaming industry is highly competitive. Our competitors principally include private companies in Cambodia and both
public and private companies in the Philippines with operations focused on Asian market. Part of our operating strategy includes
addressing markets and customers where we face less competmon and entry bamers are higher due to several factors including:

e  United States Gammg Laws: All of the major gammg equipment supphers are licensed by a large number of United States
regulatory agencies. In order for one of these companies to enter the markets we serve in Asia on a direct revenue sharing model
with a foreign operator, the operator would be required to comply ‘with various United States regulatory procedures ‘We are not
subject to this requirement as we have surrendered all our gaming licenses in the United States.

¢ Local Knowledge: Through our operating experience, we have an extensive database of contacts and relationships throughout the
Pan-Asia region that provides us with a unique opportunity to penetrate these under-developed markets.

Gaming Regulations and Licensing

The regulatory structures in the Asian countries where we operate our EGM participation and casino development businesses,
including the Philippines and Cambodia, are not as developed or clearly defined as the Unitéd States. In general, all of the countries in
which we currently operate require the venue owner to obtain a gaming license in order to operate the EGMs leased by us and we
demand that all venue owners to whom we lease EGMs, being our customers in the Philippines and Cambodia, hold the required
gaming licenses to operate their venues. Since our EGM participation business model primarily focuses on leasing the EGMs to the
venue owner, technically, we are not considered to be an operator or owner of the gaming operations by the relevant authorities
(although to a certain extent we have assumed some operator roles, including but not limited to the design of marketing programs,
recruitment, training and management of floor staff, in certain of our venues) and thus, we are not required to obtain any form of
gaming license in either the Philippines or Cambodia for our participation business in such jurisdictions. However, current gaming
laws, including licensing requirements and other regulatory obligations, could change or become more stringent resulting in additional
regulations being imposed upon us and our EGM participation operations. Any such adverse developments in' the regulation of the
gaming industry could be difficult to comply with and significantly increase our costs which, in turn, could cause our partlcrpatron
business to be unsuccessful. \ ~

We currently hold certain approvals from the relevant government authorities for construction of our casino projects We hold the in-
principle approval at municipal level to build and open a casino hotel in the Kampot Province of Cambodia from the Cambodia
Government. Pursuant to such approval, Dreamworld Leisure (Kampot) Limited, a new company formed by us and the local land
owner partner, is allowed to construct and open a casino-hotel for table games and EGMs with the proposed name of Dreamworld
Casino and Resort in the Kampot Province of Cambodia. We hold the in-principle approval at municipal and provincial levels to build
and open a casino hotel in the Pailin Province of Cambodia from the Cambodia Government. Pursuant to such approval, Dreamworld
Leisure (Pailin) Limited, one of our wholly-owned subsidiaries, is allowed to construct and open a casino-hotel for table games and
EGMs with the proposed name of Dreamworld Casino and Resort in the Pailin Province of Cambodia. We hold the in-principle
approval at municipal and provincial levels to build and open a casino hotel in the Takeo Province of Cambodia from the Cambodia
Government. Pursuant to such approval, Dreamworld Leisure, one of our wholly-owned subsidiaries, is allowed to construct and open
a casino-hotel for table games and EGMs with the proposed name of Dreamworld Casino and Resort in Takeo Province of Cambodia.

It is antrclpated that the formal gaming license and approvals of each of the aforesaid casino projects will be obtamed upon completion
of the construction of the relevant casino.

OTHER PRODUCTS

We are also engaged in the design, manufacture and dlstrrbutron of gaming chips and plaques, and the desrgn, manufacture and
distribution of other plastic products.

Overview of Gaming Chips and Plaques

We focus on the development, manufacture and sale of gaming chips and plaques from our Dolphin subsrdrary in: Melboume
~Australia. o

Gaming chips and plaque products include:

¢ High-frequency RFID casino chrps which are traditional casino chips embedded with a RFID tag that allows casinos to identify
counterfeit casino chips and track table play. The high-frequency .13.56 MHz RFID casino chip is des1gned to provide real-time
data capability, enhanced chip security, player tracking and accounting management benefits for casinos. The high-frequency
RFID chips enable casinos to read 1,000 chips per second and have a memory capacity of over 10,000 bits.
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e Traditional casino chips for various table games, including a wide range of American-style gaming chips with 30 different color
combinations, various sizes and other personalized printing combinations.

e High-frequency RFID and traditional non-RFID casino plaques, which use modern, efficient plastic thermoforming techniques
and a process of printing graphics to polymer that provides for a broad range of colors or designs, including a full photographic
finish. Our plaques have unique security features including a patented RFID inlay which is tamper-proof and identifies each
plaque, a currency grade ceramic DNA strand embedded in the plastic, a2 multi-directional hologram and serialization. They are
available in five rectangular and three square shapes or customized to buyer requirements.

Marketing and Distribution of Gaming Chips and Plaques

In an effort to derive greater value from our high-frequency RFID and traditional non-RFID gaming chips and plaques, we have
directed greater resources to these operations in the form of marketing and product development and engaged a marketing agent to
promote and distribute these products for us in Australia, New Zealand, Macau and certain other Asian territories.

At present, our casino customers include, amongst others, City of Dreams, Altira, Venetians and Galaxy in Macau and Crown Casino
in Melbdurne, Burswood Casino in Perth and Star City Casino in Sydney, Australia. Since gaming chip products are generally
regarded as a “gaming device” by the gaming authorities in most of the states of the United States, which therefore requires the
manufacturer of these products to be licensed, it is not our current intention to market or sell our gaming chip and plaque products in
the United States. ‘ ‘

Competition of Gaming Chips and Plaques

The gaming products industry is competitive. We compete with established gaming products companies, which have more substantial
histories, backgrounds, experience and records of successful operations; greater technical, marketing and other resources, and more
employees and extensive facilities than we have or will have in the foreseeable future. During the year ended December 31, 2011, our
most significant competitor for our gaming chips and plaques was Gaming Partners International Corporation. :

Gaming Regulations and Licensing of Gaming Chips and Plaques

Regarding our gaming chip and plaque products, in most jurisdictions outside the United States market, neither manufacturers nor
distributors of gaming chip and plaque products are required to be licensed. However, since gaming chip and plaque products are
generally regarded as “gaming devices” by the gaming authorities in most of the United States of America, Which therefore require the
manufacturers of these products to be licensed we currently do not have the intention to apply for any license to sell our Dolphin’s
gaming chip and plaque products in the United States market mainly due to the costly application process and ongoing maintenance.

Manufacturing and Assembly of ‘Gamin'g Chips and Plaques

The manufacture of RFID casino chips and plaques is performed at our Dolphin subsidiary in Australia, which specializes in plastic
injection molding. Dolphin has licensed certain RFID technology from a third party.

Suppliers

During the year ended December 31, 2011, most materials for our RFID casino chips and plaques were sourced in Australia. RFID
casino chips and plaques were manufactured in Australia and shipped to our customers in Asia. Dolphin has licensed certain RFID
technology from a third party.

Overview of Other Plastic Products

We also develop, manufacture and sell plastic products for a number of industries. Dolphin is well-known for its high-quality and
high-precision plastic products, it renewed third-party accreditation’s in TS16949, ISO 9001, Quality Management Systems and ISO
140001 Environmental System, AS4801 OH&S System in 2011.

Research and Development of Gaming Chips and Plaques and Other Plastic Products

Dolphin is continuously engaged in product development to enhance existing and develop new products for its gaming and non-
gaming business lines. During the years ended December 31, 2011 and 2010, we spent approximately $386,000 and $610,000,

respectively on product development activities, principally related to our gaming chips and plaques.
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INTELLECTUAL PROPERTY |

In October 2005, we acquired the r1ghts to U.S. Patent No. 6,659,875, which covers a unique process for manufacturing RFID chips
and plaques. We also hold patents covering similar processes issued by Australia and the United Kingdom. In addition, in
February 2007, we filed a new provisional specification in Australia to protect additional enhancements in the manufacture of RFID
chips and plaques.

Many elements 1ncorporated in our proprietary products are in the public domain or othermse not amenable to legal protection and the
steps taken by us will not, in and of themselves, preclude competition with our proprietary products.

EMPLOYEES

As of March 15, 2012, we had approximately 14 full-time employees in Hong Kong, 1 full-time employee in the United States, 34
full-time employees in the Philippines, 42 full-time employees and 412 contracted staff for floor operations at NagaWorld, Sokha
Bokor and Pailin casino project in Cambodia, and 55 full-time employees in Australia. None of our employees are represented by
labor unions, and we consider our relationship with employees to be satisfactory.

AVAILABLE INFORMATION

Our website is located at www.EGT-Group.com. The information on or accessible through our website is not part of this annual report
on Form 10-K. A copy of this annual report on Form 10-K is located at the SEC’s Public Reference Room at 100 F Street, NE,
Washington, D.C..20549. Information on the operation of the Public Reference Room can be obtained by calling the SEC at 1-800-
SEC-0330. The SEC also maintains an internet site that contains reports, proxy and information statements and other information
regarding our filings at www.sec.gov.

Item 1A. Risk Factors

In this report we make, and from time-to-time we otherwise make, written and oral statements regarding our business and prospects,
such as projections of future performance, statements of management’s plans and objectives, forecasts of market trends, and other
matters that are forward-looking statements within the meaning of Section 27A of the Securities Act of 1933 and Section 21E of the
Securities Exchange Act of 1934. Statements containing the words or phrases “will likely result,” “are expected to,” “will continue,”
“is anticipated,” “estimates,” “projects,” “believes,” “expects,” “anticipates,” “intends,” “target,” “goal,” “plans,” “objective,”
“should” or similar expressions identify forward-looking statements, which may appear in documents, reports, filings with the
Securities and Exchange Commission, news releases, written or oral presentations made by officers or other representatives made by
us to analysts, stockholders, investors, news organizations and others, and discussions with management and other of our
representatives. For such statements, we claim the protection of the safe harbor for forward-looking statements contained in the
Private Securities Litigation Reform Act of 1995.

9 &

Our future results, including results related to forward-looking statements, involve a number of risks and uncertainties. No assurance
can be given that the results reflected in any forward-looking statements will be achieved. Any forward-looking statement speaks only
as of the date on which such statement is made. Our forward-looking statements are based upon assumptions that are sometimes
based upon estimates, data, communications and other information from suppliers, government agencies and other sources that may be
subject to revision. Except as required by law, we do not undertake any obligation to update or keep current either: (i) any forward-
looking statement to reflect events or circumstances arising after the date of such statement; or (ii) the important factors that could
cause our future results to differ materially from historical results or trends, results anticipated or planned by us, or which are reflected
from time to time in any forward-looking statement.

In addition to other matters identified or described by us from time to time in filings with the SEC, there are several important factors
that could cause our future results to differ materially from historical results or trends, results anticipated or planned by us, or results
that are reflected from time to time in any forward-looking statement. Some of these important factors, but not necessarily all
important factors, include those set out below. .

We are a defendant in a litigation matter that could result in substantial costs and divert management’s attention and resources.
On March 26, 2010, a complaint (as subsequently amended on May 28, 2010) (the “Complaint”) was filed by certain of our
shareholders including Prime Mover Capital Partners L.P., Strata Fund L.P., Strata Fund Q.P. L.P., and Strata Offshore Fund, Ltd

(collectively, the “Plaintiffs”) in the United States District Court for the Southern District of New York against certain defendants
including the Company and certain of our other current and former directors and officers.
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The Complaint alleges claims related to disclosures conceming our electronic gaming machine participation- business (the
“Participation Business™), including but not limited to the alleged violations .of Sections 10(b) and 20(a) of the Securities Exchange
Act of 1934 and Rule 10b-5 promulgated thereunder, violations of Nevada Revised Statutes Sections 90.580(¢) and 90.660(3), breach
of fiduciary duty, and negligent misrepresentations. The Plaintiffs allege that we and certain other defendants made false and
misleading statements about the Participation Business in filings with the SEC, press releases, and other industry and investor
conferences and meetings during the period from June 13, 2007 and August 13, 2008 and that the Plaintiffs then purchased the
securities at the inflated prices and later suffered economic losses when the price of our securities decreased.

On June 22, 2011, the court ruled on the motions to dismiss filed by us and certain of our current and former officers and directors.
The court dismissed all of Prime Mover’s claims and dismissed all of Strata’s claims except for two breach-of-contract counts against
the Company. All claims against the current and former officers and directors were dismissed. On November 7, 2011, Plaintiffs filed
a motion for leave to amend the Complaint for re-pleading all the securities claims against us and all the relevant current and/or former
officers and directors. On December 15, 2011, the court granted the Plaintiff’s motion for leave to amend the Complaint and on
December 20, 2011, the Plaintiff filed a second amended Complaint (the “Second Amended Complaint”) which alleged claim

substantially similar to the original claims in the Complaint.

The Company and certain current and former officers and directors filed a motion to dismiss the Second Amended Complaint on
January 23, 2012. As of the date of this report, the court.has not ruled on our motion to dismiss. As the litigation is at a preliminary
stage, it is not possible to predict the likely outcome of the case or the probable loss, if any, or the continuation of insurance coverage
and, accordingly, no accrual has been made for any possible losses in connection with this matter.

We believe that the Plaintiffs’ claims against us and our present and -former officers and directors under the Second Amended
Complaint are presently covered by our directors and officer insurance 'policies, which provide the covered parties with up to $15
million of potential insurance coverage. Directors and officer insurance policies, however, generally cover securities claims, not
breach of contract claims. In the event that the court dismisses all the securities claims under the Second Amended Complaint, and
thus Plaintiffs’ only remaining claims are for breach of contract, then there is a risk that our director and officer insurance may no
longer be available to cover the litigation.

The Plaintiffs seck unspecified damages, as well-as interest, costs and attorneys’ fees. We intend-to vigorously defend ourselves
against these claims. However, no assurances can be made that we will be successful in our defense of the pending claims. If we are
not suceessful in our defense of such claims, we could be forced to, among other things, make significant payments to resolve these
claims or post significant bonds to pursue appeals, and such payments and/or bonds could have a material adverse effect on our
business, financial condition and results of operations. Further, regardless of the outcome of the foregoing matters, these litigation
matters themselves may result in substantial costs and divert management s attention and resources, all of which could adversely
affect our business. :

We have achieved strong tmprovement in financial performance in recent quarters but have a history of signifi cant operating
losses. For the year ended December 31, 2011, we have incurred net income of approximately $642,000. However, this is the first year
in which we recorded net income. For the year ended December 31, 2010, we incurred a net loss of approximately $5.2 million and
prior to our Quasi-Reorganization at December 31, 2010, which among other things, eliminated our accumulated deficit account, with
a commensurate reduction in our additional paid-in capital, we had an accumulated deficit of $386.1 million. During the last three
years, we have refocused our business operations and streamlined our cost structure, which has resulted in substantially improved
financial performance and the generation of positive cash flow from operations. However, we do not have a significant history in our
primary focus of operations, EGM participation, and have recently commenced a new line of operations involving our development of
regional casinos in the Indo-China region. Our limited operating history in the gaming business makes it difficult for potential
investors to evaluate our business or prospective operations.  Further, we remain subject to the risks inherent in any developing
business, including those mentioned below. While we will endeavor to continue to generate positive cash flows from operations, there
can be no assurance that we will be successful in doing so. :

Due_to the nature of our participation operations, the actions of our venue owners with which we partner could impact our
financial petformance. Our primary focus is currently on the ownership and leasmg of EGMs on a revenue sharing basis in certain
" countries in Asia. We focus on targeting venue owners in underserved gaming markets who have little or no gaming operations
experience. Since we participate on a revenue sharing basis with these venue owners, our revenue generated from the revenue sharing
arrangements will be dependent to a significant degree on the efforts and capabilities of the venue owners. Our revenues and results
from our EGM participation operations may be impacted by thé ability of the venue owners to manage the gaming operations of their
venues. Accordingly, there can be no guarantee that the venue owners will be able to manage the gaming operations successfully or
that the gaming venues operated by them will perform at levels consistent with our financial projections and underlying forecasts and
assumptions. Further, we have limited past business relationships with the venue operators and, despite background checks and other
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due diligence that we may perform, the venue operators may not be reputable. In the event that any of the venue operators are not
reputable this would expose us to the risk of being unable to collect the revenue to which we are entitled under the revenue share
arrangements and protect our gaming machine assets.

We have a dependence on NagaWorld. In Cambodia, our EGM participation operations currently focus primarily on operating a
substantial portion of the gaming machine area in prime casino floor locations at NagaWorld, a wholly-owned subsidiary of Hong
Kong listed NagaCorp Lid. (HKSE: 3918). We currently iease 670 EGMs at NagaWorld, representing 45% of our total EGM’s
operating on a participation basis as of December 31, 2011, and those machines are among our highest performing units on a net win
per day basis. For the year ended December 31, 2011, our operations at NagaWorld accounted for 51% of our consolidated revenues
and 80% of our revenue from our EGM participation operations. Although we believe we have a good relationship with NagaCorp,
should material events occur that are detrimental to NagaWorld and its operations or cause the loss of this customer, it would have a

significant negative impact on our financial performance.

We could require additional funding in the future to execute our casino and gaming development plans. As of December 31, 2011,
we had working capital of approximately $7.8 million. Since December 31, 2011, our working capital has been positively affected by
solid cash flow contribution from our gaming operations, particularly our operations at NagaWorld.

We believe we have sufficient cash on hand to fulfill all current obligations as they become due and to fund initial development for
our casino development projects in the Kampot Province and Pailin Province of Cambodia and EGM purchase plans. Based on our
internal revenue projections, existing casino and gaming development and EGM placement rollout plans and our inventory of EGMs,
we also believe we have the needed capital to fund our currently proposed operations over the next 12 months. However, if we were to
commit to large casino and gaming development projects or the concurrent development of multiple casino and gaming projects; or
should our revenue projections fail to meet our existing internal projections; or should we become required to procure additional
EGMs for projects or-due to reasons not currently contemplated, we may need to raise additional capital within the next 12 months.
We would endeavor to raise funds through various financing sources, including the sale of our equity and debt securities and the
procurement of commercial debt financing. However, there can be no guarantees that such funds will be available on commercially
reasonable terms, if at all. If such financing is not available on satisfactory terms, we may be unable to expand or continue our
business as desired and operating results may be adversely affected. Any debt financing will increase expenses and must be repaid
regardless of operating results and may involve restrictions limiting our operating flexibility. If we issue equity securities to raise
additional funds, the following results can occur: '

e the percentage ownership of our existing stockholders will be reduced;

iy

¢ - our stockholders may experience additional dilution in net book value per share; and/or
s the new equity securitics may have rights, preferences or privileges senior to those of the holders of our common stock:

Intended expansion of gaming operations represents material addition to our business model which has not been proven by us. In
May 2010, we announced our intention to expand our gaming operations and become an owner and operator of regional casinos and
gaming venues under the “Dreamworld” brand in select emerging gaming markets in Indo-China. While we believe that we can
leverage our existing market presence and relationships to execute our casino and gaming development plans, there is no guarantee we
will be successful in securing new casino and gaming projects, funding those projects and/or executing our plans to build and operate
any of our casino and gaming projects. Since we do not have a prior history in the development of regional casinos, it is difficult for
potential investors to evaluate our prospective casino operations. Further, we remain subject to the risks inherent in any developing
business, including those mentioned herein. Some of our assumptions will invariably not materialize and some unanticipated events
and circumstances occurring subsequently may affect other assumptions. Therefore, the actual results achieved may vary from the pro
forma projections considered by our management, and the variations may be material. No assurance can be given that the future
results of our casino development operations will meet with consumer acceptance or market success.

Our EGM participation and casino development operations are focused in markets outside the United States which exposes us to
risks inherent in international business operations. We intend to pursue our gaming machine participation and casino development
businesses in certain markets in Pan-Asia. We also focus our sales efforts for our gaming chips and plaques in Asia and Australia, but
these efforts may not be successful. Our international operations expose us to risks and challenges that we would otherwise not face if
we conducted our business only in the United States, such as:

e increased cost of enforcing our intellectual property rights;

* heightened price sensitivity from customers in emerging markets;
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e our ability to establish local manufacturing, support and service functions, and to form channel relationships with resellers in non-
U.S. markets;

e localization of our EGMs and components, including translation into foreign languages and the associated expenses;
e  compliance with multiple, conflicting and changing governmental laws and regulations;

e foreign currency fluctuations;

e laws favoring local corﬁpetitors;

e weaker legal protections of contract terms, enforce recoveries of receivables and intellectual property rights and mechamsms for
enforcing those rlghts

e market disruptions created by public health crises in regions outside the United States, such as Avian flu, SARS and other
diseases;

e  difficulties in staffing and managing forelgn operations, including challenges presented by relationships with workers’ councils
and labor unions; and

e changing regional economic, political and regulatofy conditions.

Our gaming operations are presently concentrated in Cambodia and the Philippines, which means that our results of operations or
financial condition could be materially adversely effected by economic or political developments in either country. Our business
model contemplates our development of our EGM participation business. throughout Pan-Asia and our casino development busmess
throughout Indo-China, however at the present time our EGM part1c1pat10n business and casino development business are being
pursued solely in Cambodia and the Philippines. Asa result, we experience significant exposure to the business risks presented by the
economies and regulatory environments of those two countries. The Cambodian and the Philippines government exercise substantial
control over virtually every sector of their country’s economy through regulation and, in some cases, state ownership. Our ab111ty to
operate in Cambodia and the Philippines may be harmed by changes in its laws and regulatlons including those relating to gaming,
taxation, environmental regulations, land use rights, property and other matters. For example, in February 2009, Cambodia’s Prime
Minister called for the closure of the country’s sole bookmaker, Cambo Six, and all but two of the approximately 70 slot clubs in
Cambodia’s Phnom Penh area, all of which had previously been licensed by the Cambodian government. In the Philippines, all
gaming operations are controlled by the Phnllppme Amusement and Gaming Corporation (“PAGCOR”), a government corporation
that holds the exclusive right to operate casinos and slot rooms in the Philippines and that reports directly to the Office of the President
of the Philippines. While we have no reason to believe at this time that any of our gaming operations or those of our partners, such as
NagaWorld, are at risk of adverse government action in Cambodia or the Philippines, the central or local governments of such
jurisdictions may impose new, stricter regulations or interpretations of existing regulations that would require additional expenditures
and efforts on our part to ensure our compliance with such regulations or interpretations or which may even restrict the licenses under
which we and our partners operate. Likewise, any political turmoil, adverse weather condition, calamity or epidemic occurs in any of
these two courtries would have a significant negative impact on our business operations and financial performance.

We may be exposed to liabilities under the Foreign Corrupt Practices Act, and any determination that we violated the Foreign
Corrupt Practices Act could have a material adverse effect on our business. We are subject to the Foreign Corrupt Practice Act, or
FCPA, and other laws that prohibit improper payments or offers of payments to foreign goveinments and their officials and political
parties by U.S. persons and issuers as defined by the statute, for the purpose of obtaining or retaining business. We have operations
and agreements with third parties throughout Pan-Asia. Our activities in Asia create the risk of unauthorized payments or offers of
payments by the employees, consultants, sales agents or distributors of our company, even though they may not always be subject to
our control. It is our policy to implement safeguards to discourage these practices by our employees. However, our existing
safeguards and any future improvements may prove to be less than effective, and the employees, consultants, sales agents or
distributors of our company may engage in conduct for which we might be held responsible. Violations of the FCPA may result in
severe criminal or civil sanctions, and we may be subject to other 11ab111t1es which could negatively affect our business, operatmg
results and ﬁnanc1al condition.

We may be unable to adequately protect our intellectual property rights. Our success in business, in particular, in relation to our
gaming chips and plaques and non-gaming products, is impacted by maintaining the confidentiality and proprietary nature of our
intellectual property rights. Our ability to compete may be damaged, and our revenues may be reduced if we are unable to protect our
intellectual property rights adequately. To protect these rights, we rely principally on a combination of:

e  contractual arrangements providing for non-disclosure and prohibitions on use;
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e . patents and pending patent applications;
e trade secret, copyright and trademark laws; and
e certain built-in technical product features.

Patent, trade secret, copyright and trademark laws provide limited protection. The protections provided by laws governing intellectual
property rights do not prevent our competitors from developing, independently, products similar or superior to our products and
technologies. In addition, effective protection of copyrights, trade secrets, trademarks, and other proprietary rights may be unavailable
or limited in certain foreign countries. We may be unaware of certain non-publicly available patent applications, which, if issued as
patents, could relate to our services and products as currently designed or as we may modify them in the future. Legal or regulatory
proceedings to enforce our patents, trademarks or copyrights could be costly, time consummg, and could divert the attention of
management and technical personnel.

EGT Entertainment Holding holds a significant interest. in our common stock, and is our largest creditor giving EGT
Entertainment Holding significant power over our management and all shareholder actions. As. of March 15, 2012, EGT
Entertainment Holding owned 45.8 million shares of our common stock, representing approximately 38.3% of our issued and
outstanding. common' shares, and as of December 31, 2011 we were indebted to EGT Entertainment Holding in the approximate
amount of $6.2 million (representing approximately 53.6% of our total liabilities as of such date). Accordingly, given its equity
ownership, EGT Entertainment Holding has significant control over our management and all matters requiring approval by our
shareholders, including the power to elect our board members and effect the approval of mergers and other significant corporate
transactions. This concentration of ownership will make it difficult for other shareholders to effect substantial changes in our
Company, and also will have the effect of delaying, preventing or expediting, as the case may be, a further change in our control.

Our common stock may be delisted from the NYSE Amex and if this occurs you may have dtjf culty convertmg your investment
into cash efficiently. The NYSE Amex has established certain standards for the delisting of a security from the NYSE Amex: The
standards for delisting from the stock market include, among other things, common stock selling for a substantial period of time at a
low price per share, if the issuer fails to effect a reverse split of such shares within a reasonable time after bemg notified that the stock
exchange deems such action to be appropriate. Our common stock has continuously traded below $1.00 since August 2008. While we
have not received any communications to date from the NYSE Amex concerning the selling price of our common shares, there can be
no assurance that the NYSE Amex will take action to delist our common stock from the exchange due to the low selling price of the
shares. If that were to occur, we would consider effecting a reverse split of our common stock in order to raise our share price to a
level satlsfactory to the NYSE Amex. However, reverse splits of thinly traded shares have, at times, resulted in declining share prices
after a proportional adjustment in share price to give effect to the split. If our common stock were to be excluded from the NYSE
Amex, or if we elected to conduct a reverse split in order to. maintain the listing, the price of our common stock and the ability of
holders to sell such stock could be materially adversely affected. ‘

Our board of directors may issue blank check preferred stock, which may affect the voting rights of our holders and could deter or
delay an attempt to obtain control of us. Our board of directors is authorized, without stockholder approval, to issue preferred stock in
series and to fix and state the votmg rights and powers, designation, preferences and relative, participating, optional or other special
rights of the shares of each such series and the qualifications, limitations and restrictions thereof. Preferred stock may rank prior to our
common stock with respect to dividends rights, liquidation preferences, or both, and may have full or limited voting rights.
Accordingly, issuance of shares of preferred stock could adversely affect the voting power of holders of our common stock and could
have the effect of deterring or delaying an attempt to obtain control of us.

Item 1B. Unresolved Staff Comments

‘Not applicable.
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Item 2. Properties

We also lease the following offices and warehouse facilities throughout Asia and in Australia:

Monthly
Lease
Expiration Date Payment Area

Location/Activities of Lease ) (USD) (sq. ft.)
Hong Kong; Administrative office .........coocccvvvncvcrnininincninen. March 2013 8,700 1,920
Melbourne, Australia; Manufacturing and

Administrative 0ffices........cvieveiieriiniiennie et seeeesbee e December 2013 25,000 32,000
Melbourne, Australia; Warehouse facilities..........ccoeeeverieriveecenns January 2014 25,000 32,000
Philippines; Administrative office ..o, September 2012 2,000 1,668
Cambodia; Administrative office.......cccoevrvenvinienciciiecreecereene September 2012 2,500 2,497
Cambodia; Warehouse facilities .......c.ccceeeveervenveenneniniceseeisines, March 2013 2,000 7,535

In the United States, we do not have an office but we have a mailing address at 40 E. Chicago Avenue, #186, Chicago, Iilinois.
Item 3. Legal Proceedings |

We are a party to certain legal matters as discussed below.

Prime Mover/Strata Litigation

On March 26, 2010, a complaint (as subsequently amended on May 28, 2010) (the “Complalnt”) was filed by certain shareholders of
the Company including Prime Mover Capital Partners L.P., Strata Fund L.P., Strata Fund Q.P. L.P., and Strata Offshore Fund, Ltd
(collectively, the “Plaintiffs”) in the United States District Court for the Southern District of New York against certain defendants
including the Company and certain other current and former directors and officers of the Company.

The Complaint alleges claims related to disclosures concerning the Company’s electronic gaming machine participation business (the
“Participation Business”), including but not limited to the alleged violations of Sections 10(b) and 20(a) of the Securities Exchange
Act of 1934 and Rule 10b-5 promulgated thereunder, violations of Nevada Revised Statutes Sections 90.580(¢) and 90.660(3), breach
of fiduciary duty, and negligent misrepresentations. The Plaintiffs allege that the Company and certain other defendants made false
and misleading statements about the Participation Business in filings with the SEC, press releases, and other industry and investor
conferences and meetings during the period from June 13, 2007 and August 13, 2008 and that the Plaintiffs then purchased the
securities at the inflated prices and later suffered economic losses when the price of the Company’s securities decreased.

The Plaintiffs seek unspecified damages, as well as interest, costs and attorneys’ fees. The Company engaged legal counsel to
consider the claims set forth in the Complaint. The Company intends to defend itself v1gorous1y against and respond to the Complaint
in a timely manner consistent with applicable federal and state laws.

On June 22, 2011, the court ruled on the motions to dismiss filed by the Company and certain of its current and former officers and
directors. The court dismissed all .of Prime Mover’s claims and dismissed all of Strata’s claims except for two breach-of-contract
counts against the Company. All claims against the current and former officers and directors were dismissed. On November 7, 2011,
Plaintiffs filed a motion for leave to amend the Complaint for re-pleading all the securities claims against us and all the relevant
current and/or former officers and directors. On December 15, 2011 the court granted the Plaintiff’s motion to amend the Complaint
and on December 20, 2011 the Plaintiffs filed a second amended Complaint (the “Second Amended Complaint”) which alleged claims
substantially similar to the original claims in the Complaint. The Company and certain current and former officers and directors have
filed a motion to dismiss the Second Amended Complaint on January 23, 2012. As of the date of this report, the court has not ruled on,
our motion to dismiss.

The Plaintiffs seek unspecified damages, as well as interest, costs and attorneys’ fees. The Company intends to defend itself
vigorously against the Second Amended Complaint. As the litigation is at a preliminary stage, it is not possible to predict the likely
outcome of the case or the probable loss, if any, or the continuation of insurance coverage and accordingly, no accrual has been made
for any possible losses in connection with this matter.
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Item 4. [Not Applicable]

PART II

Item 5. Market for Reglstrant’s Commeon Equity, Related Stockholder Maiters and Issuer Repurchases of Equity

Securities
Market Information

Our common stock currently trades on the NYSE Amex under the symbol “BEGT”.

The following table sets forth the high and low closing sale prices of our common stock, as reported by the NYSE Amex, for each
quarter during the past two fiscal years

2011 ‘ ) Low High
Fourth Quarter...........cocoeieeneerosioneecenennns $ 022 §$ 0.31
Third Quarter ............coeccurervennee eereeereaions $ 026 $ 0.35
Second QUATTET ........vuverrirerrrsereenienssieseens $ 026 $ 0.39
First QUarter...........ivueveeereriveereeinenesenenns $ 035 § 0.46
2010 Low High
Fourth Quarter............cccoceveveerivivmeeercierenenens $ 029 § 0.42
Third Quarter ...........ccccoeecurirerereriveeeneennnes $ 022 §$- 0.27
Second QUATLET .......ccoevevevereerrieeenercecrenenen, $ 023 § 0.31
First QUarter.........ccocoeuveveercreurenceesvnernnnnnnes $ 023 § 0.31
Holders of Record

As of March 15, 2012, we had outstanding 119,618,613 shares of common stock, held by approximately 127 shareholders of record.
Dividend Policy '

We have never declared or paid cash dividends on our common stock. We presently intend to retain earnings to finance the operation
and expansion of our business.

Equity Compensation Plan Information

On July 23, 2010, shareholders approved an amendment of our 2008 Stock Incentive Plan (the “2008 Plan”), to increase the number of
common shares authorized for issuance under the plan from 5,000,000 to 10,000,000. The 2008 Plan was adopted by our stockholders
on September 8, 2008. We previously had two other stock options plans, our Amended and Restated 1999 Stock Option Plan and our
Amended and Restated 1999 Directors’ Stock Option Plan, both of which expired in January 2009. However, those options
previously granted under our expired stock option plans which were outstanding as of the plans’ expiration remain outstanding.
Pursuant to the aforementioned plans, as of December 31, 2011, there were. options outstanding to purchase 12,593,234 shares of our
common stock with a weighted average exercise price per share of $0.98 and options avallable for future issuance to purchase 460,607
shares of our common stock.

The followmg table sets foﬂh certain information as of December 31, 2011 about our stock plans under Wh1ch our: equlty securities are
authorized for issuance.

©

Number of Securities

(a) Remaining Available for
Number of Securities (b) Future Issuance Under
to be Issued Upon Weighted-Average Equity Compensation
Exercise of Exercise Price of Plans
Outstanding . "Outstanding (Excluding Securities
Plan Category Options Options Reflected In Column (a))
Equity compensation plans approved by
security holders..........cocevervrevvnverenerereennnns ’ 12,593,234  § 0.98 460,607
Equity compensation plans not approved . :
by security holders..........coueeererereerivenerenas L — — —
Total...oooiiiirieeeeseeee e 12,593,234 § 0.98 460,607
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The first column reflects outstanding stock options to purchase: (i) 4,112,834 shares of common stock pursuant to our Amended and
Restated 1999 Stock Option Plan with an average exercise price of $1.07; (ii) 90,400 shares of common stock pursuant to our
Amended and Restated 1999 Directors’ Stock Option Plan with an average exercise price of $1.71; (iii) 1,990,000 shares of common
stock pursuant to certain non-plan options approved by our stockholders in September 2007 with an average exercise price of $2.9;
and (iv) 6,400,000 shares of common stock pursuant to our 2008 Stock Incentive Plan with an average exercise price of $0.31. The
third column reflects 460,607 shares remaining for issuance under our 2008 Stock Incentive Plan as of December 31, 2011.

In January 2012, our board of directors approved the grant of options to purchase a total of 1,100,000 shares of common stock and
779,220 shares of restricted common stock under our 2008 Plan. As noted above, however, only 460,607 shares of common stock
remained available for issuance pursuant to the 2008 Plan at that time. The grant of the 1,418,613 shares in excess of the share amount
available for issuance under the 2008 Plan was an inadvertent mistake by us without a then present awareness of the share limitations
under the 2008 Plan, and such grant of the excess shares constitutes a breach of the listing rules of the NYSE-Amex which provide
that, subject to limited exceptions, none of which apply in this case, all grants of compensatory securities must be within the number
of securities that reserved for issuance under the relevant stock incentive plan as approved by the shareholders of the listed company.
We voluntarily notified the NYSE-Amex of the excess share grant and the apparent breach of the NYSE-Amex listing rules and
advised the NYSE-Amex that we intend to redress the situation by seeking shareholder approval, at our annual meeting of
shareholders tentatively scheduled for May 2012, of a further amendment to the 2008 Plan to increase the number of shares authorized
for issuance thereunder and shareholder ratification of the grant of the excess shares. In the event our shareholders do not approve the
ratification of the grant of the excess shares under the 2008 Plan, our chief executive officer and certain management team members
are prepared to cancel options and shares held by them totaling 1,418,613 shares to bring us into compliance with the NYSE-Amex
listing rules. Any cancellation of shares and options by our management for purposes of reducing the number of shares granted under
the 2008 Plan to 10 million shares will not preclude our board from issuing an equal amount of shares to such persons in the future,
subject to appropriate sharcholder approval requirements of the NYSE-Amex. As of the date of this report, we have not received any
formal notice from the NYSE-Amex concerning our apparent breach of the NYSE-Amex listing rules and we believe that the NYSE-
Amex intends to defer any action until we have had the opportunity to redress the situation in the manner set forth above.

Item 6. Selected Financial Data

Not applicable.

Item 7. . Management’s Discussion and Analysis of Financial Condition and Results of Operations
OVERVIEW

We intend for this discussion to provide the reader with information that will assist in understanding our financial statements, the
changes in certain key items in those financial statements from year to year, and the primary factors that accounted for those changes,
as well as how certain accounting principles affect our financial statements. The discussion also provides information about the
financial results of the various segments of our business to provide a better understanding of how those segments and their results
affect our financial condition and results of operations as a whole. This discussion should be read in conjunction with our
consolidated financial statements and accompanying notes as of and for the years ended December 31, 2011 and 2010 included
elsewhere in this report. S

While our discussion will include a comparison of operations between the periods in 2011 and 2010, comparison between two periods
are difficult due to the Quasi-Reorganization performed on December 31, 2010 as described in Note 1 of the financial statements. In
particular, because the basis of our long lived assets and intangible assets were revised, depreciation and amortization for the year
ended December 31, 2011 is not comparable to amounts recorded for the year ended December 31, 2010.

Given our plan to develop casino operations in the Indo-China region and the shared common resources of our Dolphin operations, we
reassessed our business components and changed our reporting segments beginning in the fiscal year 2011. We currently conduct
business in two operating segments: (i) gaming, which consists of electronic gaming machine (EGM) participation operations and our
plans to develop and operate casinos and gaming establishments in select emerging markets in Indo-China; and (ii) other products,
which consist of the manufacture and distribution of plastic products, including traditional non-RFID and RFID casino chips and
plaques and other plastic products.

In the fourth quarter of 2008, we began to implement efforts to refocus our business model and streamline our operating structure. We

believe these efforts have led to our substantially improved financial performance, which has culminated in the achievement of record-
high revenue, operating income, net income, and adjusted EBITDA for the year ended December 31, 2011.
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Over the last three years, consolidated revenue has improved by 74%. This was primarily driven by our gaming operations, which
posted revenue growth of 149% over this same period. This top-line growth combined with aggressive cost reductions has resulted in
the achievement of annual net profitability for the first time in our history and the generation of quality recurring adjusted EBITDA,
which reached $11.7 million for the year ended December 31, 2011 compared to $140,000 in year ended December 31, 2009. We
* have also strengthened our balance sheet as we increased cash and cash equivalents to $12.8 million as of December 31, 2011 from
$4.2 million as of December 31, 2009, while we reduced debt to $6.2 million from $9.4 million, respectively.

Old Basis % Change
Years Ended December 31, » From 2009 to
(amounts in thousands, except per unit data) 2011 2010 2009 2011
Total: ‘ ,
REVENUES.......cocvieieiirierireeeeecsee v ceeeereeeseeneans $ 27,129 $ 22,205 $ 15,623 74%
Gross profit/(I0Ss) ....ceveevveerererereresresuerennenns $ 10,204 $ 6,510 $ (2,253) NM
Gross margin percentage..........oeeeerereerenene 38% . 29% (14)%
Operating income/(1088) (2) ..vcvevererreereennnen. $ 847 $ (5,686) $ (27,896) NM
Net income/(108S) ...cvrerrreererecrerrerreereenenns $ 642 $ (5,210) § (26,359) NM
Adjusted EBITDA (1,2)...ccccccovererereeecrennn. $ 11,737 $ 8,350 $ 140 8,284%
Gaming: ;
REVEIUES .....vviivreeeerirreeeee e eeteeeeaeessnesinens $ 17,396 $ 14,312 $ 6,998 149%
Average net win per unit (3) ......ocoeeeereriinnnn $ 140 $ 117 $ 89 57%
Gross profit/(108S) ....cccceveveeveereereevieesneveennens $ 8,817 $ 5,533 $ (4,107) NM
Gross margin percentage.........coovevvererrvnen. 51% 39% (59)% ‘
'Other products:
Revenues........ e oot e et r e e et e et e eaaesaaras $ 9,733 $ 7,893 $ 8,625 . 13%
GTOSS PIOfit..ucveveeiiereesieeresieeneereee e ssnrenees $ 1,387 $ 977 $ 1,854 25)%
Gross margin percentage...........ceeververreenennes 14% 12% 21%
o Old Basis % Change
. December 31, From 2009 to
(amounts in thousands) 2011 2010 2009 2011
Cash and cash equivalents .............c..cceeveuenenne. $ 12,759 § 10,217 $ 4,190 205%
Total debt (4) ...cevvevreerereceeieiecrece e, $ 6,211 $ 9,202 $ 9,393 (34)%

(1) “Adjusted EBITDA” is earnings before interest, taxes, depreciation, amortization, stock-based compensation, and other non-
cash operating income and expenses. Adjusted EBITDA is presented exclusively as a supplemental disclosure because our
management believes that it is widely used to measure. the performance, and as a basis for valuation, of gaming companies. Qur
management uses Adjusted EBITDA as a measure of the operating performance of its segments and to compare the operating
performance of its operations with those of its competitors. We also present Adjusted EBITDA because it is used by some
investors as a way to measure a company’s ability to incur and service debt, make capital expenditures and meet working capital
requirements. Gaming companies have historically reported EBITDA as a supplement to financial measures in accordance with
generally accepted accounting principles in the United States (“GAAP”). Adjusted EBITDA should not be considered as an
alternative to operating income as an indicator of our performance, as an alternative to cash flows from operating activities as a
measure of liquidity, or as an alternative to any other measure determined in accordance with GAAP. Unlike net income/(loss),
Adjusted EBITDA does not include depreciation or interest expense and, therefore, does not reflect current or future capital
expenditures or the cost of capital. We compensate for these limitations by using Adjusted EBITDA as only one of several
comparative tools, together with GAAP measurements, to assist in the evaluation of operating performance. Such GAAP
measurements include operating income, net income, cash flows from operations and cash flow data. We have significant uses
of cash flows, including capital expenditures, interest payments, debt principal repayments, taxes and other non-recurring
charges, which arc not reflected in Adjusted EBITDA. Our calculation of Adjusted EBITDA may be different from the
calculation methods used by other companies and, therefore, comparability may be limited.

(2) Operating loss and adjusted EBITDA for 2010 and 2009 were revised to reflect the reclassification of loss on dispositions of
assets.
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(3) Average net win figures (“WUD”) exclude EGM seats in operation during venues’ soft launch opening periods, if applicable,
and apply.revenue recognized on a cash basis in the calculation of WUD for venues for which revenues are recognized on a cash
basis. During the year ended December 31, 2011, one venue in Cambodia operated during a soft launch with a total of 60 EGM
seats as of December 31, 2011 and one venue in the Philippines recognized revenue on a cash. basis with 70 EGM seats as of
December 31, 2011. Had these seats been included and revenue recognized on an accrual basis, WUD would have been $214 for
Cambodia, $61 for Philippines and $133 for the consolidated average for the year ended December 31, 2011. During the year
ended December 31, 2010, only one venue in Cambodia operated during a soft launch from September 19, 2010 to December
31, 2010 with a total of 10 EGM seats. Consequently, there was no material difference to average WUD figures for the perlod
had these seats been included in the WUD calculation.

(4) Amount represents notes payable to a related party.

Our primary focus is our gaming operations, which presently entail the leasing of EGMs on a revenue sharing basis to gaming
establishments in Cambodia and the Philippines. We identify and secure venues for the placement of EGMs and casino management
systems where warranted, which track game performance and provide statistics on each installed EGM owned and leased by us. We
contract with the venue owners or operators for the placement of the EGMs on a revenue sharing basis. In addition, we acqulre and
install the EGMs and other gaming systems and peripherals at the relevant gaming venues.

As of December 31, 2011, our EGM participation operations were conducted in two countries, Cambodia and the Philippines, and
totaled 1,477 EGM seats in operation in seven venues. In Cambodia, we had a total of 719 EGM seats in operation in two venues. In
the Philippines, we had a total of 758 EGM seats in operation in five venues.

In Cambodia, our EGM participation operations currently focus primarily on operating a substantial portion of the gaming machine
area in prime casino floor locations at NagaWorld, a wholly-owned subsidiary of Hong Kong listed NagaCorp Ltd. (HKSE; 3918).
NagaWorld is Cambodia’s premier luxury destination gaming resort and the only licensed full service casino in a designated area
around the capital city of Phnom Penh. Our gaming operations at NagaWorld, which we jointly operate with NagaWorld, have
provided us strong growth in EGM participation revenue and cash flow. Since our first EGM installations in January 2009 of
approximately 200 seats, we have dramatically grown our machine base at this venue to 670 seats under contract. S

We have also continued to selectively pursue additional EGM participation opportunities. In November 2011, we entered into a
gaming machine participation and management agreement with leading Cambodian hotelier, Sokha Hotels and Resorts, to place up to
250 EGM seats and Jomtly manage these slot operatlons in its new casino resort in a tourist area of the Kampot Province. -The first
phase of the casino resort is expected to open in May 2012, We will initially place 200 EGM seats at the time of the opening and will
ramp up to 250 seats over the subsequent several months. This strategic project expands our gaming operations in the Indo-China
region and is anticipated to contribute to near-term earnings.

In the Philippines, we are beginning to derive benefits from our strategic efforts to improve our operating performance and growth
potential in this market. - These efforts include: implementing, with the support of our veénue owner partners, targeted marketing
programs; the redeployment, when possible, of our gaming assets from lower to higher performing venues in the market; and greater
overall revenue sharing in this market due to our acquisition of a higher revenue sharing interest in one of our most promising venues
in October 2011. As a result, our Philippine operations posted solid growth in average net winh per unit for the year ended December
31,2011 and improvement in gaming revenues for the six-month period ended December 31, 2011 compared to the prior-yeat periods.

With regard to our other products segment we posted marked improvement in sales of our gaming chip and plaques with higher
customer reorders and the addition of new customers in our core markets of Australia and Asia. We attribute this to our targeted
marketing strategies and wide range of product offerings with state of the art security features. With continued focus on marketing and
planned investment in expanding our product offerings and production capacity, we believe we are better positioned to capitalize on
the future growth opportunities for gaming chips and plaques in our target markets. While these efforts are expected to improve
revenue and gross profit for these operations over the long-term, they are not anticipated to minimize the normal fluctuation in
quarterly sales flow of this business segment. ' '

Our consolidated reévenue for the year ended December 31, 2011 was approximately $27.1 million, of which revenue from our gaming
and other products operations comprised 64% and 36%, respectively, of consolidated revenue. This compares to consolidated revenue
of approximately $22.2 million for the year ended December 31, 2010, of which revenue from our gaming and other products
operations comprised 64% and 36%, respectively, of consolidated revenue.

Revenue from our gaming operations for the year ended December 31, 2011 was approximately $17.4 million compared to
approximately $14.3 million in the prior year. Gross margin for the gaming business improved to 51% in the year ended December
31, 2011 compared to 39% in the prior year. Excluding non-cash items such as EGM depreciation, casino contract amortization and
assets impairment of gaming assets, gross margin for the gaming business was 93% for year ended December 31, 2011 compared to
95% in the prior year. The slight decline was primarily due to increased marketing activities, which resulted in higher other operating
costs for the year ended December 31, 2011.
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Based on the solid revenue performance, particularly from our operations at NagaWorld, and our continued efforts to control costs, we
achieved an annual net profit for the first time in our history. In addition, we have demonstrated our ability to generate quality
recurring cash flow from operations. Adjusted EBITDA (as defined below) was approximately $11.7 million for the year ended
December 31, 2011 compared-to approximately $8.4 million in the prior year. Cash flow provided by operations was approximately
$10.2 million for the year ended December 31, 2011 compared to approximately $11.4 million in the ptior year. Excluding a one-off
recoupment of prepaid commitment fees -of approx1mately $4.8 million for the year ended December 31, 2010, there was a significant
increase in cash flow provided from operations of approximately $3.6 million for the year ended December 31, 2011 compared to the
prior year.

Our improved financial performance along with our established market presence provides us a solid foundation from which to expand
our gaming operations in our target markets.

In May 2010, we announced our intention to expand our gaming operations and become an owner and operator of regional casinos
under our “Dreamworld” brand in select emerging gaming markets in the Indo-China region. We believe this expanded business
strategy will allow us the potential for higher long-term incremental returns on our operations given the potential to collect a greater
percentage of the gaming revenue compared to our existing EGM participation contracts. In addition, it prov1des us greater long-term
control over our operations.

Pursuant to this growth strategy, on March 4, 2011, we entered into a shareholders’ agreement with a local partner to form a new
company with the name of “Dreamworld Leisure (Kampot) Limited” (the “new company”) for the development, ownership and
operation of a casino project to be located in the Kampot Province of Cambodia near the Vietnam border (the “Kampot Project™).

The local partner is the owner of a parcel of land measuring approximately 91,000 square feet (8,500 square meters) located in
Southern Cambodia in the Kampot Province near the Vietnam border and the casino, which will be operated under the name
Dreamworld Casino (“Dreamworld Casino (Kampot)”), will be constructed thereon. The initial phase of Dreamworld Casino
(Kampot) is expected to include up to 14 table games, such as baccarat, roulette and dice games, and 25 EGMs and to open by the end
of the third quarter of 2012. Depending on demand and the availability of capital, we may add at a future date additional casino floor
space and equipment as well as complementary facilities such as hotel rooms, a spa and other entertainment amenities.

Under the terms of the shareholders agreement, the new company will apply for its own gaming license and the local partner will lease
to the new company the land for a period of 25 years for an annual fee of $1 and we shall provide funding for all development,
construction and pre-opening costs of the Kampot Project; provide all necessary EGMs and gaming tables to Dreamworld Casino
(Kampot) as well as pay the local partner a flump sum of $260,000 as the balance consideration for his contributions. We and the local
partner will share the net revenue of the new company (the total gross revenue of the casino less any payouts paid to customers,
operating expenses, and gaming and non-gaming taxes on the new company’s revenue) on a 60%/40% basis, respectively.

Based on the current project timeline, we expect to open Dreamworld Casino (Kampot) in the third quarter of 2012.

Capital expenditures for the initial phase of the Kampot Project are projected to be approximately $1.2 million as the EGMs will be
sourced from our ex1st1ng inventory. The Kampot Project is for an initial term of 25 years commencing March 2011 and is subject to
renewal by the parties in writing.

.On May 16, 2011, we announced its plans to enter into a shareholders’ agreement (the “Shareholders’ Agreement”) by one of our
subsidiaries with a Cambodian individual with respect to our participation in a new company with the name of “Dreamworld Leisure
(Pailin) Limited” (“DWP”) for development, ownership and operation of a casino located in the Pa11m Province of Northwestern
Cambodia near the Thailand border (the “Pailin Project”). : :

Under the Shareholders Agreement, the relevant local partner had agreed to lease to DWP certain real property upon which the Pailin
Project is to be developed for an annual fee of $1 and all profits of the Pailin Project were to have been split between us and the
relevant local partner on a 55%/45% basis, respectively. Subsequent to the date of the Shareholders Agreement, we and the local
partner agreed to revise the cooperation structure for the Pailin Project by terminating the Shareholders Agreement and entering into
an Undertaking Agreement and a Lease Agreement, each dated July 12, 2011. Under the Undertaking Agreement and the Lease
Agreement: (a) we will be the sole owner of DWP; (b) the local partner’s profit participation will be reduced from 45% to 20%, and
(c) we will pay-a fair monthly rental to the local partner for the lease of the Pailin Project property.

Based on the most recent venue layout, the Pailin Project is initially intended to include a casino with approximately 30 table games
and 40 EGMs. The initial phase of the casino will be constructed on land owned by the local partner and will be approxnmately 13,000
square feet (1,196 square meters) in size. We have an option to acquire an adjacent property, which could be used in the future to
develop additional phases of the Pailin Project. Such additional phases are intended to include expanded casino operations and
complementary facilities such as hotel rooms, a spa and other entertainment amenities and could expand the footprint of the project to
over approximately 262,000 square feet (approximately 24,356 square meters).
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We commenced construction of the initial phase of the Pailin Project in December 2011. We are responsible for all capital
expenditures relating to Dreamworld Casino (Pailin) and our total capital expenditure for the initial phase of the project is expected to
be approximately $2.4 million and will be funded from internal cash resources. The grand opening of Dreamworld Casino (Pailin) is
scheduled on May 9, 2012.

We continue to actively pursue casino and gaming development projects with a focus on the Indo-China region and are building a
pipeline of potential projects. However, there is no guarantee we will successfully conclude any of these negotiations. In addition, we
own a parcel of land with total area of approximately seven acres (30,000 square meters) in the Takeo Province of Cambodia near the
Vietnam border and were granted in-principle approval to build and open a casino-hotel in the Takeo Province by the Cambodian
government. At the present time, we do not expect to commit significant capital to a hotel-casino project on this land in order to divert
our available capital to certain potential new projects, which we believe will offer greater short- and medium-term return potential.
Our future development plans for this land will be dependent on our available capital and local market conditions at that time.

RESULTS OF OPERATIONS - YEARS ENDED DECEMBER 31, 2011 AND 2010

The following is a schedule showing summarized operating results on-a consolidated basis and separately by each of our two operating
segments, namely, gaming operations and other products for the years ended December 31, 2011 and 2010.

) Old Basis E Increase/(Decrease)
Years Ended December 31, from 2010 to 2011
. , Dollar %
(amounts in thousands, except per share data) 2011 2010 Amount Amount’
Total: : '
REVENUES ..cvvveevereeerereeeiveeeeerssesioiessesesssssosssssssenenns $ 27,129 $ 22205 $ 4,924 22%
GIOSS PIOFIL ..voveicveveereerrieieere e aseessessaraenes $ 10,204 $ 6,510 § 3,694 ) 57%
Gross margin percentage...........oeerereenes ST 38% 29% o
Operating income/(loss) (1) ................................ $ 847 $ (5,686) $ 6,533 " 'NM
Net income/(10SS) ..cuvueierrerieesioivnieterneereeesescieieion. $ 642 $ (5,210) S 5,852 " NM
Adjusted EBITDA (1) » $ 11,737 $ 8350 § " 3,387 o 41%
Basic and diluted earning/(loss) per share .......... $ 0.01 $ (0.05)
Gaming:
© REVENUECS ...vevcereeaerlererenieenesisasessesssesessssonesesonns $ 17,396 $ 14312 §$ 3,084 22%
GIOSS PrOTIt ceverereruriererrireeiececenseeereeeressesseesenene $ 8,817 $ 5533 $ 3,284 ‘ 59%
GIOSS MATZiN PETCENIAZE. ....v.vvereerererenreersesorasenees 51% 39%
Other products:
Revenues............. feveseeesatrsssbe s tereereasebaenirnenes $ 9,733 $ 7893 §$ 1,840 23%
Gross profit ........ccoeereennes ervereerases i s rneed . $ 1,387 $ 977 $ 410 42%

Gross margin percentage........c.coeeeervereenoreennenns 14%| - 12%

(1) Operating loss and adjusted EBITDA foif 2010 were revised to reflect the reclassification of loss on dispositions of assets. -

A reconciliation of EBITDA, as adjusted, to the net profit/(loss) for the years ended December 31, 2011 and 2010 is provided below.

Old Basis

. Years Ended December 31,
(amounts in thousands, except per share data) 2011 : 2010
Net profit/(10ss) — GAAP ..o, aies $ 642 $ . (5210
Interest expense and finance fees.............. ieesveserersnrissbanisansasas FTRURST RSN o : 405 - 411
INEETESE IICOMIEC. ...t iieuerersrrseeesissseseiesenessseseressssnssrsassssessssessases 93) : (92)
Income tax expense/(benefit)........cccomviiiviiinniiniiciinni 51 (665)
Depreciation and amOTtization ..............ceeereeereriesrenseerssssesseeseseisneneans et 7,754 9,395
Stock-based compensation eXpense .................... eeeereeessssiat s s et et ensaes o 1,452 - 887
IMPAirment Of ASSELS ......ivvuverivvierrerreseniesiossssineseseenes evberiesestesaespesassesatreseihaihed ' 1,351 - 3,460
Loss on dispositions of assets ............. rusesenmasossrenissnssssssessasssssinssssininisbass ramerion ~ 175 164
EBITDA, as adjusted () SRR, eereioeens . reveesrsnssersisesstonsedssesasarsasnesesasas - 8 11,737 $ 8,350



(1) Adjusted EBITDA for 2010 was revised to reflect the reclassification of loss on dispositions of assets.

Total revenue increased approximately $4.9 million to approximately $27.1 million for the year ended December 31, 2011 compared
to approximately $22.2 million in the prior year due to an increase in both gaming and other products revenue. Revenue from gaming
increased as a result of higher average net win per machine. Revenue from other products increased as a result of increased orders
from major customers. ' s *

Gross profit increased approximately $3.7 million to approximately $10.2 million for the year ended December 31, 2011 compared: to
approximately $6.5 million in the prior year primarily as a result of higher revenue from gaming and other products operations, with
relatively flat cost of gaming participation expenses in the year ended December 31, 2011 compared to the prior year. :

Operating income increased approximately $6.5 million to approximately $847,000 for the year ended December 31, 2011 compared
to an operating loss of approximately $5.7 million in the prior year primarily due to higher overall gross profit. Net income increased
approximately $5.9 million to approximately $642,000 compared to-a net loss of approximately $5.2 million in the prior year
primarily due to the improvement in operating income.

Gaming Operations

Revenues from our gaming operations currently consist solely of our EGM participation operations.

Old Basis
: Years Ended December 31,
‘(amounts in thousands, except per unit data) 2011 2010
Net revenue to the Company L
Cambodia......ccccoveieveireeer i eeieesarnernsreasnsesarinsbasns $ 13942 | $ ... 10,787
PRIIDPINES ...cecueereesiiiieesieeesiee ettt ea e e eeeeesresss s 3,454 3,525
Consolidated total ........c.o.eevvviviveiiieeeieeeeree e eee e e eseeserees s $ 17,396 $ 14,312
Average net win per unit per day(1) ’ :
Cambodia......cccoeeveeivirrereeeree e ieeererenrrenens $ 232. | § 202
PRALIPPINES ......cvvveerreirecrieinniee ettt sesess e e eee s et sesesesaeeeen $ 63 | $ o 57
Consolidated total .............cocvreeeurerinnererreeiresnreresessssse s i $ 140 | § 117
December 31,
. - 2011 2010
EGM seats in operation : _ , ,
Cambodia........c.oveviiiicc e s 719 680
PhilIPPINES ......cocvmemeeccinciiirtsireie ettt et ‘ ) 758 867
"Consolidated total .............ccouvvveerririreiereeeene. eeeeeesterreesreneaaaaaaas 1,477 1,547

(1) Average net win figures (“WUD”) exclude EGM seats in operation during venues’ soft launch opening periods, if applicable,
- and apply revenue recognized on a cash basis in the calculation of WUD for venues for which revenues are recognized on a cash
basis. During the year ended December 31, 2011, one venue in Cambodia operated during a soft launch with a total of 60 EGM
seats as of December 31, 2011 and one venue in the Philippines recognized revenue on a cash basis with 70 EGM seats as of
December 31, 2011. Had these seats been included and revenue recognized on an accrual basis, WUD would have been $214 for
Cambodia, $61 for Philippines and $133 for the consolidated average for the year ended December 31, 2011. During the year
ended December 31, 2010, only one venue in Cambodia operated during a soft launch from September 19, 2010 to December
31, 2010 with a total of 10 EGM seats. Consequently, there was no material difference to average WUD figures for the period

had these seats been included in the WUD calculation. ' i

Revenue from gaming operations increased approximately $3.1 million to approximately $17.4 million for the year ended December
31,2011 compared to revenue of approximately $14.3 million in the prior year. The increase in revenue was primarily the result of a
higher average net win per machine driven by targeted marketing and machine mix improvements at our NagaWorld operations
compared to the prior year. ‘

Gross profit from gaming operations increased approximately $3.3 million to approximately $8.8 million for the year ended December
31, 2011 compared to a gross profit of approximately $5.5 million in the prior year primarily due to an increase in revenue from our
gaming operations with relatively flat cost of gaming participation expenses compared to the prior year period. Cost of goods sold for
the year ended December 31, 2011 included approximately $4.9 million of depreciation of EGMs, $2.5 million amortization of casino
contracts, $63,000 amortization of other gaming related intangibles, and $1.2 million of other operating costs.
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As of December 31, 2011, we had a total of 1,889 EGM seats of which 412 were held in inventory and 1,477 were in operation. Of
the 1,477 EGM seats in operation, 719 were in operation in two venues in Cambodia and 758 were in operation in five venues in the
Philippines.

December 31,

2011 2010
(amounts in thousands, except machine units) Units Carrying Value Units "~ Carrying Value
EGM:s and systems used in operations...........c..c.c...... 1,477  $ 6,204 1,547 $ 10,266
EGMs and systems held for future use ..........coc........ 412 2,685 492 2,094
Total EGMs and SYStemS ........cc.cceverecveverererenserenerens 1,889 $ 8,889 2039 § 12,360

A large portion our gaming operations income is derived from our EGM participation operations within NagaWorld NagaWorld is a
luxury casino resort in Phnom Penh, Cambodia that operates under an exclusive casino license in a demgnated area-around the capital
of Phnom Penh and is currently the only gaming establishment in this area.

In December 2008, we established a relationship with NagaWorld Limited to plabe EGMs on a participation basis at NagaWorld and
jointly operate those EGMs with NagaWorld. Due to our successful performance, we subsequently amended and expanded our
relationship with NagaWorld and increased our EGM seats under contract in NagaWorld to 670.

Our current operations at NagaWorld are governed under a Machines Operation and Participation Consolidation Agreement dated
December 31, 2009 (the “Consolidation Agreement”), which was subsequently amended on May 25, 2010.

Pursuant to the terms of the original Consolidation Agreement, we and NagaWorld established control over the operation of a total of
640 EGMs, including floor staff and respective audit rights. The number of EGMs under our joint control was increased to 670 by way
of the May 2010 amendment to the Consolidation Agreement. We and NagaWorld share the win per unit per day from all the 670
EGMs and certain operating costs related to marketing and floor staff at a 25% / 75% split, respectively (subject-to our right to receive
100% of the win per unit per day from certain EGMs during a certain period of time as described below) Win per unit per day from
all the 670 EGMs are settled and distributed daily to us. The Consolidation Agreement is for a term of six years commencing March 1,
2010. .

In consideration for entering into the Consolidation Agreement with NagaWorld, we paid to NagaWorld a $1.38 million one-time non-
refundable contract amendment fee and a commitment fee of $4.1 million. Both the one-time contract amendment fee and
commitment fee were to be paid in three installments. The first 50% installment was due and paid by us on December 30, 2009, the
second 25% installment was due and paid by us on January 15, 2010, and the third and final 25% installment was due and paid by us
on January 28, 2010. In connection with the May 2010 amendment, we paid NagaWorld a commitment fee of $1.0 million on June 15,
2010 in consideration of our right to place an additional 30 EGMs under the Consolidation Agreement.

While we and NagaWorld share the win per unit per day from the 670 EGMs at a 25%/75% split, respectively, we were entitled to
100% of the win per unit per day from 230 EGMs until we had received a total accumulated win per unit per day of $6.8 million from
these 230 EGMs (representing the aggregate of the $4.1 million commitment fee paid for under the Consolidation Agreement, the $1.0
million commitment fee under the May 2010 amendment and our 25% share of win per unit per day from these 230 EGMs). We
recelved the total accumulated win per unit per day of $6.8 million from these 230 EGMs by the end of August 2010.

Below is a table showing various agreements with NagaWorld and the respective comn‘ntment fees paid. All commitment fees were
fully recouped by the third quarter of 2010.

Number of Prepaid Commitment

Agreement EGM Seats : Fees (in millions)
December 2008 ........cccoveverivererenvnenerenerenenenas 200 $ —
May 2009 ......ccovvirieenracrrneerenrenre e 40 : 1.00
August 2009 ..o . 200 5.84
Previous Agreements..............oovueveevervenenenns 440 $ 6.84
Consolidation Agreement............cooevveinncne 200 4.10
Supplemental Agreement ..........cccovveeverennene 30 1.00

‘ ] 670 $ 11.94
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In November 2011, the Company entered into a gaming machine participation and management agreement with Sokha Hotels and
Resorts to place 250 EGM seats and jointly manage these slot operations .in its new Thansur Bokor Resort and Casino in the tourist
area of the Bokor Mountains of Cambodia (“Thansur Bokor™). Sokha, a wholly-owned subsidiary of the Cambodian conglomerate
Sokimex, is a leading operator of luxury hotels and resorts in prime locations in Cambodia.

The first phase of Thansur Bokor, which will include over 400 hotel rooms and suites, entertainment parks and amenities, and
convention facilities, is expected to open in May 2012. The Company will have 200 EGM seats in operation at the time of the openi

LUU BV 8€Aals In opdration at tne uime of (e oponing
f 13

Under the terms of the Agreement, Entertainment Gaming Asia will be the exclusive provider of the EGM:s inside the casino on the
ground floor of Thansur Bokor and will jointly manage with Sokha these slot operations. The Company and Sokha will share the
gross win and certain operating expenses on a respective basis of 27/73%. The Company will collect its share of the gross win on a
semi-monthly basis and will settle its share of the operating costs on a monthly basis. The contract duration is five years, commencing
upon the live operation of the slot floor.

In the Philippines, we continue efforts to focus on our most promising venues to improve our overall returns and growth potential in
this market. These efforts include: implementing, with the support of our venue owner partners, targeted marketing programs and the
redeployment, when possible, of our gaming assets from lower to higher performing venues in the market. On April:30, 2011, one of
our venues under contract in the Philippines with approximately 120 EGM seats was closed. We have redeployed a portion of these
gaming assets to be used in our operations in Cambodia and are working to deploy the remainder to other higher-potential venues in
the Philippines. Given the fact that this closed venue was an underperforming venue for us, there was no material negative impact to
our gaming revenue as a whole. ’

On October 21, 2011, and as described more fully above, we entered into an agreement to increase our share of the revenue and
control over the promotion and marketing strategies for our participation business at the San Pedro VIP Club, one of our existing
participation venues in the Philippines. Under the terms of the agreement, we work directly with the government operator PAGCOR
and we have increased our revenue share from 17% to 35% and shared in certain operating costs. The cash consideration for the
agreement payable by us was Philippine pesos 55 million (equivalent to approximately $1.3 million), which was furided from our
internal cash resources. We also agreed to pay cash expenses to the Proponent of approximately Philippines pesos 2.9 million
(equivalent to approximately $67,000) and waived net receivables from the Proponent of approximately Philippine pesos 3.5 million
(equivalent to approximately $82,000). Thus, the total consideration amount agreed by us pursuant to the transaction is approximately
Ph111pp1ne pesos 61.4 million (equivalent to approximately $1.4 mllhon)

We will selectively pursue additional EGM participation contracts in our target markets. Total company-wide EGM placements can
fluctuate due to our strategic efforts to optimize average daily net wins. ‘In the event that the EGM performance at our contracted
venues does not meet our original expectations, and to the extent that this is legally permitted under the terms of the relevant
participation contracts, we may discuss with the relevant venue owners for withdrawing all or a portion of our EGMs from such
venues for future redeployment in new or ex1st1ng venues with better performance prospects.

Other Products

Revenue from other products increased approximately $1.8 million to approximately $9.7 million for the year ended December 31,
2011 compared to approximately $7.9 million in the prior year. Other products revenue for the year ended December 31, 2011
consisted of approximately $7.7 million in non—gammg product sales and $2.0 million in gaming chip and plaque sales compared to
$6.6 million and $1.3 million, respectively, in the prior year. The consolidated increase was mainly a result of an increase in sales to
our non-gaming customers as they increased their production for the year ended December 31, 2011,

Gross profit on other products increased approximately $410,000 to $1.4 million in the year ended December 31, 2011 compared to
approximately $977,000 in the prior year due to higher sales and production volumes and improved production efficiencies.
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Operating Expenses

The following is a schedule showing expenses on a consolidated basis:

Old Basis Increase/(Decrease)
Years Ended December 31, from 2010 to 2011
: %o
(amounts in thousands) 2011 2010 Dollar Amount Amount
Selling, general and administrative............. $ 5,880 | $ 5880 § — —
Stock-based compensation expense............ 1,452 ' 887 565 64%
Impairment of assets .........cccceceeeeceicneneene 1,351 3,460 (2,109) 61)%
Loss on dispositions of assets ..........c..c.c.... 175 164 11 7%
Product development expenses.................... ) 386 610 (224) (BN%
Depreciation and amortization.................... 113 885 ’ (772) &N%
Restructuring charges...........ccoevevevrverrrrennnn. o — 310 (310) (100)%
Total (1) cevereerercrernririecr et $ 9357 | § 12,196 § (2,839) (23)%

(1) 2010 total operating expenses were revised to reflect the reclassification of loss on dispositions of assets.
Selling, General and Administrative Expenses

Selling, general and administrative expenses remained steady at approximately $5.9 million for the years ended December 31, 2011
and 2010. Legal expense and external consultancy and accounting fees decreased approximately $366,000 primarily due to
management efforts to reduce legal consultancy services. Travelling, meetings, advertising, utilities, printing, shipping and other
operating expenses decreased by approximately $355,000 due to various cost reduction initiatives. However, salaries and wages
expense and sales commissions increased approximately $133,000 as a result of more other products sales. Investor relations expense
increased $114,000 mainly due to increased listing fees and higher related third-party services fees primarily related to an increase in
the number of SEC filings and communications with the market. Bad debt expense increased by approximately $34,000 primarily
related to an operating venue in Philippines where revenue collection was not reasonably assured. Rent, supplies, insurance, training,
and other expenses increased approximately $440,000 primarily as a result of incorporation of new entities and various business taxes.

Stock-based Compensation Expense

Stock-based compensation expense increased approximately $565,000 to approximately $1.5 million for the year ended December 31,
2011 compared to approximately $887,000 in the prior year primarily due to performance stock grants to directors and senior
management during the year ended December 31, 2011.

Impairment of Goodwill, Intangibles and Other Long-Lived Assets

As a result of “fresh-start” reporting, the asset carrying values of intangible assets were adjusted to a new cost basis and the
accumulated amortization was also removed to adjust the basis as of December 31, 2010. Intangible assets consist of patents,
trademarks, gaming operation agreement, casino contracts and goodwill. They are amortized, except for goodwill, on the straight-line
basis over the period of time the asset is expected to contribute directly or indirectly to future cash flows, which range from 4 to
9 years. The straight-line amortization method is utilized because we believe there is not a more reliably determinable method of
reflecting the pattern in which the economic benefits of the intangible assets are consumed or otherwise used up.

We measure and test goodwill for impairment in accordance with ASC 350 Intangzbles — Goodwill and Other, at least annually on
December 31, or more often if there are indications of impairment.

We measure and test finite-lived intangibles for impairment in accordance with ASC 360, Property, Plant and Equipment when there
are indicators of impairment.

During the year ended December 31, 2011, no impairment was fequired for goodwill and other intangibles based on the impairment
analysis conducted on December 31, 2011 which showed no indicators of impairment on those assets.

During the year ended December 31, 2010, as a result of our annual impairment review, we recorded a $2.4 million write-down of

goodwill and intangible assets associated with our Dolphin operations .in Australia as the current carrying value of the assets was
higher than the expected value of the projected future cash flows.
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The following table summarizes the impairment of goodwill and intangible assets:

Old Basis Increase/(Decrease)
Years Ended December 31, from 2010 to 2011
%
(amounts in th ds) 2011 2010 Dollar Amount Amount
PAIEIES . ©eooovvooosooeoeoeeceoer oo eeeee st $ —1's 1,176 8 (1,176 (100)%
Trademarks and trade names ...................... — 270 (270) (100)%
Customer relationships..........cccoeveeveevvreennes — 877 877) (100)%
GoodWill ..o, e e se e eneeneens _ 84 (84) (100)%
g X DO $ — | 8 2407 $ (2,407) (100)%

Long-lived assets are reviewed for impairment when there are indicators of impairment in accordance with ASC 360 Property, Plant
and Equipment. We evaluate recoverability of assets to be held and used by comparing the carrying amount of an asset to future net
undiscounted cash flows to be generated by the asset. If such assets are considered to be impaired, the impairment to be recognized is
measured as the amount by which the carrying amount of the assets exceeds the fair value of the assets. Such reviews assess the fair
value of the assets based upon our estimates of the future cash flows we expect the assets to generate. In response to changes in
industry and market conditions, we may be required to strategically realign our resources in the future which, in turn, could result in
impairments of long-lived assets.

For the year ended December 31, 2011, we recorded an impairment charge of approximately $1.4 million primarily related to the
write-off of non-performing gaming assets.

For the year ended December 31, 2010, we recorded an impairment charge of approximately $665,000 in relation to property and
equipment of our Dolphin operations in Australia. We also recorded an impairment of approximately $388,000 mainly due to the
write-off of gaming assets primarily related to the closure of a non-performing venue during the year and write- down of certain EGMs
held for sale to zero values. : '

The following table reflects the components of the impairment of long-lived assets included in the consolidated. statement of
operations:

Old Basis
Years Ended December 31,

(amounts in millions) 2011 ] 2010
Non-performing EGMs............ et enernanes $ 13 1% —
Australia operations ........c.cccevveeeecreernceinne. — 0.7

1.3 7 0.7
Write-off of other gaming assets................. 0.1 0.4
Total impairment charges ...........o.coeeevernas $ 14 | § 1.1

Loss on Dispositions of Assets

Loss ot disposition of assets increased approximately $11,000 to approximately $175,000 for the year ended December 31, 2011
compared to a loss of approximately $164,000 in the prior year primarily as a result of more disposals of unused fixed assets during
the year ended December 31, 2011.

Product Development Expenses
Product development expenses decreased approximately $224,000 to approximately $386,000 for the year ended December 31, 2011
compared to approximately $610,000 in the prior year. The decrease was primarily a result of stabilized new product development

activities for the other products division, specifically in respect of gaming chips and plaques during the year ended December 31,
2011.

Depreciation and Amortization Expenses
Depreciation and amortization expenses decreased appr0x1mately $772,000 to approximately $113,000 for the year ended

December 31, 2011 compared to approximately $885,000 in the prior year. The decrease was primarily a result of the reduction in the
value of ﬁnlte lived intangibles by approximately $2.3 million following the impairment charges recorded in December 2010.
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Depreciation and amortization expenses for the years ended December 31, 2011 and 2010.were not comparable as a result of the
Quasi-Reorganization conducted as at December 31, 2010.

Restructuring Charges

During the year ended December 31, 2011, we incurred no restructuring charges. During the year ended December 31, 2010, we
incurred restructuring charges of approximately $310, OOO for severance wages and benefits related to the termination of employees.

Other Income/(Expense)
. Old Basis Increase/(Decrease)
Years Ended December 31, from 2010 to 2011
‘ Dollar %

(amounts in thousands) 2011 . 2010 Amount iy . Amount
Interest expense and finance fees................ $ (405) “411) $ .6 )%
Interest INCOME........cccriveerervereerereerereerserensenes 93 92 1 1%
Foreign currency losses [CIORE 72y (22) 31%
Other .....ccovevreeiunenemmenmprenssenns Vibgessaniarenase : .. 252 . 202 L 50 : 25%

(189) § ' 35 ' (19)%

Total other expenses (1) ..... vestasadherivisenshaseres 3 . (154)

(1) 2010 total other expenses were revised to reflect the reclassification of loss on dispositions of assets.
Interest Expense and Finance Fees

Interest expense and ﬁnance fees decreased approximately $6,000 to approx1mately $405,000 for the year ended December 31, 2011
compared to approximately $411,000.in the prior year primarily due to the reduced notes payable to-a related party as principal
repayments began in July 2011.

Interest Income

Interest income increased approximately $1 000 to approximately $93 000 for the year ended December 31, 2011 compared to
approximately $92,000 in the prior year primarily as a result of higher average cash balances at bank, net of a lower interest income
charged on overdue amounts receivables as a result of improved collections.

Foreign Currency Transactions

Forergn currency losses 1ncreased approx1mately $22,000 to $94,000 for the year ended December 31, 2011 compared to losses-of
approximately $72,000 for the prior year primarily due to the appreciating value of United States dollar denominated payables from
our Hong Kong and Philippines operations, whose functional currency are the Hong Kong dollar and Philippine peso, respectively.

Other

Other income increased approximately $SO 000 to approximately $252,000 for the year ended December 31, 2011 compared to
approximately $202,000 in the prior year primarily due to a net increase in grants received from the Austrahan govemment related to
the other products division, spec1ﬁcally in respect of the automotive components ‘

Income Tax Provlsmn

Effective tax rates for the years ended December 31, 2011 and 2010 were approximately 7.4% and 11.3%, respectively. During the
year ended December 31, 2011, we also renewed tax incentive arrangement for our Cambodia operations in February 2011. The tax
arrangement was effective for the period January 1, 2011 through December 31, 2011. Under this tax arrangement, we are required to
pay only a fixed obligation tax to the Cambodia government instead of paying income tax based on the profits of our Cambodia
operations. The fixed obligation tax paid durmg the year ended December 31, 2011 was class1ﬁed as other taxes under selling, general
and administrative expenses. ‘

The fixed obllgatlon tax arrangement is subject to annual renewal and negotiation. Nevertheless, we have also obtained a similar tax
arrangement for the year endmg December 31, 2012 in January 2012. '
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During the year ended December 31, 2010, we recorded a one-time tax benefit of approximately $775, 000 in relation to the release of
deferred tax liabilities due to 1mpa1rment of assets and discharge of potential tax exposures following the dereglstratlon of a foreign
sub51d1ary \ ,

We wnll continue to review the treatment of tax losses and income generated in the future by our foreign sub51d1ar1es to minimize
taxation implication/costs. v

Old Basis Increase/(Decrease)

Years Ended December 31, from 2010 to 2011
Dollar %
2011 2010 Amount - Amount .
Income tax (expense)/beneﬁt ...................... § G| $ . 665 $ (716) NM

FINANCIAL CONDITION
quuuhty and Capital Resources

As of December 31, 2011, we had total cash and cash equivalents of approximately $12.8 million and workmg capltal of
approximately $7.8 million. Our cash and working capital during the year ended December 31, 2011 was positively 1mpacted by the
cash received from our operations at NagaWorld but was negatively impacted by the purchase of EGMs for our gaming operations,
including a portion of the. EGMs needed for our participation and management contract with Sokha Hotels and. Resorts (“Sokha
Agreement”), the repayment of approximately $3.4 million in principal and interest .on the promissory note.issued to.EGT
Entertainment Holding and expenses associated with our casino development projects.

From January 1, 2012 to the date of this filing, our working capital position has been positively impacted by cash received from our .
operations at NagaWorld partly offset by the repayment of approximately $1.6 million in principal and interest on the promissory note
issued to EGT Entertainment Holdmg, the payment of approximately $300,000 related to the Sokha Agreement and approxrmately $1
mlllron associated with our casino development projects.

As part of our growth strategy for our gammg operatrons we 1ntend to-incur m1t1al plannmg and constructlon costs related to.our
casino and gaming development plans. ‘In addition, we expect to purchase EGMs to supplement existing inventory and source future
targeted deployment plans. Our -current casino-and gamlng development plans for the remainder of 2012 include the Kampot: and
Pailin Projects. v . S S .

We expect the initial phase of the Kampot Project, which includes the construction, purchase of gaming equipment and initial working
capital needs, will require a total expenditure of approxrmately $1.2 million. This does not include the cost of EGMs as they will be
sourced from our existing inventory. We expect the initial phase of the Pailin Project, which includes the construction, purchase of
gammg equipment and initial workmg capital needs, will requlre total expenditure of approx1mately $2.4 million. - : :
We are also currently in d1scuss10ns on other srgnlﬁcant new gammg proJects however there is no guarantee we w111 successfully
conclude these negotiations.

We presently expect that our capital expenditures for the remainder of 2012 based on our current contractual commitments will be
approximately $4.0 million to $5.0 million exclusive of the approximately $6.4 million of loan principal and interest to be repaid to
EGT Entertainment Holding during 2012. This includes approximately: $1.2 million to $1.5 million for the development of our
Kampot and Pailin Projects; approximately $1.5 to $2.0 million for EGM purchases, upgrades, and general maintenance; and
approx1mately $1.3t0 $1.5 m11110n for the expansion and enhancement of our Dolphin manufacturing plant for our gamlng chlps and
plaqucs

W‘e anticipate our available working capital, along with cash expected to be generated from operations, will allow us to meet our
capital expenditures for our Kampot and Pailin Projects, the purchase of EGMs, the expansion and enhancement of Dolphin
manufacturing plant and repayments under the promlssory note 1ssued to EGT Entertamment Holdmg for the remainder of 2012.

As noted above however, we are currently pursuing additional casino and gaming pro_]ects While there is no guarantee we Wlll
successfully conclude these negotiations, if we were to secure one or more of these projects our capital expenditures for the remainder
of 2012 would increase beyond the $4.0 million to $5.0 million currently contemplated. At this time, we are unable to predict the
amount of additional caprtal expenditures that could be required-in 2012 for these potential projects. Where possible, we intend to fund
our casino and gaming prOJects from our cash flow from operations and cash on hand. Further, we will seek to structure the
development of these projects in phases to better control and pace the related expenditure of capital. However, should we commit to
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large projects or to the concurrent development of multiple casinos and gaming projects, we may need to acquire additional capital.
We would endeavor to obtain any required additional capital from various financing sources including commercial debt financing and
the sale of our debt or equity securities. However, there are no commitments or arrangements in place as of the date of this report for
our receipt of additional capital and there is no assurance we will be able to acquire additional capital if, and when, needed on
commercially reasonable terms or at all.

Cash Flow Summaries

Old Basis
: Years Ended December 31, Increase/(Decrease)

(amounts in thousands) ) 2011 2010 from 2010 to 2011
Cash provided by/ (used in): v ' '

OPETALIONS......overrrrerieerierseeestersseressssesesessstesasseseresessesesesasessssesesases $ 10,249 | $ 11,449 § (1,200)

INVESHIIE .ovvvviiieiereetrir ettt seaeseens (4,670) (5,287) . ’ +617

FINANCING .....ooviireiiinireiicnneesiriereensreereesaesesesesesnssssssssessesnsanes (3,106) (171) (2,935)

Effect of exchange rate changes on cash..........o.covvvevererereicennnnnns 69 .36 G 33
Net increase in cash and cash equivalents.............ccoeeeevrevereerernreennne 3 2,542 | % 6,027 § - (3,485)
Operatmg

Cash provrded by operatrons was approxrmately $10.2 million for the year ended Deceniber 31,2011 compared -with cash prov1ded by
operations of approximately $11.4 million in the prior year. Excluding"a- one-off recoupment of prepard commitment fees of
approximately $4.8 million during the year ended December 31, 2010, there was a significant increase in cash flow provided from
operations of approximately $3.6 million for the year ended December 31, 2011 as compared to the same period in the prior year
pnmanly due to an 1mprovernent in net income. :

kInvestmg

Cash used in investing activities was approximately $4.7 million for the year ended December 31, 2011 compared to cash used in
investing activities of approximately $5.3 million in the prior year. The decrease in:cash used in investing activities was a result of
the purchase ‘of fewer EGMs and related systems during the year ended December 31, 2011 compared to the prior year when we
purchased EGMs for our expansion at NagaWorld as well ‘as land in the Takeo Province of Cambodia for our future casino
development plans, net of increase in investing activities primarily due to additional revenue sharing acquired at San Pedro VIP club
and plant and machinery purchased for the operation in Australia.

Financing
Cash used in financing activities was approximately $3.1 million for the year ended December 31, 2011 compared with cash used in
financing activities of approximately $171,000 in the prior year. The increase was primarily a result of repayments of the notes

payable to EGT Entertainment Holding (see Note 12), as principal repayments began in July 2011.

Financial Condition

; _Yesrs Ended December 31, ..+ Increase/(Decrease)

(amounts in thousands) . ) o . ) 2011 ‘ ) 2010 from 2010 to 2011

Total aSSets......cvererrurerseceunnes reereeeraserase e nieens sesesssssdssrssasnaisarssatssons - $ . 44104 § 44,059 $ . 45
Total liabilities .........cccovrvvrvecrevreecreeneene R ettt - (11,592) (13,737) 2,145
Total stockholders’ equity................. SR SO $ 32,512 °$ 30,322 $ 2,190

Changes from December 31 2010 to December 31,2011 were pnmanly due to.the followmg . ;

. Cash 1ncreased approx1mate1y $2. 5 mllhon pnmarlly due to the s1gmﬁcant 1mprovement in operatlng income before
depreciation and amortization, net of principal repayments and capital spendmgs On our new casino development prOJects and
acquisition of additional revenue share at San Pedro VIP Club. :

‘. Inventory increased due to purchases of raw materials for the gammg chlps and plaques busmess and additional spare parts
mventory for the EGM partlcipatlon business. : : : .
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. EGMs and gaming systems decreased primarily due to impairment charges of approximately $1.4 million provided at the 2011
: year end and deprecratlon charges incurred dunng the year ended December, 2011.

. Property and equlpment 1ncreased primarily due to capltal expendltures assocrated Wlth our new casino development projects.

. Goodwill and other gaming related 1ntang1b1es were newly recogmzed as.a result of the acqulsmon of additional revenue share
~ at the San Pedro VIP club.. :

. Notes payable to a related party decreased primarily as principal repayments started in July 2011.
Contractual Cash Obligations .

Our contractual cash obligations under debt agreements, capital leases and operatmg leases mcludmg 1nterest payments for the next
five years as of December 31, 2011 were as follows . v

Payments Due by Period

(amounts in thousands) . L ____Total 1Year 2-3Years . __4-5Years After S Years
Debt agreements .............c........ T ereeinesans $ 6211 $ 6211 8 = — § = — 8§ -
Capital 1€aSes .......coreverereerrecrecrenn, rerseenseseaseeene - 322, 322 ===
OPETAting 1EaSES ...cvvvvuerereersnivesscersaresssarasenrasens . 2,598 119 759. . 120 940
INtEIESt EXPENSE. ....vovviverersrrrserseersenssesssensessessene 13 . 13 — =

U S 3 9144 $ 7325 $§ 759 $ 120 $ 940

CRITICAL ACCOUNTING POLICIES AND ESTIMATES'

Our consolidated financial statements were prepared-in conformity with accounting principles generally accepted in the United States.
Accordingly, we are required to make estimates incorporating judgments and assumptions we believe are reasonable based on our
historical experience, contract terms, observance of known trends in our Company and the industry as a whole, as well as information
available from other outside sources. Our estimates affect amounts recorded in the financial statements and actual:results may differ
from initial estimates. ‘

We consider the followmg accounting estimates to be the most cntlcal to fully understandmg and evaluating our reported ﬁnanc1al
results. They require us to make subjective or complex judgments about matters that are inherently uncertain or variable. Senior
management have discussed the development, selection and disclosure of the following accounting estimates, . particularly those
considered most sensitive to changes from external factors, with the aud1t commrttee of our board of directors.

Quasi-Reorganization

We effected an elective. accounting Quasi-Reorganization as of December 31, 2010, which eliminated our accumulated deficit in
retained earning against additional paid-in-capital. The consolidated -balance sheet as of December 31, 2010 .gives effect to
adjustments to fair value of assets and liabilities that are necessary when adoptmg “fresh-start” reportmg Asa result the consohdated
statement of operations for 2011 is not comparable with-2010. ‘ : S

Allowance for Doubtful Accounts Receivable

At December 31, 2011, we had net accounts receivable of $2.7 million, representing 6.1% of our total assets. We specifically analyze
the collectability of each account based upon the age of the account, the customer’s financial condition, collection history and any
other known information, and we provide specific allowance to aged account balances. Revenue is recognized on-a cash basis for
customers with doubtful accounts receivable. Our allowance for. doubtful accounts receivable was approxrmately $39,000. and $NIL as
of December 31, 2011 and 2010, respectively. :

Inventory
The determination of obsolete or excess inventory requires us to estimate :the future demand for our products within specific time
horizons, generally one year or less. If we experience a signiﬁcant unexpected decrease in demand for our products or a higher

occurrence of mventory obsolescence because of changes in technology or customer requirements, we could be required to increase
our inventory provisions.



Electronic Gaming Machines (EGMs) and Systems, Property and Equipment and Assets Held for Sale

At December 31, 2011, we had EGMs and systems, property and equipment and assets held for sale of $11.5 million, representing

26% of our total assets. We depreciate EGMs and systems, property and equipment on a straight-line basis over their estimated useful
lives. The estimated useful lives are based on the nature of the assets as well as the current operating strategy and legal considerations
such as contractual life. Future events, such- as: property  expansions, property developments,:trends in market demand, new
competition, or technology obsolescence, could result in a change in the manner in which we use certain assets and require a change in
the estimated useful lives of such assets.

For assets to be held and used, they are reviewed for impairment whenever indicators of impairment exist. If an indicator of
impairment exists, we first group assets at the lowest level for which identifiable cash flows are largely independent of the cash flows
of other assets and liabilities (the “asset group™). Secondly, we estimate the undiscounted future cash flows that are directly associated
with and expected to arise from the use and eventual disposition of such asset group.-If the undiscounted cash flows exceed the
carrying value, no impairment is indicated. If the undiscounted cash flows do not exceed:the carrying value, then an impairment is
measured based on fair value compared to carrying value, with fair value typically based on a discounted cash flow model.

To estimate the undiscounted cash flows of an asset group, we consider potential cash flows scenarios based on management’s
estimates given current conditions. Determining the recoverability of our asset groups is judgmental in nature and requires the use of
significant estimates and assumptions, including estimated cash flows, growth rates and future market conditions, among others.
Future changes to our estimates and assumptions based upon changes in macro-economic factors, regulatory environments, operating
results or management’s intentions may result in future changes to the recoverability of the asset group.

For assets to be held for sale, they are measured at the lower of their carrying amount or fair value less cost to sell. Losses are
recognized for any initial or subsequent write-down to fair value less' cost to sell, while' gains are recognized for any subsequent
increase in fair value less cost to sell, but not in excess of the cumulative loss previously recognized. Any gains or losses not
previously recognizéd that result from the sale -of assets shall be recognized at the date: of sale. Assets are not depreciated while
class1ﬁed as held forsale.: .. . LT ; ,

Intangible Assets including Goodwill and Casino Contracts

At December 31, 2011, we had 1ntang1ble assets, 1nclud1ng goodwﬂl and casino contracts of $11.9 million, representlng 27% of our
»total assets: - B :

Goodwﬂl ‘is not: subject to. amortization and is: tested for unpalrment and recoverability annually or more frequently if events or
circumstances indicate that the assets might be impaired. The impairment test consists of a comparison of its fair value with its
carrying amount. If the carrying amount is not recoverable and exceeds its fair value, an impairment will be recognized in an amount
equal to that excess. If its carrying amount does not exceed the fair value, no impairment is recognized

Finite-lived- intangible assets, including. casino contracts are amortized on a straight-line basis over their estimated useful lives. The
estimated useful lives are based on the nature of the assets as well as legal considerations such as contractual life. Future events, such
as technology obsolescence could result in a’change in the manner in which we use the assets and require a change in the estimated
useful lives of such assets. Finite-lived intangible assets, including casino contracts are tested for impairment and recoverability when
there are indicators of impairment. The impairment test consists of a comparison of its fair value with its carrying amount. If the
carrying amount is not recoverable and exceeds its fair value, an impairment will be recognized in an ‘amount equal to that excess. If
its carrymg amount does not exceed the falr value, no 1mpa1rment is recogmzed

At December 31 2011 we-had casino contracts and' gaming operatmg agreement of $11.5 nulhon representmg 96% of our total
intangible assets:. The falr value of our casino contracts and gaming operation agreement was estimated using a form of the income
approach known as the excess earnings. method; excess earnings ‘were discounted to present value at rates commensurate with our
capital structure and the prevailing borrowing rates within the industry in general. Determining the fair value of the casino contracts
and gaming operation agreement is judgmental in nature and requires the use of significant estimates and assumptions, including
revenue, operating expenses, growth rates, discount rates and future market conditions, among others. Future changes to our estimates
and assumptions based upon changes in macro-economic factors, operating results or management’s intentions may result in future
changes to the falr value of the cas1no contracts and gammg cperat1on agreement ~
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‘Stock-Based Compensation

We apply ASC 718, Compensation-Stock Compensation, to account for stock-based compensation. Under the fair value recognition
provisions of ASC 718, we recognize stock-based compensation expense for all service-based awards to employees and non-employee
directors with graded vesting schedules on the straight-line basis over the requisite service period for the entire award. Estimates are
revised if subsequent information indicates that forfeitures..will differ from previous estimates, and the cumulative effect on
compensation costs of a change in the estimated forfeitures is recognized in the period of the change. For non-employee awards, we
remeasure compensation costs each period until the service condition is complete and recognize compensation costs on the straight-
line basis over the requisite service period. Option valuation models require the input of highly subjective assumptions, and changes
in the assumptions used can materially affect the fair value estimate. Judgment is required in estimating stock price volatility,
forfeiture rates, expected dividends, and expected terms that options remain outstanding. For restricted stock awards with performance
conditions, the Company evaluates if performance conditions are probable in each reporting period. The compensation expense of
restricted awards isrecognized ratably over the implicit service period if achieving performance conditions is probable. Initial accruals
of compensation expense are based on the estimated number of shares for which requisite service is expected to be rendered.

Stock-based compensation expense totaled approximately $1.5 million and $887,000 for the years ended December 31, 2011 and
2010, respectlvely, in the accompanying consolidated statements of operations.

Income Taxes

We are subject to income taxes in the U.S. (including federal and state) and several foreign jurisdictions in which we operate. We
record income taxes under the asset and liability method, whereby deferred tax assets and liabilities are recognized based on the future
tax consequences atiributable to temporary differences between the financial statement carrying amounts: of existing assets. and
liabilities and their respective tax bases, and attributable to.operating loss and tax credit carryforwards. Accounting standards
regarding income taxes requires a reduction of the carrying amounts of deferred tax assets by a valuation allowance, if based on the
available evidence, it is “more-likely-than-not” that such assets will not be realized. Accordingly, the need to establish valuation
allowances for deferred tax assets is assessed at each reporting period based on a “more-likely-than-not” realization threshold. This
assessment considers, among other matters, the nature, frequency and severity of current and cumulative losses, forecasts of future
profitability, the duration of statutory carryforward periods, our experience with operating loss and tax credit carryforwards not
expiring, and implementation of tax planning strategies.

We recorded a valuation allowance on the net deferred tax assets of $63.0 million and $65.9 million, as of December 31, 2011 and
2010, respectively. Management will reassess the realization of deferred tax assets based on the applicable accounting standards for
income taxes each reporting period and consider the scheduled reversal of deferred tax liabilities, sources of taxable income-and tax
planning strategies. To the extent that the financial results of these operations improve and it becomes “more-likely-than-not” that the
deferred tax assets are realizable, we will be able to reduce the valuation allowance.

Significant judgment is required in evaluating our tax positions and determining our provision for income taxes. During the ordinary
course of business, there are many transactions for which the tax treatment is uncertain. Accounting standards regarding uncertainty in
income taxes provides a two-step approach to recognizing and measuring uncertain tax positions. The first step is to evaluate the tax
position for recognition by determining if the weight of available evidence indicates it is “more-likely-than-not” that the position will
be sustained on audit, including resolution of related appeals or litigation processes, if any. The second step is-to measure the tax
benefit as the largest amount which is more than 50% likely, based solely on the technical merits, of being sustained on examinations.
We consider many factors when evaluating and estimating our tax positions and tax benefits, which may require periodic adjustments
and which may not accurately anticipate actual outcomes. We recognize interest and penalties, if any, related to unrecognized tax
benefits in the provision of income taxes in the statement of operations.

Recently Issued Accounting Standards

In December 2011, the FASB issued ASU 2011-12, Deferral of the Effective Date for Amendments to the Presentation of
Reclassification of Items Qut of Accumulated Other Comprehensive Income in ASU 2011-05. This Update defers the requirement in
ASU 2011-05, Presentation of Comprehensive Income, that companies present reclassification adjustments for each component of
accumulated other comprehensive income (AOCI) in both net income and other comprehensive income (OCI) in the face of the
financial statements. This Update is effective for fiscal years and interim periods within those years beginning after December 15,
2011 for public companies. Early adoption is permitted but the Company will not adopt early

In September 2011, the FASB issued ASU 2011-08 Testing Goodwill for Impazrment (ASC Toplc 350, Intangzbles — Goodwill and
Other). The amendments in the Update penmt an entity to first assess qualitative factors to determine whether it is more likely than
not that the fair value of a reporting unit is less than its carrying amount as a basis for determining whether it is necessary to perform
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the two-step goodwill impairment test described in Topic 350. The more-likely-than-not threshold is defined as having a likelihood of
more than 50 percent. The amendments do not change the current guidance for testing other indefinite lived intangible assets for
impairment. The amendments are effective for annual and interim goodwill impairment tests performed for fiscal years beginning after
December 15, 2011.

In June 2011, the FASB issued ASU 2011-05, Presentation of Comprehensive Income, (ASC Topic 220, Comprehensive Income). In
this Update an entity has the option to present the total of comprehensive income, the components of net income, and the components
of other comprehensive income either in a single continuous statement of comprehensive income or in two separate but consecutive
statements. In both choices, an entity is required to present each component of net income along with total net income, each
component of other comprehensive income along with a total for other comprehensive income, and a total amount for comprehensive
income.. This Update eliminates the option to present the components of other comprehensive income. as part of the statement of
changes in stockholders’ equity. The amendments in this Update do not change the items that must be reported in other comprehensive
income or when an item of other comprehensive income must be reclassified to net income. The amendments in this Update should be
effective for public entities as of the beginning of a fiscal reporting year, and interim periods within that year, that begins after
December 15, 2011. Early adoption of the amendments is permitted. The Company is currently evaluating for application in its 2012
financial statements, but given the relative immateriality of the Company’s other comprehensive income, it does not have a significant
impact on its overall financial statement presentation. .

In May 2011, the FASB issued ASU 2011-04, Amendments to Achieve Common Fair Value Measurement and Disclosure
Requirements in US GAAP. and IFRS, (ASC Topic 820, Fair Value Measurements and Disclosures). This Update results in common
principles and requirements for measuring; fair value and for disclosing information about fair value measurements in accordance with
U.S. GAAP and IFRSs. Consequently, the amendments change the wording used to describe many of the requirements in U.S. GAAP
for measuring fair value and for disclosing information about fair value measurements. For many of the requirements, the FASB does
not intend for the amendments in this Update to result in a change in the application of the requirements in Topic 820. Some of the
amendments clarify the FASB’s intent about the application of existing fair value measurement requirements. ‘Other amendments
change a particular principle or requirement for measuring fair value or for disclosing information about fair value measurements. For
public entities, the amendments are effective during interim and annual periods beginning after December 15, 2011: This Update does
not apply to share-based payment transactions, inventories, leases and business combinations. The Company does not expect the
adoption of the Update will have significant impact on its fair value measurement or its disclosures.

In December 2010, the FASB issued ASU 2010-29, Disclosure of Supplementary Pro Forma Information for Business Combinations,
(ASC Topic 805, Business Combinations). The amendments in this Update specify that if a public entity presents comparative
financial statements, the entity should disclose revenue and earnings of the combined entity as though the business combination(s) that
occurred during the current year had occurred as of the beginning of the comparable prior annual reporting period only. The
amendments in this Update are effective prospectively for business combinations for which the acquisition date is on or after the
beginning of the first annual reporting period beginning on or after December 15, 2010. The adoption of this Update only impacted
our disclosures, but not our consolidated balance sheet, statement of operations or statement of cash flows.

In January 2010, the FASB issued. guidance that requires new disclosures, and clarifies existing disclosure requirements, about fair
value measurements. The clarifications and the requirement to separately disclose transfers of instruments between level 1 and level 2
of the fair value hierarchy was effective for interim reporting periods in 2010; however, the requirement to provide purchases, sales,
issuances and settlements in the level 3 roll forward on a gross basis became effective in 2011. Since this new guidance only amends
the disclosures requirements, it did not impact our consolidated balance sheet, statement of operations or statement of cash flows.
Off-Balance Sheet Arrangements

We do not have any off-balance sheet financing arrangements.

Item 7A. Quantitative and Qualitative Disclosures About Market Risk

Not applicable.
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
The Board of Directors and Stockholders of Entertainment Gaming Asia Inc.:

We have audited the accompanying consolidated balance sheets of Entertainment Gaming Asia Inc. and subsidiaries (the “Company’”)
as of December 31, 2011 and 2010, and the related consolidated statements of operations, stockholders’ equity and cash flows for the
years then ended. These financial statements are the responsibility of the Company’s management. Our responsibility is to express an
opinion on these financial statements based on our audits.

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board (United States). Those
standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of
material misstatement. We were not engaged to perform an audit of the Company’s internal control over financial reporting. Our
audits included consideration of internal control over financial reporting as a basis for designing audit procedures that are appropriate
in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the Company’s internal control over
financial reporting. Accordingly, we express no such opinion. An audit includes examining, on a test basis, evidence supporting the
amounts and disclosures in the financial statements. An audit also includes assessing the accounting principles used and significant
estimates made by management, as well as evaiuatmg the overall financial statement presentation. We believe that our audits provide
a reasonable basis for our oplmon

In our opinion, the ﬁnancml statements referred to above present fairly, in all material respects, the consolidated financial position of
Entertainment Gaming Asia Inc. and subsidiaries as of December 31, 2011 and 2010 and the consolidated results of its operations and
its cash flows for the years then ended, in conformity with U.S. generally accepted accounting principles.

As discussed in Note 1 to the consolidated financial statements, on December 28, 2010, the Company’s Board of Directors approved a
Quasi-Reorganization. As a result, the Company adopted fresh-start reporting pursuant to ASC 852-20 as of December 31, 2010. The
consolidated financial statements of the Company after the Quasi-Reorganization are presented on a different bas1s than those of the
Company prior to the Qua31-Reorgan1zat10n and, therefore, are not comparable in all respects.

/S'/ERNST & YOUNG
Hong Kong SAR
March 30, 2012

34



ENTERTAINMENT GAMING ASIA INC. AND SUBSIDIARIES
Consolidated Balance Sheets
(amounts in thousands, except per share data)

December 31,2011 December 31, 2010
ASSETS
Current assets: : : o ’ )
Cash and cash equIivalents ............cccoveeeeerecrnmcrrmrenneenens ereiebeeeeosertetenasaennes e oo $ 12,759 $ 10,217
ACCOUNES TECEIVADLE, NEL....eoiviiiriiereereectiererresresnressreereenesresssessisstssae s shb s e bbe e e sessnsbsnasseas 2,691 2,854
Other TECEIVADIES ....convvvrerecieieriisiini s rene e eetererre et st s ns 114 101
TAVEIEOTIES .vvvvvverereesireresennresesesemssssssssssssssssssesesssssisnssasssssssssssssssssens pemeessemmosenersersimmssns i : 1,894 1,064
ASSELS NELd TOT SALE cuvvvviviiieieieeieree et ess e sesensseesscssasnstbssins ’ 30 422
Prepaid expenses and Other CUITENE 8SSELS ..........owvueereuiiimrrisiveriermnnsensssssesssssssssssssssssansons ‘ 811 1,051
TOtal CUITENE ASSELS ..vuververeeenerereesienenessisersesreschnssimssisesssassnrnessns JERRR et ‘ 18,299 15,709
Electronic gaming machines and systems, Net.........cococvvevvierinnccannnnne FRRTTRN drereeeenererreneras L 8,889 12,360
CASINO COMEEACES ....o.vvvvorervevesssesessessssesesssesessbssssenssssssesesssssssssssssssesssssssinssssssansssssssassssssssssnses ' 10,340 . 12,790
Property and eqUIPIENE, TEE ......c.ocoueueriiresiiiiiirsirieesiese s ssessssssssssssssssesssesbassssisas e o 02,558 1,941
GOOAWILL ....covveveveeeersrererereseee e nrie et sarese st sessbas bbb s s b a R e e R b s ke b et s sa s s s R s b s s bbb s b e b anes : 357 =
INtanGIble ASSELS, MET....cvvviuiiiiiiiiiiiiiiti bbb bbb e s 1,227 140
Contract amendment fees.........coervcreniviiiinsnene. reeereveenreseaerennees e irereeeereeenieesieesraeseenereneas - 450 558
Deferred taX ASSEES iueivevieeiirirrrieereereereeerassreesesessesnenniertsssnsnanss ereerenreaeas e 91 -
Prepaids, deposits and Other @SSELS ...ttt 1,893 561
TOAL BSSEES:vvriveeeeerereeseneserestasessssessssesessssessssnsesssessassasensasasssssssinsossassaesebeneemenssstsnsstonssnsssssnssraes $ © 44104 - $ 44,059
LIABILITIES AND STOCKHOLDERS’ EQUITY
Current liabilities:
ACCOUNES PAYADIC .....cvveveervrrenisessseeseesessesssesseebsesssseesesssessssssssssisssssessssssssnssssssanssessssssssssens $ 13 16 $ 1,062
Amounts due t0 d Telated PAILY .......ocvevererereenmerniniciiii s ereeneaes 14 ‘ 14
ACCTUCH EXPENSES ..vovvvrrvereesesressraseessessersesssesoneemmsenssesssassissssnoses " 2,228 2,225
Income tax payable .........ccovuiiennen. e e rererennraenne eetensenetebe ettt r e rans o 68 S —
Notes payable to a related party, CUITEnRt POITION w....vevcecviviverireesieinsssesnersessse s eeen s 6,211 2,991
Capital lease obligations, current portion.......... s eveereeeeeeesae e neenenne wevnermenires 322 164
~ Customer deposits and other current Habilities ...........v..ecerrrermernceenleneisioninisessnssnsinns ’ 357 251
Total current liabilities.................. et e e et U © 10,516 6,707
Notes payable to a related party, net of current portion...........cceveerveveeneverans eerererern e reaeereaens ‘ e 6,211
Capital lease obligations, net of current portion .......couveeieeeinivereneseennnens errreseeneeeeeniasane — 307
OthEr THADILIHES .v.veveverereeecreneereroseseeeree e stenacsesesersasesestbsisssssesssstessnsnsseresssesssasasesns ORI ‘ ' 869 441
Deferred tax liability ........c..coo....... ST U O OO U OO U U TPTRP OOV 207 71
Total HAbIlIES .....cvoervverivrisinrseesseiricsei e e RSSO o 11,592 - 13,737
Stockholders’ equity:
Common stock, $.001 par value, 300,000,000 shares authorized; 118,839,393 and
116,189,394 shares issued and outstanding ..........ccceccverrreiinriniiicneneie e sesse s 119 116
Additional paid-in-Capital ..........coeceveeereisorereiiniiie e s 31,191 29,638
Accumulated other comprehenswe INCOMIC «.oovvevecesessensseesarssessassss s sssessessnsssssssesssecenee o 559 568
Retained earnings since January 1, 2011 ($386.1 million accumulated
deficit ellmmated)..................‘....................................‘, ................................................... 642 —
Total EGT StocKhOIAErs” EqUILY .....cccrvereereeeriirerismsreriinisistiessesssesressnsesesssssssssssssssssssssesssessssens 32,511 30,322
NON-CONTOIIINE INLETESE ... vverrrerereiereneaerrereresereecmmereesee b s st essber s bsbe s ebeb e s s st sbababansissases 1 —
Total StOCKNOIAET™S EQUILY ....vuvreeucucurrererereereereisississrs sttt st r bttt sb st b et seses 32,512 30,322
Total liabilities and StocKholders’ @QUILY .............vuuveeersssmresesseeesssereesnecens et rnsaaene $ 44104 $ 44,059

The notes to consolidated financial statements are an integral part of these consolidated statements.
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ENTERTAINMENT GAMING ASIA INC. AND SUBSIDIARIES
Consolidated Statements of Operations

__ OldBasis
Years Ended December 31,

(amounts in thousands, except per share data) 2011 2010
Revenues: :
GAMING ..ottt s n et r s s $ 17,396 $ - 14,312
Other products........... bttt ettt seeeanees e et aena s 9,733 7,893
Total Revenues ............. e ettt et et e b era et e ae e b e e s b e ieer e et aetente et e s s ereene et eatsaaseereesentonaene 27,129 22,205
Operating costs and expenses:
COSt OF GAMUNG ...cvvviiriisiicttce ettt bbb b ea s b asses
Electronic gaming machine depreciation .............ooeevvevueviieiineineriiieresseseseseeeseeeeseseens 4,890 8,020
Casino coONtract AMOTHZALION ......coceverrvererecrerereriesesereereret st eessessseseseeseseeseseseseseas ‘ 2,457 | —
- Other gaming related intangibles amortization ...........cceceeueeereurecrerensiseriessesssesssnenns o 63 —
Other operating CostS .......c.cveveverrnrerererererneeeresenerenn, et et aens 1,16 75
COSt OF Other PrOQUCES .......eucuureiiieceirereietreineiessse st b s st se s : -8,346 6,916
Selling, general and administrative...............cooceeervrrrerrenns OO 5,880 5,880
Stock-based COMPENSALION EXPENSE ............v.eureverneereerereesseeeesereeeseseeeeseeessessesssesessssssssesees 1,452 887
IMPAITMENt Of BSSELS ......ovveeeireierrcririristries sttt sese st a s sas s saesenessenasens 1,351 3,460
L0ss 0N diSpOSItiONS OF ASSELS ....cveeiveriveereeeeeeeeereeresreeseeresesssessessessesses ereorrteeseeeeeenaaans 175 164 .
Product develOPMENt EXPENSES ........cerevererrerirersreeraeisesesssssssssssssessesessssesesssesesnessesesees - 386 , 610
Depreciation and amMOTtZALON ..................evveevveenceeneeeeseeeeesssuessresestoseseseeesssesssssesssssssees 113 885
ReStructuring Charges............o.euveeerurereemeeeseeressssesecseceseasessssessessesees et — 310
Total operating costs and expenses.................. eteeresere e aterbeabserb et e et et e s tetseas et aeneeseeteeesnen 26,282 : 127,891
Income/(10S5) frOM OPETALIONS .......cveereriererierirerettieee ettt e e sersaeasseseorerssseesssssesssssnes o 847 (5,686)
Other income/(expenses): . ' '
Interest €Xpense and fINANCE FEES...............ovvuireeeeeceeeneeeeeeeseeeereeesesessesesssessssssses e s (405) (41
Interest income.................. OO OP S RFSUR RPN 93 92
FOTEign CUITENCY L0SSES.......cveuririruereiieceeieseeeseeenee ettt er s se e e nane s PR , (94) ‘ (72)
Other ......covvrvrennnee. ettt ae et s er e e s s e e et e a s et e rrseer b e R ae e beenbeeabrereeeheenreenaenntsaaeneeenean . 252 _ 202
TOtal OthET EXPEISES ...eeveiiecereirrri et ettt e bttt s e e e e et s esseessaens B (1549) . (189)
InCOME/(1085) BEOre INCOME tAX ........urcrvvererecrsnrreesisnssasssssssessssesess st siasssessssssesseeesessesenes - 693 (5,875)
Income tax (expense)/benefit............... et e et bbb (5D T 665
NELINCOME/(I0SS) ....vvvnmrrrvveserireeeresssssesseseseseeesmeesssesseeessesesssssssssssssesssssssesesss e S $ 642 |$  (5210)
Basic and diluted earnings/(108S) per Share...........co.ooeverireriemisiivnesiinseeeseneeeeeeeeseeeseeseseeene $ 001 |$ - (0.05

The notes to consolidated financial statements are an integral part of these consolidated statements.
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ENTERTAINMENT GAMING ASIA INC. AND SUBSIDIARIES
Consolidated Statenients of Changes in Stockholders’ Equity
_ Years Ended December 31, 2011 and 2010

Accumulated
“ Additional Other o
(amounts in thousands cxcept per Common Stock Paid-in Accumulated  Comprehensive - Nen~controlling ~ .
share data) Shares Dollars . Capital Deficit Income/(L.oss) interest Total
Balances, January 1, 2010 ........... 114,956,667 $ 1158 414,864 $ (380,926) $ (645) . $ : — § 33,408
Comprehensive loss
NEt LSS c.vveeenveerineeraionsernenes (5,210) (5,210)
Other comprehensive income, :
"net of tax -
Foreign currency -
translation.........ccceuue. 1,213 -
Other comprehensive ’ ‘
INCOME ....ovcrererinsininnenne 1,213 1213
Comprehensive 10sS .......couenen. . : (3,997
Issuance of restricted stock ..... 922,727 1 : 1
Exercise of employee options.. 310,000 — 23 23
Stock-based compensation........... 887 887
Quasi-Reorganization — ‘
elimination of accumulated
defiCit .vevereeerencrrinreeneeerivinnees .- (386,136) 386,136 —
Balances after Quasi-
- Reorganization, . ‘ R :
“December 31, 2010 ................. 116,189,394 § 116 $ 29,638 $ — $ 568 $ co— $ 30,322
Balances, January 1, 2011 ........... © 116,189,394 § 116 $§ 29,638 § — 3 568§ T —-% 30,322
Comprehensive loss
‘Net income............. 642 642
‘Other comprehensive v
- .income, net of tax ......c.......
Foreign currency
translation................... (14)
Unrealized actuarial - ,
INCOME.,...ivuvisecenenes 5 S ‘
" Other comprehiensive =~ : ,
- INCOMC el o ) S )
Comprehensive income............ . 633
Issuance of restricted stock ..... 2,216,666 2 () —
Exercise of employee
OPHONS ..ottt 433,333 1 34 35
Stock-based compensation........... ) 1,452 1,452
Changes in valuation '
allowance on deferted tax ’
assets which existed at the
date of Quasi- .
Reorganization..............ceeveneeen 69 69
Non-controlling interest............... 1 -1
Balances, December 31, 2011 ..... 118,839,393 § 119 $ 31,191 §$ 642 § 559 '$ 1 § 32,512

The notes to consolidated financial statements are an integral part of these consolidated statements.
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ENTERTAINMENT GAMING ASIA INC. AND SUBSIDIARIES

.Consolidated Statements of Cash Flows

(amounts in thousands)

Cash flows used in operating activities: v

Net income/(loss)............. O OO SO RSO CAO RO

Adjustments to reconcile net income/(loss) to net cash prov1ded by/(used in) operatmg activities:
Deferred income tax benefit........ccviviecinniciniinrn s
Foreign currency (gains)/losses
Depreciation of gaming machines and systems and property and equipment
Impairment of goodwill and intan@Ibles.......c.cceeerieirinincrnrirriiireereeeteeise e reenenes
Impairment of gaming assets, property and €qUIPMENt ...........ccoceviirieiircionrernneeenresioneniseeesinenene
Amortization of casino Contract ............vwrvcrcreerurrrurerenene
Amortization of intangible assets...................
Amortization of prepaid commitments fees
Stock-based COMPENSALION EXPEISE .....ovevrrirvererireieiriinsseseiisesen st itisesie e sessssssssssassssessasssssesesssens
Loss on disposition of gaming machines and systems '
Loss on disposition of property, plant and equipment
Provision for pension/retirement benefits.........ccvevviiiiiiciiiic i
Provision for bad debt EXPENSE .........cceeurieuiriirirererinennnirinisrasiesenessasiesesaresessssssessssssssassesssssesssesses
Provision for taX FECEIVADIE. ......cciiriririeicrireririirereereristresesseenireseseres e sre et ssesessssnesesesessssessanerneseses

Changes in operating assets and liabilities:
Accounts receivable and other receivables
TAVERLOTIES ..ovrvvereercerensersresersrsesenserasssensesas
Prepaid expenses and other current assets...
Prepaids, deposits and Other @SSELS..........cccceerivcerrinueiiuninneiereereseereeere et eresessssesssssessssstsnaessons
Contract amendment fees........cviveceennennee verenes rasbeesirisenssrraen O U R

. Prépaid commitment fees............. eeeeneenes ' L
Accounts payable............... fererrianens
Amounts due to related partles ..............................
Customer deposits and others........................
Income tax payable .....c..cccocveveurcrenenennne.
Accrued expenses and Other HADIHHES ........ccccoeevieiriricrnirrreeesninsesnessssssssssisssessssssssessssssassssns
Net cash provided by operating activities .................. eeereeteresnereranesaeeeseas e

Cash flows used in investing activities:
Acquisition of additional revenue share at San Pedro VIP Club
Purchase of property and €qUIPIENL ........cc.euecrueererereneiereeresererrenesiosiesiessions
Purchases of gaming machines and systems .. -
Purchases of land and other project costs.......... et teteberar ettt ettt et egas b et ke m bt s et rasbes e aenthesent
Sales of gaming machines and SYSLEMS.........cocvveerrerivererereronnns et et saeas s sae s
Sales of property and equipment.............

Net cash used in investing activities

Cash flows used in financing activities: ‘
Repayment of short-term debt and 1€aSes. .......cccocuvivurmiririrnertncinreenireseneerieseseereesessseserssassesnesenns
Repayment 0f NOLES PAYADIE .....cccccovrcrieiiriniriniririecreerrere et ese et sesessesssesesassess s sssssssersestesesesenens
Exercise of StoCK OPLIONS......c.cveueieriesrerenreereeeeseeesisesenseeveeas ettt et b ettt ettt s e a e
Net cash used in fINANCING ACIVILIES ....ccveveveeeecercririririereercreeeretse e sesaeassesnssesesersassesesesenens

Effect of exchange rate changes on cash ..... OO ORN eene
Increase in cash and cash equivalents.........cccccceereerennne. evranbeitentesientenesareiessesessenessnenseseianinnstans
Cash and cash equivalents-at beginning of year..
Cash and cash €quUIVAIEnts At ENA OF YEAT........cocveuecrivrirrierersesiretiensersistsnsmsassssaresesesessssesssssssssasssssessess .

Supplemental disclosure of cash flow information:
Interest paid.............
Income taxes paid
Non-cash financing activities .............co.eree.
Issuance of restricted/ performance stock

The notes to consolidated financial statements are an integtal part of these consolidated statements.
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Old Basis
Years Ended December 31,
2011 2010
642 $ (5,210)
(149) (715)
@ =58
5,209 8,989
— 2,407
1,351 1,053
2,457 e
87 406
108 - 190
1,452 887
175 .27
— 137
14 . 222
39 e
22 —
128 - 165
(787) (283)
244 (134)
(1,376) (152)
— . -(687)
— 4,838
253 (177) .
— (20)
148 160
68 - an
168 (435)
10,249 11,449
(1,176) S —
(354) (267)
(2 601) - (3,119)
(585) (2,054)
46 -..105
— . 48
(4,670)’ : ;(’5,287)
- (150) .(194)
(2,991 e
35 . 23
(3,106) - (17D
69 o 36 .
2,542 6,027
10,217 o - 4,190
12,759 $ 10,217
417 $ 649
21 $ 126
672 $ 249




ENTERTAINMENT GAMING ASIA INC. AND SUBSIDIARIES
Notes to Consolidated Financial Statements

$

Note 1. - Quasi-Reorganization

In connectlon with the apphcatlon of QuaSI-Reorgamzatlon accounting, Entertainment Gaming Asia Inc. and its’ ‘subsidiaries (the
“Company”) applied Accounting Standard Codification (ASC) 805, Business Combinations to restate assets and hablhtles at fair
value. The Company with the assistance of an independent third-party valuation firm performed the fair value. assessment and
computed the estimated fair value for each operating entity as of December 31, 2010 under ASC 805 based on the income approach,
excess earning methodology. Certain intangible assets were subject to sensitive business factors of whlch only a portlon were. within
the control of the Company’s management. :

In applying Quasi-Reorganization accounting as of December 31, 2010, the Company followed these principles: :

e The fair value of assets was determined in conformity with the procedures specified by ASC 805, Business Combmattons Casino
contracts were recognized as intangible assets and the sum of the fair values of assets and liabilities exceeded net book value at
the date of Quasi-Reorganization. In compliance with SEC guidelines, no write-up of net assets should be recorded as a result of
the Quasi-Reorganization; therefore, the excess of fair value over existing net book value was reallocated as a pro rata reduction
to the computed fair value of non-current assets.

e The Company’s accumulated deficit account of $386.1 million as of December 31, 2010 was ehmlnated with a commensurate
reduction in additional paid-in capital.

e Property, plant and equipment assets and other long-lived assets were adjusted and all accumulated.depreciation and amortization
was eliminated. » : o

e Each liability existing as of the Quaszeorgamzatwn date, other than deferred taxes, was stated at the present ‘value of the
~ amounts to be paid determined at appropriate current interest rates. ., -

*  Deferred taxes were reported in conformity. with applicable income tax accounting standards, principally ASC 740, Income Taxes,
net of applicable valuation allowances. Deferred tax assets and liabilities were recognized for differences between the assigned
values and the tax basis of the recognized assets and liabilities with corresponding valuation allowances as appropriate. In
accordance with the Quasi-Reorganization requirements, changes in the valuation allowance which existed at the date of the
Quasi- Reorgamzatlon in periods after the Quas1-Re0rgamzat10n are recorded dlrectly in equlty when reahzed

The estimates and assumptions used in the valuatlons are inherently subject to uncertainties and cont1ngenc1es beyond the control of
the Company. Accordingly, there can be no assurance that the estimates, assumptlons and values reﬂected in the valua’uons will be
realized, and actual results could vary materially. :

As of December 31, 2010, the current assets and liabilities were stated at fair value; therefore, no fair value adJustment was needed.
With ‘the assistance from an independent third-party valuation firm, the Company- computed the total fair value for its non-current
assets. In accordance with ASC 852-20-S99 SAB Topic 5, a Quasi-Reorganization should not result in a write-up of net assets.
Therefore, the total excess fair value over the original net asset value was allocated as a pro rata reduction to the computed fair value.
of non-current assets.
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Below is a summary of non-current assets as of December 31, 2010 and the adjusted fair value for each non-current asset item after
reallocation.

As of 12/31/2010 Adjusted
Original Asset Carrying
Cost Prior to Quasi-Reorganization Adjustments Value
. Quasi- Computed Fair % of Fair Excess Value % of After Quasi-
(amounts in thousands) Reorganization Value Value Reallocation Reallocation Reorganization
Non current assets: '
Electronic gaming
machines and
SYSteMS....ovvviiiiiinnranans $ 22,216 § 26,212 44.5% $ (13,852) 44.5% $ 12,360
Casino contracts............... — 27,123 46.0% (14,333) 46.0% 12,790
Property and equipment ... 4,092 4,116 7.0% (2,175) 7.0% 1,941
Intangible assets............... 297 297 0.5% (157) 0.5% . 140
Contract amendment '
fees..covvviirinirnsiienns . ‘ 1,184 1,184 2.0% (626) 2.0% 558
Prepaids, deposits and C ‘ ‘
other assets................... - 561 561 561
Total assets........ccecveereeneene $ 28,350 $ 59,493 100% $ (31,143) 100% $ 28,350

The consolidated balance sheet as of December 31, 2010 gave effect to adjustments to fair value of assets and liabilities that were
necessary when adopting “fresh-start” reporting. In addition to the adjustments above, the net effect of applying Quasi-Reorganization
accounting to the Company’s consolidated balance sheet at December 31, 2010 was to adjust the accumulated deficit to a zero balance
with a commensurate reduction in additional paid-in capital for purposes of establishing a new earned surplus account.

As a result of the Quasi-Reorganization, consolidated statements of operations and cash flows for the years ended December 31, 2011
and 2010 are not comparable. The statements of operations and cash flows for the year ended December 31, 2011 reflect depreciation
and amortization of the assets using the basis described above from the Quasi-Reorganization and the statements of operations and
cash flows for the year ended December 31, 2010 are prepared on the Company’s historical basis of accounting. As such, operations
and cash flows for period prior to December 31, 2010 are labeled as being under the “Old Basis,” which is defined as accounting
policies and estimates prior to the adoption of the Quasi-Reorganization.

Note 2. Description of Business and Significant Accounting Policies

The principal business activities of the Company are its gaming operations, which include the owning and leasing of electronic
gaming machines (EGMs) placed in premier hotels and other venues and the development and future operation of casinos and gaming
establishments in select emerging markets in the Indo-China region. Also, through its subsidiary, Dolphin Products Pty Limited, the
Company develops, manufactures and distributes high-frequency RFID and traditional non-RFID gaming chips and plaques as well as
other plastic component products for a number of industries.

In May 2010, the Company formed two legal entities in Cambodia for the purpose of acquiring a parcel of land and the development
of a casino project in the Takeo Province of Cambodia. The Company maintains the effective control of the landholding company
through certain shareholders arrangements and the other entity is a wholly-owned subsidiary of the Company and, therefore its assets,
liabilities and the results of operations are incorporated into the Company’s consolidated financial statements.

In March 2011, the Company formed a new company in Cambodia with a local partner for the development, ownership and operation
of a casino project in the Kampot Province of Cambodia. Net revenue of the new company (the total gross revenue of the casino less
any payouts paid to customers, operating expenses, and gaming and non-gaming taxes on the new company’s revenue) will be shared
on a 60/40 basis between the Company and the relevant local partner.

In May 2011, the Company agreed to form a new company with another local partner in Cambodia for the development, ownership
and operation of a casino project in the Pailin Province of Cambodia. Under the terms of the relevant shareholders agreement, the
local partner agreed to lease to the new company certain real property upon which the casino project was to be developed for an
annual fee of $1 and all profits (the total gross revenue of the casino less any payouts paid to customers, operating expenses, and
gaming and non-gaming taxes on the new company’s revenue) of the casino project were to have been split between the Company and
the relevant local partner on a 55:45 basis. In June 2011, the Company formed a legal entity in Cambodia to serve as the new
company (“Dreamworld Pailin”) for the new casino project’s operations. In July 2011, the local partner agreed with the Company to
revise the cooperation structure for the casino project by terminating the new structure and entering into new agreements pursuant to
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which (a) the Company will be the sole owner of Dreamworld Pailin, (b) the local partner’s profit participation will be reduced from
45% to 20% and (c) the Company will pay a fair monthly rental to the relevant local partner for the lease of the casino project
property. -

Basis of Presentation

These consolidated financial statements are prepared pursuant to generally accepted accounting principles in the United States. Certain
previously reported amounts have been reclassified to conform to the current period presentation.

Principles of Consolidation

These consolidated financial statements include the accounts of Entertainment Gaming Asialnc. and all its subsidiaries. All
intercompany balances and transactions have been eliminated in consolidation. As at December 31, 2011 and 2010 respectively, the
consolidated balance sheet of the Company reflects Quasi-Reorganization accounting (see Note 1).

Use of Estimates

The Company is required to make estimates, judgments and assumptions that it believes are reasonable based on its historical
experience, contract terms, observance of known trends in the Company and the industry as a whole, and information available from
other outside sources. These estimates affect the reported amounts of assets, liabilities, revenues and expenses and related disclosures
of contingent assets and liabilities. On a regular basis, the Company evaluates its estimates, including those related to revenue
recognition, product returns, long-lived assets, inventory obsolescence, stock-based compensation, income taxes, bad debts, warranty
obligations, long-term contracts, contingencies and litigation. Actual results may differ from those estimates.

Cash and Cash Equivalents

All highly-liquid instruments with original maturities of three months or less are considered cash equivalents. The Company places its
cash and temporary investments with financial institutions. As of December 31, 2011, the Company had deposits with financial
institutions in excess of Federal Deposit Insurance Corporation (FDIC) insured limits by approximately $12.5 million.

Accounts Receivable and Allowance for Doubtful Accounts

Accounts receivable are stated at face value less any allowances for doubtful accounts. Allowances for doubtful accounts are
maintained at levels determined by Company management to adequately provide for uncollectible amounts. In. determining the
estimated uncollectable amounts, the Company evaluates a combination of factors, including, but not limited to, activity in the related
market, financial condition of customers, specific customer collection experience and history of write-offs and collections. Interest
income is imposed on overdue accounts receivable after the Company evaluates a combination of factors, including but not limited to,
customer collection experiences, customer relationship and contract terms.

Inventories

Inventories are stated at the lower of cost, determined using the first-in, first-out method, or market. Cost elements included in work-
in-process and finished goods include raw materials, direct labor and manufacturing overheads.

Long-Lived Assets

The Company accounts for impairment of long-lived assets in accordance with Financial Accounting Standards Board (FASB) ASC
360, Property, Plant and Equipment. Long-lived assets are reviewed for impairment whenever events or changes'in circumstances
indicate that the carrying amount of an asset may not be recoverable. In such instances, the Company estimates the undiscounted
future cash flows that result from the use of the asset and its ultimate disposition. If the sum of the undiscounted cash flows is less
than the carrying value, the Company recognizes an impairment loss, measured as the amount by which the carrying value exceeds the
fair value of the asset, determined principally using discounted cash flows. For the year ended December 31, 2011, the Company
recorded an impairment loss of approximately $1.4 million mainly due to the write-off of non-performing gaming assets. For the year
ended December 31, 2010, the Company recorded an impairment loss of approximately $665,000 related to its Australia operation’s
property and equipment and a write-off of gaming assets of approximately $388,000 mainly related to the closure of a non-performing
venue during the year and write-down of certain machines held for sale.
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Prepaids, Deposits and Other Assets

Prepaids, deposits and other assets consist primarily of prepaid leases, prepaid value-added taxes in foreign countries, and restricted
deposits as lease security. The Company had restricted deposits in the amounts of $448,000 and $118,000 as of December 31, 2011
and December 31, 2010, respectively, in the form of certificates of deposits as security on leases. Restrictions on $123,000 were
removed in February 2012 and restrictions on $165,000 and $160,000 will be removed in December 2013 and in January 2014,
respectively upon termination of the operating leases. Restricted cash of $123,000 was recorded in prepaid expenses and other current
assets and the remaining $325,000 was recorded in prepaids, deposits and other assets in the accompanying consolidated balance
sheets.

Electronic Gaming Machines (EGMs) and Systems

As a result of the Quasi-Reorganization, the asset carrying values of EGMs and systems were adjusted to a new cost basis and the
accumulated depreciation was also removed to adjust to the basis as of December 31, 2010. Additions of EGMs and systems in 2011
are stated at cost. The Company depreciates new EGMs and systems over a five-year useful life and depreciates refurbished EGMs
and systems over a three-year useful life once placed in service. Depreciation of EGMs and systems of approximately $4.9 million
and $8.0 million were included in cost of EGM participation. in the consolidated statements of operations for the years ended
December 31, 2011 and 2010, respectively.

Property and Equipment

As a result of the Quasi-Reorganization, the asset carrying values of property and equipment were adjusted to a new cost basis and the
accumulated depreciation was removed to adjust the basis as of December 31, 2010. Additions of property and equipment in 2011 are
stated at cost. Depreciation is computed using the straight-line method over the useful lives of the assets currently estimated to be
three to five years, which in the case of leasehold improvements, is limited to the life of the lease and throughout the renewal period as
long as renewal is reasonably assured. Depreciation of property and equipment of approximately $231,000 and $490,000 were
included in cost of operations (other products) in the consohdated statements of operations for the years ended Decembm 31 2011 and
2010, respectively. :

Intangible Assets, Including Goodwill and Casino Contracts o

As a result of the Quasi-Reorganization, the asset carrying values of intangible assets were adjusted to a new cost basis and the
accumulated amortization was removed to adjust the basis as of December 31, 2010. Intangible assets consist of patents, trademarks,
gaming operation agreement, casino contracts and goodwill. Intangibles assets other than goodwill are amortized on the straight-line
basis over the period of time the asset is expected to contribute directly or indirectly to future cash flows, which ranges from four to
nine years. The straight-line amortization method is utilized because the Company believes there is no more rehably determinable
method of reflecting the pattern for which the economic beneﬁts of the 1ntang1b1e assets are consumed or otherw1se used.

Amortization expenses related o casino contracts were approxlmﬁtely $2.5 rnllhon and $NIL for the years ended December 31 2011
and 2010, respectively. The amounts were accounted for as cost of gaming operations. Amortization expenses related to patents and
trademarks were approximately $24,000 and $406,000 for the years ended December 31, 2011 and 2010, respectlvely The amounts
were accounted for as selling, general and administrative expenses o

The Company measures and tests finite-lived intangibles for 1mpa1nnent when there are indicators of impairment in accordance with
ASC 360-10-05, Property Plant and Equipment.

The Company measures and tests Goodwill for impairment, at least annually in accordance with ASC 350-10-05, Intangibles —
Goodwill and Other. o
Impairment testing for goodwill and other intangibles requires judgment, including the identification of reporting units, allocation of
related goodwill, assignment of corporate shared assets and liabilities to reporting units, estimated future cash flows and
determinations of fair values. ‘While the Company believes its estimates of future revenues and future cash flows are reasonable,
different assumptions could materially affect the assessment of useful lives, recoverability and fair values. Impairment charges
relating to intangible assets were approximately $NIL and $2.4 million for the years ended December 31, 2011 and 2010, respectively.

Litigation and Other Contingencies
In the performance of its ordinary course of business operations, the Company is subject to risks of various legal matters, litigation
and claims of various types. The Company has regular litigatiori reviews, including updates from corporate and outside counsel, to

assess the need for accounting recognition or disclosure of these contlngenmes The status of a significant claim is summarized in
Note 18.
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ASC 450, Contingencies, requires that liabilities for contingencies be recorded ‘when it is probable that a liability has been .incurred
and that the amount:can be reasonably estimated. Significant management judgment is required related to contingent liabilities and
the outcome -of litigation because both are difficult to predict. For.a contingency for which an unfavorable outcome is reasonably:
possible and which is significant, the Company dlscloscs the nature of the contmgency and, when feasible, an estimate of the possible
loss : S , .

Revenue Recognition‘
The Company recognizes revenue when all of the following have been satisfied:
. persuasiye' ev,idence'of an ‘arrangement exists;r ,

. the price to the *customer is fixed and determinable;

e  delivery has occurred and any acceptance terms have been fulfilled;
* no significant contractual obligations iemain; and

. collection is reasonably assured.

Gaming Revenue

The Company earns recurrmg ga.ming fevenue by providing customers with EGMs and casino management systems which track game
performance and provide statistics on installed EGMs owned by the Company and leased to venue owners. Revenues are recognized
on the contractual terms of the participation agreements between the Company and the venue owners and are based on the Company’s
share of net winnings, net of customer incentives and commitment fees.

Revenues are recogniZed as incurred with the exception of one of the Company’s venues in which revenues are recdgnized when the
payment for net winnings are réceived as the collections from this venue are not yet reasonably assured. Net winnings, net of customer
incentives and commitment fees paid to the Venues were deferred and recognized on cash ba51s until the collections of such net
w1nmngs are reasonably assured ‘

Commitment fees paid to the venue Operat‘or for which the agreement stipulates that the fees will be recovered from the daily net win
sharing are capitalized as assets. As required by ASC 605-50, Customer Payments and Incentives, the cash consideration received for
the portion of net winnings relating to the commitment fees is amortized as a reduction of revenue if the expected benefit from
commitment fees cannot be séparately 1dent1ﬁed or reasonably estimated The Company had no prepaid commitment fees as of
December 31, 2011 and 2010

Commitment fees 'paid to the'venue operators relating to contract amendments which are not recoverable from daily net win are also
capitalized as assets and amortizéd as a reduction of revenue over the term of the amended contracts. The Company had commitment
fees related to contract amendment fees of approximately $450,000 and $558,000 as of December 31, 2011 and 2010, respectively.

Other Products Sales

The Company recognizes revenue from the sale of its products to end users upon shipment against customer contracts or purchase
orders. The Company recognizes revenue from its sales to independent dlstnbutors upon shipments to the d1str1butors against
distributor contracts or purchase orders for products.

Stock-Based Compensation

Under the fair value recognition provisions of ASC 718, Compensation-Stock Compensation, the Company recognizes stock-based
compensation éxpenses for all service-based awards to employees and non-employee directors with graded vesting schedules on the
straight-line basis over the requisite service period for the entire award. Estimates are revised if subsequent information indicates that
forfeitures will differ from previous estimates, and the cumulative effect on compensation cost of a change in the estimated forfeitures
is recognized in the period of the change. For non-employee awards, the Company remeasures compensation cost each period until
the service condition is complete and recognizes compensation cost on the straight-line basis over the requisite service period. Option
valuation models require the input of highly subjective assumptions, and changes in the assumptions used can materially affect the fair
value estimates. Judgment is required in estimating stock price volatility, forfeiture rates, expected dividends, and expected terms that
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options remain outstanding. For restricted stock awards with performance conditions, the Company evaluates if performance
conditions. are probable in each reporting period. The compensation expense of restricted awards is recognized ratably over the
implicit service period if achieving performance conditions is probable. Cumulative catch-up adjustments are required in the event of
changes in assessment of probability. See Note 13 for additional information relating to stock-based compensation assumptions.

Stock-based compensation expense totaled approximately $1.5 million and $887,000 for the years ended December 31, 2011 and
2010, respectively.

Product Development

Product development expenses are charged to expense as incurred. Employee related costs associated with product development are
included in product development expenses. Product development expenses were approximately $386,000 and $610,000 for the years.
ended December 31, 2011 and 2010, respectively. The decrease was primarily a result of stabilized new product development
activities for the other products division, specifically in respect of gaming chips and plaques during the year ended December 31,
2011.

Income Taxes

The Company is sub]ect to income taxes in the United States (including federal and state) and several forelgn jurisdictions in which it
operates. Deferred income tax balances reflect the effects of temporary differences between the carrying amounts of assets and
liabilities and their tax basis and are stated at enacted tax rates expected to be in effect when taxes are actually paid or recovered. ASC
740, Income Taxes, requires that deferred tax assets be evaluated for future realization and reduced by a valuation allowance to the
extent the Company believes a portion will not be realized. The Company considers many factors when assessing the likelihood of
future realization of its deferred tax assets, including its recent cumulative earnings experience and expectations of future taxable
income by taxing jurisdiction, the carry- forward periods avallable to the Company for tax reportlng purposes, and other relevant
factors

The Company accounts for uncertain tax positions in accordance with ASC 740, which contains a two-step approach to recognizing
and measuring uncertain tax posmons The first step is to evaluate the tax position for recognition by determining if the weight of
available evidence indicates it is more likely than not that the position will be sustamed on audit, including resolution of related
appeals or litigation processes if any. - The second step is to measure the tax benefit as the largest amount which is more than 50%
likely to be realized upon ultimate settlement. The Company considers many factors when evaluating and estlmatmg its tax positions
and tax benefits, which may require periodic adjustments and which may not accurately antlclpate actual outcomes. The Company
recognizes interest and penalties, if any, related to unrecognized tax benefits in the provision for income taxes in the statements of
operatlons

As of the date of the Quas1 Reorgamzatlon, deferred taxes were reported in conformlty w1th apphcable income tax accounting
standards described above, net of applicable valuation allowances. Deferred tax assets and liabilities were. recognized for differences
between the assigned values and the tax basis of the recognized assets and liabilities with corresponding valuation allowances as
appropriate. In accordance with the Quasi-Reorganization requirements, changes in the valuation allowance which existed at the date
of the Quasi- Reorgamzatlon in perrods after the Quas1-Reorgamzat10n are recorded d1rectly in equity when realized.

E arnings/(Loss)' Per Share

Basic earnings/(loss) per share is computed by dividing the reported net earnings/(loss) by the weighted average number of shares of
common stock outstanding during the period. Diluted earnings per share is computed by dividing the net income by the weighted
average number of shares of common stock and shares issuable from stock options during the period. The computation of diluted
earnings per share excludes the impact of stock options and warrants that are antl-dllutlve For the year ended December 31, 2010, all
stock options and warrants were anti-dilutive due to losses.

Foreign Currency Translations and Transactions

The functlonal currency of the Company s mternatlonal submdranes is generally the local currency For these. sub31d1ar1es, ,the

Company translates the assets and liabilities at exchange rates in effect at the balance sheet date and income and expense accounts at

average exchange rates during the year. Resultmg currency translation adjustments are recorded dlrectly to, accumulated other

comprehensive income/(losses) within stockholders’ equity. Gams and losses resulting from transactlons in non—functlonal curren01es :
are recorded in operations.
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Fair Value Measurements

Fair value is defined under ASC 820, Fair Value Measurements and Disclosures, as the exchange price that would be received for an
asset or paid to transfer a liability (an exit price) in the principal or most advantageous market for the asset or liability in an orderly
transaction between market participants on the measurement date. Valuation techniques used to measure fair value under ASC 820
must maximize the use of observable inputs and minimize the use of unobservable inputs. The standard establishes a fair value
hierarchy based on three levels of input, of which the first two are considered observable and the last unobservable.

o Levell — Quoted prices in active markets for 1dent1ca1 assets or 11ab111t1es These are typlcally obtained from real-time quotes for
transactions in active exchange markets involving identical assets.

¢ = Level 2 — Input, other: than quoted prices included within Level 1, which are observable for the asset or liability, either d1rectly
or indirectly. These are typlcally obtained from readlly-avallable pricing sources for comparable instruments.

e Level 3 — Unobservable input, where there is little or no market act1v1ty for the asset or liability. This input reflects the reporting
entity’s own assumptions of the data that participants would use in pricing the asset or liability, based on the best mformatlon
avallable under the circumstances.

As of December 31, 2011, the fair values of cash and cash equivalents, restncted cash, accounts receivable and accounts payable
approx1mate carrymg values due to the short maturity of these items. "

Recently Issued Accountmg Standards .

In December 2011 the FASB issued ASU 2011-12, Deferral of the " Effective Date for Amendments to the Presentation of
Reclassification of Items Out of Accumulated Other Comprehensive Income in ASU 2011-05. This Update defers the requirement in
ASU 2011-05, Presentation of Comprehensive Income, that companies present reclassification adjustments for each component of
accumulated other comprehensive income (AOCI) in both net income and other comprehensive income (OCI) in the face of the
financial statements. This Update is effective for fiscal years and interim periods within those years beglnmng after December 15,

201 1 for public compames Early adoption is permitted but the Company will not adopt early. :

In September 201 1, the FASB issued ASU 201 1-08 Testing Goodwill for Impairment, (ASC Topic 350, Intangibles — Goodwill and
Other). The amendments in the Update permit an entity to first assess qualitative factors to determine whether it is more likely than
not that the fair value of a reporting unit is less than its carrying amount as a basis for determining whether it is necessary to perform
the two-step goodwill impairment test described in Topic 350. The more-likely-than-not threshold is defined as having a likelihood of
more than 50 percent. The amendments do not change the current guidance for testing other indefinite lived intangible assets for
impairment. The amendments are effective for annual and interim goodw1ll impairment tests performed for fiscal years beginning after
December 15, 2011 . . ’

In June 2011, the FASB issued ASU 2011-05, Presentation of Comprehenszve Income, (ASC Topic 220, Comprehensive Income). In
this Update an entity has the option to present the total of comprehensive income, the components of net income, and the components
of other comprehensive income either in a single continuous statement of comprehensive income or in two separate but consecutive
statements. In both choices, an entity is required to present each component of net income along with total net income, each
component of other comprehensive income along with a total for other comprehensive income, and a total amount for comprehensive
income. This Update eliminates the option to present the components of other comprehensive income as part of the statement of
changes in stockholders” equity. The amendments in this Update do not change the items that must be reported in other comprehensive
income or when an item of other comprehensive income must be reclassified to net income. The amendments in this Update should be
effective for public entities as of the beginning of a fiscal reporting year, and interim periods within that year, that begins after
December 15, 2011. Early adoption of the amendments is permitted. The Company is currently evaluatinig for application in its 2012
financial statements, but given the relative immateriality of the Company’s other comprehensive income, it does not have a significant
impact on its overall financial statement presentation.

In May 2011, the FASB issued ASU 2011-04, Amendments to Achieve Common Fair Value Measurement and Disclosure
Requirements in US GAAP and IFRS, (ASC Topic 820, Fair Value Measurements and Disclosures). This Update results in common
principles and requirements for measuring fair value and for disclosing information about fair value measurements in accordance with
U.S. GAAP and IFRSs. Consequently, the amendments change the wording used to describe many of the requirements in U.S. GAAP
for measuring fair value and for disclosing information about fair value measurements. For many of the requirements, the FASB does
not intend for the amendments in this Update to result in a change in the application of the requirements in Topic 820. Some of the
amendments clarify the FASB’s intent about the application of existing fair value measurement requirements. Other amendments
change a particular principle or requirement for measuring fair value or for disclosing information about fair value measurements. For
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public entities, the amendments are effective during interim and annual periods beginning after December 15, 2011. This Update does
not apply to share-based payment transactions, inventories, leases and business combinations. The Company does not expect the
adoption of the Update will have significant impact on its fair value measurement or its disclosures.

In December 2010, the FASB issued ASU 2010-29, Disclosure of Supplementary Pro Forma Information for Business Combinations,
(ASC Topic 805, Business Combinations). The amendments in this Update specify that if a public entity presents comparative
financial statements, the entity should disclose revenue and earnings of the combined entity as though the business combination(s) that
occurred during the current year had occurred as of the beginning of the comparable prior annual reporting period only. The
amendments in this Update are effective prospectively for business combinations for which the acquisition date is on or after the
beginning of the first annual reporting period beginning on or after December 15, 2010. The adoption of this Update only impacted
our disclosures, but not our consolidated balance sheet, statement of operations or statement of cash flows.

In January 2010, the FASB issued guidance that requires new disclosures, and clarifies existing disclosure requirements, about fair
value measurements. The clarifications and the requirement to separately disclose transfers of instruments between level 1 and level 2
of the fair value hierarchy was effective for interim reporting periods in 2010; however, the requirement to provide purchases, sales,
issuances and settlements in the level 3 roll forward on a gross basis became effective in 2011. Since this new guidance only amends
the disclosures requirements, it did not impact our consolidated balance sheet, statement of operations or statement of cash flows.

Note 3. Segments

After reassessing the Company’s business components and its plan to develop casino operations in Indo-China, the Company has
changed its reporting segments beginning in the fiscal year 2011. The Company consolidated its previously reported “table game
products” and “non-gaming products” segments into one business segment as “other products,” which was also aligned with its
internal reporting segments. Also, the Company redefined its “gaming machines participation” segment as “gaming” to include
revenue from future casino operations. As a result of the change, the Company disclosed the new segment information and applied this
retrospectively to all periods presented. The Company currently conducts business in two operating segments: (i) gaming operations,
which includes electronic gaming machine (EGM) participation and casino operations; and (ii) other products operations, which
consist of the design, manufacture and distribution of gaming chips and plaques and other plastic products. The accounting policies of
these segments are consistent with the Company’s policies for the accompanying consolidated financial statements.

The following table presents the financial information for each of the Company’s operating segments.

Old Basis

. i " Years Ended December 31,

(amounts in thousands) 2011 : 2010
Revenues: ‘ " )

Gaming OPETALIONS .....c.c.cuevireeieteerieeeieeeerartesseseserrerse s esssssssesesesaseres $ 17,396 | '$ 14,312

Other products OPEIAtIONS ........cecvevereererrerereeresreesteseereeseceeressesesseseerssnnes 9,733 7,893
TOtal TEVENUES......cvereeecrerereeacricseeeieieit ettt eesa st es st sens $ 27,129 | § 22,205
Operating income/(loss): _

Gaming operations.gross margin(1).........cecoceeeeverecrecvrrnrnnnns eereegeeereenens $ 7,466 | $ 5,145

Other products operations gross margin (2).........ceceeeverververrerivnensreeenenns . 1,387 (2,011)

Corporate and other operating costs and expenses (3)............ rereerteareeneas (8,006) (8,820)
Total operating income/(1088) ........ccvvrrrereerrerrernenss ettt ten g s eeas $ 847 | § (5,686)

1) Calculatlon of gaming operations gross margin includes impairment of gaming assets of approximately $1 4 million and $388 000
for the years ended December 31, 2011 and 2010, respectlvely

(2) Calculation of 2010 other products operations gross margin includes 1mpa1rment charges of approximately $3.0 million.

(3) Corporate and other operating costs and expenses for 2010 were revised to reflect reclassification of loss on dispositions of assets.

, ) December 31, i
(amounts in thousands) 2011 2010
Identifiable assets:
Gaming OPETAtIONS ......verereirerrcerserenrarnnsressenssersssesssseseresseresssensesessereses $ . 28,865 § 29,764
Other products OPErations......c...c.cevvvievrrereeeeesieeerereseseresesesesesesresssessns 5,992 5,349
COIPOTALE ....vvevvrvrereerererersrersnenissernersnseeenen. ettt 9,247 8,946
Total identifiable ASSELS......ceererirrivririerirreseereereeeeeereeeeeeereeeeeeessesnseesnsssensens $ 44,104  § 44,059




December 31,

(amounts in thousands) 2011 2010
Goodwill:
GaAMING OPETALIONS ......vevnrmeeenenerierereerirre et ese st sseesssasasneneneas $ 357 § —
Other products OPETALIONS .......cevrrererieerireeresienteiisesisese s sssssssesseses , — —
COTPOTALE ...veevivivreienrerrerereteresstrssereresttssessasesessssssesesenessesessosssessssorensasen ) — —
TOtal GOOAWILL.....cueevirirrnrieerieerecrierenesiereresresesereeessesseseeseesesessesnessemnene - $ 357 § ' —
Old Basis
Years Ended December 31,
(amounts in thousands) 2011 2010
Capital expenditures: : ’
Gaming OPeTatioNS(1) ....oveveveurierereerererieeserinieteere sttt et sene $ 4723 | $ 5,173
Other products Operations ..........c.eeeevivereerereneenene Teeterererte et renees 315 226
COTPOTALE ...cueieneiiiirirdeiere ettt er e s et e be st ss et e st sas e b saie 31 ' 41
Total capital EXPENItUIES .........cocvvevierereriesiereeniressssassssesssesssnsssasesnsess $ 5,069 | $ 5,440
Depreciation and amortization:
GaMING OPETALONS ... .ceevereririereteeereseressesssesrsssaesesesessesesessesesesesesensrsen, $ 7451 | $ 8,020
Other Products OPEIAtiONS .........oevvrererserrerrereresrereriesrasesessrssssseseosenseserses 264 896
Corporate .......... eetetree e e——tette e ——taetaesab i artrasaassas b bt s e s e tnbatesaeaserarabrneanane -39 479
Total depreciation and aAMOTIZAtION .......ccvveeerierereinrnrernnensirereeserseseesersens $. 7,754 | $ 9,395
Interest expenses and finance fees:
GAMING OPETALONS ..v.vucveererrererirrieressioreseeseseseresssersssssessssssssasssesesssrsssesenns $ 330 | $ 351
Other products OPErations ..........cccveeurrererrerrereereerererrsersreresensseseosesessessesees 69 58
COTPOTALE ..ottt -6 2
Total interest expenses and finance fees ........ocvvvnerrveniieneniesencereeeeee 3 405 | § 411
Income tax (expense)/benefit:
Gaming operations (2) ................ ettt n et ees e $ — 13 (140)
Other products OPETations ........cocecvereeirterererrieerteceeecr et e enee 18 764
COIPOTALE ....veiernieiie ettt eteerre et ae s e e saeesaeesmenan (69) 41
Total income tax (expense)/benefit.........cocureiiiiinmiiiniiiciniiieniicssniens $ S| $ 665

(1) Includes costs related to new casino development projects of approximately $600,000 and $2.1 million for the years ended
December 31, 2011 and 2010, respectively.

(2) The Company is required to pay a fixed gaming obligation tax for its operations in Cambodia. The amount paid was
approximately $57,000 for the year ended December 31, 2011 and was included in selling, general and administrative expenses.

Geographic segment revenues for the years ended December 31,2011 and 2010 are as follows:

Old Basis

Years Ended December 31,

(amounts in thousands) ) 2011 2010
CAMBOGIA ..ottt et eeteee e s et e essasssaeesseesanaesasesssssssssessansane $ 14,005 | § 11,069
MaCal ...coovvvvereeeeeeec e erreen evrreenereriaraeeeeareaerbreeaeaneen 712 242
PHIHPPINES ...vceecvieeectieicecte et et er et a e ssbass et et e s bnssasesesassanns T 3454 3,525
Other ASian COUNIIIES......ccccvveeiiicieeeeecreeieecneeeevresre e esreessssessesenseseranens 785 766
AUSITALIA. ....oeeenieiieei et eete et s s ve e s snbeessnetssessbeensbeasssrsnesennnees 7,043 5,850
BUIOPE ... ittt s et e e ssse st s bt ss s aessessasssabasseansasees 815 582
OFhET ...ttt sttt sttt ne 315 171
$ 27,129 | § 22,205
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For the year ended December 31, 2011, the largest customer in the gaming segment represented 80% of total gaming revenue and the
largest customer in the other products segment represented 18% of total other products revenue. For the year ended December 31,
2010, the largest customer in the gaming segment represented 75% of total gaming revenue and the largest customer in the other
products segment represented 21% of total other products revenue.

Long-lived assets, goodwill and intangible assets identified by geographic segments consisted of the following:

December 31,
(amounts in thousands) 2011 2010
CambOodia.......cccvvmiieirriiiniii et nees $ 14,966 § 16,206
PRILIPPINES .....cvovrermereneiiirienesieneceencrtstst e sesecscssessnsesssasesasenssssssesnssnss 5,598 9,672
Other Asian COUNIIIES.......ocveriivemiiiririiccnaeesisiencssesesnessseesssscaiesesessnesenees 1,661 : 175
AUSITALIA. ..evveeeeeecreccceiee ettt esssteeetreestbeesraressbesbbessbnienetenesssnsaess 806 . 702
UNILEA SEALES ...c.eovveniiireiriereriniierinternestseeeeseesesaesessssssesesnssssssasaatsessersssons 340 476
$ 23,371  § 27,231
Note 4. Inventories .
Inventories consisted of the following:
. December 31,
(amounts in thousands) 2011 2010
SPALE PAILS ...evvveveirerrrirvereinresrerernesesesnasesesassesessssosesanse rerteterere st annees $ 147 $ . 105
Raw mMaterials .........oovevrvieieiiiiecrciiricerecreereeeseeesesessosasensons . 1,370 680
FInished S00AS ..cuvvviiierirreiireieiecessieets s rere s eress e s e b e s s ssasesenes 377 279
$ 1,894 § 1,064
Note 5. Prepaid Expenses and Other Current Assets
Prepaid expenses and other current assets consisted of the following:
) December 31,
(amounts in thousands) - 2011 g 2010
Prepaid taXES ......ovevviueeereieiricnerneieir et se e st ss s b b s e na s anas $ — 3 239
Prepayments t0 SUPPLIETS .....c.covveeurrerrevercnrerecereerinressssesssessonsesssrsssesansasessans 528 783
Deposits on EGM OFAETS.......coucreiierereeresenenassiesesessesesessesesssessesarensssessrsnses _ 121 29
Restricted Cash ..ottt eean 123 —_
Prepaid LaSES. .. ..cvrerreeereeinreierererererere ettt retensasbensanns 39 L —
’ ‘ $ 811 § 1,051
Note 6.  Receivables
Accounts and other receivables consisted of the following:
L December 31,
(amounts in thousands) ) : 2011 2010
Trade accounts .........ceuvveiervenercnniienenenesennen. eeverreeeeeeespeesevonnnsinis $ 2,730 $ 2,854
OHNET .ottt ettt r et esn e et saese e s as s e e sa s sss e bensssnsenns 114 101
. 2,844 2,955
Less: allowance for doubtful accounts............ccovvrvueesrienierisnrssnisninnisiinsinne. (39 . —
NEL ottt sresaeens ettt ettt s e st eeeane 8 2,805 $ : 2,955

Note 7. - Electronic Gaming Machines (EGMs) and Systems
As a result of the Quasi-Reorganization, the asset carrying values were adjusted to a new cost basis and the accumulated depreciation

of EGMs and systems were also removed to adjust the basis as of December 31, 2010 (Please see Note 1 for more details). Additions
of EGMs and systems in 2011 are stated at cost. -
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The majer categories of EGMs and systems and accumulated depreciation are presented below:

Useful
- Life December 31,
(amounts in thousands) . (years) 2011 2010
EGMS......oevrreenennsinssesssasssssssssessessssessssnssons ervereenes 3-5 $ 12,116 $ 11,379
SYSLEIMIS 1..vveererceereeereterereressesirersessiosssesessssensssessssessossens 5 : 1,008 981
_ - 13,124 12,360
Less: accumulated depreciation ............ccoccevervecvernnnnnne ' (4,235) —
§ - 8,889 § 12,360

Depreciation expenses for the years ended December 31, 2011 and 2010 were approximately $4.9 million and $8.0 million,
respectively, which were recorded in cost of EGM participation in the consolidated statements of operations. Due to the Quasi-
Reorganization, depreciation expenses are not comparable between the years ended December 31, 2011 and 2010 as the basis of the
assets are different.

During the year ended December 31, 2011, the Company hadywritten off non-performing gaming assets of approximately $1.4 million.

During the year ended December 31, 2010, the Company had written off gaming assets of approx1mate1y $388, 000 pnmanly related to
the closure of a non-performing venue. -

Note 8. _ Property and Equipment
As a result of the Quasi-Reorganization, the asset carrying values were adjusted to a new cost basis and the accumulated depreciation
of property and equipment were also removed to adjust the basis as of December 31, 2010 (Please see Note 1 for more :details).

Additions of property and equipment in the year ended December 31, 2011 are stated at cost.

Property and equipment consisted of the following:

Useful B
Life December 31,

(amounts in thousands) (years) 2011 2010
Equipment and vehicles, furniture and fixtures ............ 3-10 $ 1,246 § 1,412
Land and other project COStS .......ccouueverreerereverereerererenes 3-25 . 1,554 412
Leasehold improvements ............ccccccveereevneeererensennnnen. 12 ' 72 ’ -117
e 2872 1,941
Less: accumulated depreciation......... et nrenes : o (314 =
' SRR 8 2,558 § 1,941

During the year ended December 31, 2010 the Company recorded an impairment charge—of approx1mately $665,000 malnly related to
its Dolphin operations in Australia, .

Note 9. Intangible Assets, including Goodwill and Casino Contracts
As a result of the Quasi-Reorganization, the asset carrying values were adjusted to a new cost basis and the accumulated amortization
was also removed to adjust the basis and casino contracts were newly recognized as intangible assets as of December 31, 2010 to

reflect the value of existing contracts in the Philippines and-Cambodia operations. Subsequent additions of intangible assets, if any,
are stated at cost.
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The Company’s intangible assets are summarized as follows:

Useful
o Life December 31,
(amounts in thousands) (years) 2011 2010
Definite-life intangible assets:
Gaming Operation agreement .........ccovveeuruercvercusiseseuensenes 4-5 $ 1,173 § —
Less: accumulated amortization..........coevvevvevecvesnenennan ' : 62) —
Goodwill ............. s e 357 —
Patents.......c.coveeverenene fettes st 56 - 114 114
Less: accumulated amortization............. SR . 21 ' =
TERACTALKS ..o erssoes s crseesre s e s s ’ 5-9 ' 26 26
Less: accumulated amortization............ccocveeeeeevecevenincnines _ 3 —
" Casino contracts.............. ettt sttt ees ' 5-6 12,790 ‘ 12,790
Less: accumulated amortlzatlon ..... seissesegzegsassagearassans eraes ‘ (2,450) ’ —
TOUALS ..ottt s st rese st resosesssrenenassseseans $ 11,924 " § 12,930

Amortization expense for finite-lived intangible assets was approximately $2.5 million and $406,000 for the years ended
December 31, 2011 and 2010, respectively. Annual estimated amortization expense for each of the five succeeding years and
thereafter is as follows:

(amounts in thousands) > R k .
2012 oot $ 2,725

2013 e 2,725

2014 oo , v 2,725

2015 e, 2,725

2016 ..t 660
Thereafter.........ccccceereeiuene -7

403 7:) D 8 11,567

Note 10. Prepaids, Deposits and Other Assets
Prepaids, deposits and other assets consisted of the following:

December 31,

(amounts in thousands) : s 2011 2010

Office and equipment rental deposns ........ RSOOSR $ 30 § 48
Restricted cash...........icoomiiiieiioiiniinnnns et e et s e e e see e neene e ' S 325 ' 118
Prepaid BAXES everveeeveee e eesseese s eesseesssaseesasesses s sttt a s raeenrea 752 ' -394
Prepaid 1eases. ..ottt bt N 786 ‘ —
OtHET ...ttt s s s s s bbb ene et o S e . §
TOUALS veveeeeeereeeeeeeeeeeeeteeeeeeeenssessssosesessenenesessessnenes etreeeren et are et et tsten s st ssaraeeans $ 1,893 § 561

As of December 31, 2011, prepald leases conswtcd of land lease prepayments of approx1mately $242 000 and $544 000 for the casino
projects located in the respective Cambodian provinces of Kampot and Pailin. = =

Note 11. Accrued Expenses

Accrued expenses-consisted of the following:

December 31,

(amounts in thousands) 2011 2010

Payroll and related COSES ....c.cceivimmunrirreeerecniniessisseneessssesseseesesesssacsesssencnceneses $ 98 $ 1,000
INEETESE .ottt sttt e e e s e ee e e s essasetaess e sanesessss e sae e seasainbasonesssssnnenns 16 61
Legal, accounting and taX ......ccceceereieinnieereereseieesseesesersseseseresssssssases reeeviens 254 180
ACCTUEH TAX EXPEIISES. ...vurverrsreresrserassrsesrersessaessessessesssssssssssessassessssssssassnssesiessesis 625 608
DEFEITEA TENL ... .covveiiiiieciireecieeeciiiectee et ceeeeaeesreeraessensesssassnbasbessnsasassesesssenssnen 4 ) 54
OBRET .ttt ettt sres et et e et e e s basbsesaesaessebesbesseessasarebensesaesunsasennosesn 361 322
TOtals ..vevererereeeeeerireneene Leeeteetebneeetetereetesterersebe b e e et aae st et et aresuesssaeransnies R $ 2228 § 2,225
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Note 12.  Debt and Capital Lease Obligations
Debt and capital lease obligations consisted of the following:

. : ’ ) December 31,
(amounts in thousands) - = - ] 2011 2010

Notes payable to.a related party at interest 0f 5%.......ccccveiuererrerecvnrerenerenes s $ 6211 $ 9,202
Capital lease obligations to an Australian bank at various interest rates -
and collateralized by eqUIPMENt .........ccccecevivcenivreriirevenienierennree e ee e eeenne 322 ‘ 471
T TOtAL ettt e b st nteba e n et e et ebenanasennas $ 6,533 § 9,673
Less: CUITEnt POTtION ....civvveereesiinesienenieisstessesetetesesesisseseesaesesssenseienesssanens $§ (6,533) $ (3,155)
Non-current portion ..........cc.cceeveevvverene e cesseereneresseresteberensivsrentesensnsivenans $ — § 6,518

On November 6, 2008, in accordance. with the amended Trade Credit Facility Agreement (the “Facility Agreement™), Elixir
International Limited (“Elixir International”), a then wholly-owned subsidiary of EGT Entertainment Holding Limited (“EGT
Entertainment Holding”), which is the principal shareholder of the Company, exchanged its promissory note issued under the Facility
Agreement in the original principal amount advance of $15.0 million for a new promissory. note issued by the Company for the then
outstanding principal amount of approximately $12.1 million. The outstanding principal and the interest accrued (revised from 8% to
5%) thereon were to be repaid in 24 equal monthly installments reset from January 1, 2009.

On July 24, 2009, the Company entered into a second amendment (the “Second Amendment”) to the Facility Agreement with Elixir
International to defer the repayment of principal and interest on the outstanding principal balance of approximately $9.2 million
during the period from July 1, 2009 to June 30, 2010 although interest at the rate of 5% per annum continued to accrue on the
outstanding principal balance of approximately $9.2 million (the “Outstanding Principal Balance™). Repayments in'18 equal monthly
installments were to resume on July 1, 2010.

On April 20, 2010, the Company entered into a Deed of Assignment and Novation and Consent (the “Deed of Assignment”) with
Elixir International and EGT Entertainment Holding. Pursuant to the Deed of Assignment, the Company agreed to the assignment and
transfer by Elixir International of all its rights and obligations under the Facility Agreement and the related promissory note to EGT
Entertainment Holding, our principal shareholder, with immediate effect. The said assignment and transfer was made in relation to the
disposal of Elixir International by EGT Entertainment Holding and does not have any impact on the note terms or the repayment
obligations of the Company save and except that when the repayment schedule resumes, the monthly repayment of principal and
interest under the note will be made to or at the direction of EGT Entertainment Holding instead of Elixir International.

On May 25, 2010, the Company entered into a third amendment (“Third Amendment”) to the Facility Agreement with EGT
Entertainment Holding, pursuant to which the payment schedule of the Outstanding Principal Balance and the interest accrued thereon
were further restructured in the following manner: (i) the total interest-accrued on the Outstanding Principal Balance during the period
from July 1, 2009 to June 30, 2010 in the amount of approximately $458,000 to be paid by the Company in a lump sum payment on
July 1, 2010; (ii) on the first day of each calendar month during the period from August 1, 2010 to June 1, 2011, the Company was to
pay interest in arrears on the Outstanding Principal Balance at the same rate of 5% per annum for the preceding month; and (iii) the
Company is to repay the Outstanding Principal Balance and interest accrued thereon at the rate mentioned above in 18 equal monthly
installments commencing on July 1, 2011. Pursuant'to the terms of the Third Amendment, the Company paid total principal and
interest of approximately $3.0 million and $417,000, respectively, for the year ended December 31, 2011 to EGT Entertainment
Holding. (See Note 15) Interest expenses capltahzed during the ysar ended December 31, 2011 and 2010 amounted approximately
$36,000 and $18,000 respectively. S :

In 2006, the Company entered into a capital lease agreement for the lease of four injection molding machines with auxiliary
equipment. The lease has a six year term and the machines will be fully owned on final payment at the end of the contract term. The
molding machine lease was capitalized at the present value of the future minimum lease payments at lease inception. As of
December 31, 2011, the capital lease balance is approximately $322,000 which will be fully settled in 2012.

The cost and accumulated depreciation of property and equipment that the Company is leasing under capital lease arrangements is
approximately $187,000 and $37,000, respectively, as of December 31, 2011. Depreciation expense amounted approximately $37,000
for the year ended December 31, 2011. The cost and accumulated depreciation of property and equipment that the Company is leasing
under capital lease arrangements was approximately $187,000 and $NIL, respectively, as of December 31, 2010.
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Note 13. Stock-Based Compensation
Options

At the annual shareholders meeting on September 8, 2008, a new stock option plan, the “2008 Stock Incentive Plan” (the “2008
Plan”), was voted on and became effective on January 1, 2009, which replaced two previous plans, the Amended and Restated 1999
Stock Option Plan and the Amended and Restated 1999 Directors’ Stock Option Plan (the “Stock Option Plans™), thereby terminating
both of the Stock Option Plans on December 31, 2008.

The 2008 Plan allows for incentive awards to eligible recipients consisting of:

e  Options to purchase shares of common stock that qualify as incentive stock options within the meaning of the Internal Revenue
Code;

e Non-statutory stock options that do not qualify as incentive options;
¢ Restricted stock awards; and
e Performance stock awards which are subject to future achievement of performance criteria or free of any performance or vesting.

The maximum number of shares reserved for issuance under the 2008 Plan was originally 5,000,000, and in July 2010 the Company’s
shareholders approved an increase in the number of shares reserved for issuance to 10,000,000. The exercise price shall not be less
than 100% of the fair market value of one share of common stock on the date of grant, unless the participant owns more than 10% of
the total combined voting power of all classes of stock of the Company or any parent or subsidiary corporation of the Company, in
which case the exercise price shall then be 110% of the fair market value. The outstanding stock options generally vest over three
years and have ten-year contractual terms.

During the year ended December 31, 2011, stock options for the purchase of 3,575,000 shares of common stock were granted with a
weighted average exercise price of $0.36 and weighted average fair value of $0.35 (2010: $0.24) per share and will vest from six-
month and one day periods to three-year periods. During the year ended December 31, 2011, 416,666 restricted stock awards with a
fair value of $0.36 per share were issued. The shares of restricted stock shall vest, subject to and upon the recipient’s achievement of
key operational and financial performance milestones. For restricted stock awards with performance conditions, the Company
evaluates if performance conditions are probable in each reporting period. The compensation expense of restricted awards is
recognized ratably over the implicit service period if achieving performance conditions is probable. Cumulative catch-up adjustments
are required in the event of any changes in the assessment of probabilities. '

During the year ended\Decémber 31,2011, 1.8 million shares of performance common stock with a fair value of $0.29 per share were
issued in recognition of recipient contributions to the Company in 2010. These shares vested immediately when granted and related
compensation expense was fully recognized on the grant date.

During the year ended December 31, 2011, the Company issued 433,333 shares of common stook and received approximately $35,000
cash in connection w1th the exercise of outstandmg stock options.

Prior to January 1, 2009, the Company had two stock options plans, the Amended and Restated 1999 Stock Option Plan and the
Amended and Restated 1999 Directors’ Stock Option Plan (the “Previous Stock Option Plans™), through which 15,000,000 shares and
300,000 shares were authorized, respectively. Both Previous Stock Option Plans expired on December 31, 2008, however, options
granted under the Previous Stock Option Plans that were outstanding as of the date of termination remain outstandmg and subject to
termination according to their terms.

As of December 31, 2011, stock options for the purchase of 4,112,834 and 90,400 shares of common stock, respectively, were
outstanding in relation to the Amended and Restated 1999 Stock Option Plan and the Amended and Restated 1999 Director’s Stock
Option Plan.

As of December 31, 2011, there were outstanding non-plan options to purchase 1,990,000 shares of common stock. The non-plan
options were issued to certain employees and non-employees of EGT-Entertainment Holding as approved by our stockholders in
September 2007 pursuant to the initial closing of the transactions under the Securities Purchase and Product Participation Agreement
dated June 12, 2007 between us and EGT Entertainment Holding.
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As of December 31, 2011, stock options for the purchase of 6,400,000 shares of common stock were outstanding under the 2008 Plan.

As of December 31, 2011, 9,134,900 stock options were exercisable with a weighted average exercise price of $1.21, a wéighted
avérage fair value of $0.18 and an aggregate intrinsic value of approximately $303,000. The total fair value of shares vested during the
year ended December 31, 2011 and 2010 were $520,000 and $576,000, respectively.

\ summary of all current and expired plans as of December 31, 2011 during the vears then ended are presented

in the following table:
- Weighted Average Aggregate
Number of Weighted Average Remaining Contractual Life Intrinsic Value
Shares _ Exercise Price (in years) (in thousands)
Outstanding as of
December 31,2009.............. 10,737,065 $ 1.84 432 § 502
Granted ........ooevvevrrrerrererennens 2,850,000 $ 0.27 — 3 248
Exercised.......oceevrreerennerennnne (310,000) $ 0.08 —  $ 68
Forfeited or expired.............. (1,769,298) $ 2.58 - — § —
Outstanding as of : ‘
December 31, 2010.............. 11,507,767 $ 1.39 437 § - 1,089
Exercisable as of ' ’
December 31, 2010.............. 9,599,433 § 1.61 343 § 875
Weighted Average Aggregate
Number of Weighted Average Remaining Contractual Life Intrinsic Value
Shares Exercise Price (in years) (in thousands)
Outstanding as of : ' :
December 31, 2010.............. 11,507,767 $ 1.39 437§ 1,089
Granted ....coovcvrrrvirrereneneneenns 3,575,000 § 0.36 — $ —
Exercised......coovvveeeenieneencnes (433,333) $ 0.08 — % 105
Forfeited or expired.............. (2,056,200) $ 2.39 — 3 —
Outstanding as of
 December 31,2011 .............. 12,593,234 § 0.98 540 $ 303
Exercisable as of
December 31, 2011 .............. 9,134,900 3§ 1.21 404 $ 303
Restricted Stock
‘ ‘Weighted .
Weighted Average
Average Remaining
Number of Fair Value at Contractual Life
Shares Grant Date (in years)
Unvested balance as of December 31, 2009 .........c.ccococenee eereereeeserenaene — 3 — —
GIAILEd ...t s es s nasss ettt ta e sasasrsn st ss b nsnsens 922,727 $ 0.27 —
VESEEA (1).ereereririeieeienieenereee e raesterestesssisae s essetsbasssenesessassansassasnssasane (922,727) $ 0.27 —
Unvested balance as of December 31, 2010 ....c.covvviveevimniecinsenscennenns — 5 — —
Weighted
~ Weighted Average
Average Remaining
Number of Fair Value at - Conftractual Life
Shares Grant Date -(in years)
Unvested balance as of December 31, 2010 ......c.cocvcvirevnnirnrinnncincnieenins — 3 — -
GIANLEA .....ooeeeereereetreee e e e st eeresseesescesbesassbesissss b e st s sbesassaennesenssenanas 2,216,666 $ 0.30 —
Vested (1) forernseeneresstenesstssassatestenasonnes (2,216,666) $ 0.30 —
Unvested balance as of December 31, 2011 ...cocveoieriveveeeineniniiiiienens : —  $ — —

(1) Vested shares included 416,666 shares and 472,727 shares, for 2011 and 2010, respectively, of restricted common stock for which

~ final vesting has been approved by the Compensation Committee of the Company.
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Recognition and Measurement

The fair value of each stock-based award to employees and non-employee directors is estimated on the measurement date which
generally is the grant date while awards to non-employees are measured at the earlier of the performance commitment date or-the
service completion date using the Black-Scholes-Merton option-pricing model. Option valuation models require the input of highly
subjective assumptions, and changes in assumptions used can materially affect the fair value estimates. The Company estimates the
expected life of the award by taking into consideration the vesting period, contractual term, historical exercise data, expected
volatility, blackout periods and other relevant factors. Volatility is estimated by evaluating the Company’s historical volatility data.
The risk-free interest rate on the measurement date is based on U.S. Treasury constant maturity rates for a period approximating the
expected life of the award. The Company historically has not paid dividends, nor does it expect to pay dividends in the foreseeable
future and, therefore, the expected dividend rate is zero.

The following table summarizes the range of assumptions utilized in the Black-Scholes-Merton option-pricing model for the valuation
of stock options granted during the years ended December 31, 2011 and 2010:

2011 2010
Range of values: Low High Low High
Expected volatility ............ccouererernenene 127.83% 174.40% 129.51% 174.73%
Expected dividends................ erieeneens — — — —
Expected term (in years).................... 3.73 9.85 © 1.88 9.88
Risk free rate........ccocorvnrererevecnennenen 0.84% 3.43% . 0.58% - 3.14%

For stock-based compensation accrued to employees and non-employee directors, the Company recognizes stock-based compensation
expense for all service-based awards with graded vesting schedules on the straight-line basis over the requisite service period for the
entire award. Initial accruals of compensation expense-are based on the estimated number of shares for which requisite service is
expected to be rendered. Estimates are revised if subsequent information indicates that forfeitures will differ from previous estimates,
and the cumulative effect on compensation cost of a change in the estimated forfeitures is recognized in the period of the change.

For non-employee awards, the Company remeasures compehsation cost each period until the service condition is complete and
recognizes compensation cost on the straight-line basis over the requisite service period. S

The Company estimates forfeitures and recognizes compensation cost only for those awards expected to vest assuming all awards
would vest and reverses recognized compensation cost for forfeited awards when the awards are actually forfeited.

For awards with service conditions and graded vesting that were granted prior to the adoption of ASC 718, the Company estimates the
requisite service period and the number of shares expected to vest, and recognizes compensation expense for each tranche on the
straight-line basis over the estimated requisite service period. '

Warrants

A summary of the status of the Company’s warrants outstanding at December 31, 2011 and 2010 and changes'during the years then
ended are presented in the following table. ’

Weighted Average
Weighted . Remaining :
Average Contractual Life - Aggregate
‘Warrants Exercise Price (in years) Intrinsic Value
Warrants, as of December 31, 2009.......... 13,125,000 § 1.86 112 - § —
EXpired.......ccoceveceenvnnenerieeeeeeeeeeene (10,000,000) $ 1.80 — 3 —
Exercisable as of December 31, 2010....... 3,125,000 $ 2.06 048 § —
| ‘ : Weighted Average
- Weighted Remaining
Average Contractual Life Aggregate
. - Warrants Exercise Price . (in years) ._Intrinsic Value
Warrants, as of December 31, 2010.......... 3,125,000 $ 2.06 : 048 § -
EXPired.....cocovevevrireirieererererereeccseseneans (3,125,000) $ 2.06 — 3 —
Exercisable as of December 31, 2011....... — 3 — — 3 —
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Outstanding and exercisable warrants have no aggregate intrinsic value as of December 31, 2010 due to the fair market value of the
Company’s stock as of these dates. :

The table set forth above includes warrants to purchase 10,000,000 common shares held by EGT Entertainment Holding, all of which
expired on December 31, 2010.

There were no watrants granted or exercised during the year ended December 31, 2011.
Note 14. Accoiuiting for Impairment of Long-Lived Assets (including Ihtangible Assets) and Goodwill

The Company reviews long-lived assets for impairment whenever events or changes in circumstances indicate that the carrying
amount of an asset may not be recoverable. In such instance, the Company estimates the undiscounted future cash flows (excluding
interest) resulting from the use of the asset and its ultimate disposition. If the sum of the undiscounted cash flows (excluding interest)
is less than the carrying value, the Company recognizes an impairment loss, measured as-the amount by which the carrying value
exceeds the fair value of the assets.

For the year ended December 31,>201 1, the Company recorded an impairment charge of approximately $1.4 million mainly due to the
write-off of non-performing gaming assets.

For the year ended December 31, 2010, the Company recorded an impairment charge of approximately $665,000 in relation to the
Australian operation’s property and equipment. The Company also had a write-off of gaming assets of approximately $388,000
mainly related to the closure of a non-performing venue during the year and write-down of certain machines held for sale to zero
values.

The following table reflects the components of the impairment of long-lived assets included in the consolidated statement of
operations: ’

Old Basis
Years ended December 31,
(amounts in millions) 2011 2010
Non-performing EGMS..........oueveerrmcurueeneerssenersensssisrnsssssesnes $ 13| $ —
Australian OPerations ........coceeoevervrreerisneisirieiietese oo resi s — 0.7
‘ 1.3 0.7
Write-off of other gaming assets..........cvirvniiiinnininnnieisineeneans 0.1 04
Total impairment CRATZES .......c.cocovererreerrcresiriisiinnesiessesssssesesees $ B 14 | § 1.1

The Company measures and tests long-lived assets, including finite-lived intangibles for impairment when there are indicators of
impairment in accordance with ASC 360-10-05, Property, Plant and Equipment.

The Company measures and tests Goodwill for impairment, at least annually in accordance with ASC 350-10-05, Intangibles —
Goodwill and Other.

During the year ended December 31, 2010, the Company determined to write down intangible assets associated with its Australian
operations as the carrying value of the assets was higher than the expected value of the projected future cash flows. As a result the
Company recorded an impairment charge of approximately $2.4 million in relation to write-downs of goodwill and intangible assets.

Note 15. Related Party Transactions

On April 21, 2008, the Company entered into a Trade Credit Facility Agreement (the “Facility Agreement”) with Elixir International
Limited (“Elixir International”), a company which used to be a wholly-owned subsidiary of EGT Entertainment Holding, the
Company’s principal shareholder. Upon entering into the Agreement, the Company issued the first note pursuant to the terms of the
Facility Agreement in the principal amount of $15.0 million (the “Initial Advance”). The Initial Advance extinguished a then trade
payable of an equivalent amount to Elixir International with respect to EGMs previously acquired.

As a result of the disposal of Elixir International by EGT Entertainment Holding, Elixir International assigned and novated all its

rights and obligations under the Facility Agreement and the related promissory note (as amended) to EGT Entertainment Holding in
April 2010. '
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Subsequent to its origination, the Facility Agreement has been amended three times, mostly recently on May 25, 2010 on which date
we entered into Amendment No.3 to the Facility Agreement with EGT Entertainment Holding (the “Third Amendment”), pursuant to
which the Company issued a new note (the “Third Amended Note) to replace the previous terms. Under the payment schedule of the
Third Amended Note, the outstanding principal balance of $9.2 million and the interest accrued thereon were restructured in’the
following manner: (a) the total interest accrued on the Outstanding Principal Balance during the period from July 1, 2009 to June 30,
2010 in the amount of $458,000 to be paid by us in a lump sum payment on July 1, 2010; (b) on the first day of each calendar month
during the period from August 1, 2010 to June 1, 2011, the Company to pay interest in arrears on the Outstanding Principal Balance at
the same rate of 5% per annum for the preceding month; and (c) the Company to repay the Outstanding Principal Balance and interest
accrued thereon at the rate méntioned above in 18 equal monthly installments commencing on July 1, 2011. Pursuant to the terms of
the Third Amendment, the Company paid total principal and interest of approximately $3.0 million and $417,000 respectively to EGT
Entertainment Holding for the year ended December 31, 2011.

As of December 31, 2011, the total outstanding principal amount under the notes payable to EGT Entertainment Holding (see Note
12) was approximately $6.2 million. : ’

Effective January 1, 2010, the Company began sub-leasing office space from Melco Services Limited, a wholly-owned subsidiary of
Melco International Development Limited, which is also the parent of the Company’s principal shareholder, EGT Entertainment
Holding. '

Significant revenues, purchases and expenses arising from transactions with related parties were as follows:

Years ended December 31,
(amounts in thousands) 2011 2010

EGT Entertainment Holding _
Principal and interest payments ..........c...c.c.coun..... eettenett ettt b ettt n et e bt e b et eaeasaeberen $ 3,408 $ 458

Melco Crown Gaming (Macau) Ltd

Deposit received 0N SAles OTAETS ... ..cccvcccrererieeeerinsieeeteietsisiseseseseeseseeseeseseeeeseseesssssssessens
Purchase of fixed assets ...........ccoverrenenicn SSREIe ttutete ettt sttt e bt e s ba st e s s e besranne
Sales of gaming products.............cco.cvvecnee sonveraressessreniens enersasneeneie st sanianesiaedansares e

(120)
61

(459)

&P
&P

Melco Services Limited

TECNNICAL SEIVICES....civrvevierceeiiercite et et eeeeeeressseseesesesseanssresssssesessieesesseenessons $ 32 3 33

OffICE TENLAL.......cuiiiitereicere et ettt et e ee s neenn $ 150 S 139
$ ® $ (36)

At December 31, 2011, the notes payable to EGT Entertainment Holding had outstanding principal amounts and additional accrued
interest totaling approximately $6.2 million and $135,000, respectively. ' v

Note 16. Income Taxes
The components of the provision for income taxes were as follows:

Years ended December 31,

(amounts in thousands) ‘ ' - 2011 - 2010
Federal — Deferred ........ccoveiverivinicirieeseeeeeeeseseatases eeeerrreroreens eereerenreeee e raetennen $ 49 $ 210
SEALE ..eeceeererietceeetrersie ettt et ettt ettt eae s e e e et seses e e e e ne e e sesesetesenseeeeaen — o
FOTEIZN.....oiiuiiiiiiiicitt ettt ses bbbt s ems et e eeaenee s
CUITENL ...ttt ie e reaesbi b snesens ererrernresreensenrreneans reveereerbennennens (90) (50)
Deferred............ reerrennnes et e s s e e st e st et e e rae b aeabanetbenneserne e rereesaeenaessaesaeenens 88 - 505
Total tax (expense)/benefit ............ovcivmveenveecisivnsenenc. Severisteberere et eriseaeaesebesenene s sereesstenes $ G| $ 665
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The reconciliation of the statutory federal income tax rate and the Company’s effective tax rate was as follows:

i } Years Ended December 31,
(amounts in thousands) 2011 - 2010

Federal (expense)/benefit at STAMULOTY TALES........vvrvruvuimnnrrrivssiisssrsssisssssess s snens $ (235)| $ 1,998
Difference in jurisdictional taX rates ...ttt csreeeneeains tevveeenennes : 2,970 1,812
Expense not deductible for tax............. : (312) (756)

' Income not subject-to tax .......cccvvvveinnninens ercensaenasanei deveeverresniesenas ettt be s 1,492 C N
AdJustment of provision to tax return ..........ccocevvveveniereninnnnnneas, JOR OO e (1,044) - (4,537)
Change in valuation allOWANCES............ccveeeeruerseiieriremermeesemssmesesiossessensensessesses e i (448) 1,446
FIN 48 1SEIVe ...ccvveivverersrreesernene eveeretereaa s s e se Rt Rt bbb s AR e R er At s R e e e s aet et astetens (2,467) 737
OBDET ..cvvveerieeeecetee st et se s st s sttt sassebeneasen bt sreatsa s e bt se s R et a s b e b nen b b s b eabebs () (28)
Total tax (expense)/beneﬁt ............................................................................. reeereerereneas $ S| $ 665

Consolidated income/(losses) before taxes for domestic and international operations are as follows:

: Years Ended December 31,
(amounts in th nds) 2011 2010

DIOIMESEIC . vvvsisisinierivrereresesesesererssrssesesesessasassssassessnssnsssarassssiessssssstsnnssssnsasssasasasassssesssossssns $  (13,118)| § (7,732)
INternational........ocvevveeierererersrereenreeereeersaennes eeesenen e be et ebe b eaerersaeaees evee earenteneres _ 13,811 1,857
Total mcome/(losses) before taxes ...................................... $ 693 | $ (5,875)

The primary tax affected components of the Company’s deferred tax assets/(liabilities) were as follows:

_ December 31,‘

(amounts in thousands) 2011 ) 2010

Deferred tax assets: ' ‘
Prepaid COMMISSION AZIEEMENL ........cccueereererecnenerreeeereermsissssensisssnsessses $ 1,277 § 639
Net OPErating LOSSES ... .coveerrvereeererreceeeeenteiteiisessets s esbe oo sse s 55,702 59,049

- StOCK OPLIONS....ccviiiieriririierieriics ettt st e 40 3,145

Depreciation and iMPairmMent........ievveeeeeerurereerereieressieseserssiesiveedsssessasessoass _ 4,425 2,467
Loss on subsidiary deregistration ' _ 1,076 e
Other............... eeeeteresrrneeae e sassassbinasene RO reeeeraesnrsresesasante s esantene 538 - 572
Valuation allOWANCES .......cceveveerrererenreeencenessenesiecsseessesssresussnsssssssenes “ (62,953) (65,911)

Deferred tax liabilities: v :
GOOAWILL ....oviiiievieeirieneet et e e st et n st ss st e bes b sasnes _ — ‘ @)
Acquisition of intangibles ........cceceveerrerierereiereer e (194) —
Other ............. OO PSSP O SOOI S (1)) (25)

Net deferred tax Habilities........c.eveveervirierieesereseneseeeressesesessssessssssssssessssenns $ (116) $ (71)

Domestic operating loss carryforwards were approximately $160.7 million and $165.0 million for the years ended December 31, 2011
and 2010, respectively, which are subject to limitations under Section 382 of the Internal Revenue Code. These domestic operating
losses began to expire in 2011. The Company expects to utilize the $160.7 million domestic operating loss to offset against corporate
income tax payable in the United States of America, if the domestic operating loss remains unexpired at the time when the Company
is subject to corporate income tax in the United States of America. Operating loss carryforwards of foreign subsidiaries were
approximately $3.6 million and $6.9 million respectively for the years ended December, 31; 2011 and 2010.

As of December 31, 2011, there were valuation allowances of approximately $62.5 million and $448,000, respectively, relating to pre-
Quasi-Reorganization and post-Quasi-Reorganization periods. As of December 31, 2010, there were valuation allowances of
approximately $65.9 million relating to the pre-Quasi-Reorganization peroids. Valuation allowances were provided on the domestic
and foreign operating loss carry forwards and other deferred tax assets because management believes these assets did not meet the
“more likely than not” criteria for recognition under ASC 740.

Undistributed eammgs of the Company’s forelgn subsidiary amounted to approx:mately $7.8 million as of December 31, 2011. Those
earnings were ‘considered to be permanently reinvested; accordingly, no provision for withholding taxes has been provided thereon.
Upon repatriation of those earnings, in the form of dividends or.otherwise, the Company would be subject to withholding taxes
payable to the forelgn country. Withholding taxes of approx1mate1y $1.1 million would be payable upon remittance of all previously
unremitted earnings as of December 31, 2011.
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A reconciliation of the beginning and ending amounts of unrecognized tax benefits is as follows:

(amounts in thousands)

Balance at January 1, 2010 ................cooovvviiiiiiiiicecieecteee e e $ 3,358
Increases in taX POSIIONS ...ccccvierieririiiririeieeice bt et sre e e e eaeeraens 165
Decreases in taX POSILIONS ....cccceeveereriiniiereerrierireeerestersoseessessessssrsersessereesnons _ (866)
Balance at December 31, 2010 .................ccoeoveveeieiieieieeereeeeiereeeeseessesaene $ 2,657
Increases in tax POSItiONS ........ccveeerereierireneeruerenerrnnens e e 2,428
Decreases it taX POSIHIONS ....couvviriuciieueiceirteieinnnneteeie e reeesereesessssesesenns 390)
Balance at December 31, 2001 .........co.ooiiiiiiieierecveerreereesssesssenseesiaessersaesns $ 5,055

The amount of uncertain tax benefits as of December 31, 2011 that would affect the effective income tax rate if recognized is
approximately $300,000. It is possible that the amount of unrecognized tax benefits will change in the next twelve months, however,
an estimate of the range of the possible changes cannot be made at this time.

The Company recognizes interest and penalties, if any, related to unrecognized tax benefits in the provision for income taxes in the
statements of operations. During the year ended December 31, 2011, the Company recorded interest and penalties of approximately
$67,000. At December 31, 2011, the Company has interest and penalties of approximately $178,000 accrued in the balance sheet.

The Company files income tax returns in the United States and in various states and foreign jurisdictions. The Company is subject to
federal, state and local, or foreign income tax examinations by tax authorities in jurisdictions which it operates. The Company’s 2005
to 2011 U.S. income tax returns remain subject to examination by the IRS. Currently, the U.S. internal Revenue Service is conducting
an audit of the 2008 and 2009 tax returns in the United States and initially proposed an unfavorable adjustment to the domestic
operating loss of approximately $5.1-million. The Company disagreed with the proposed adjustment and is currently working with the
IRS on this. The Company’s 2007 to 2011 Australian income tax returns remain subject to examination by the Australian Taxation
Office. The Company’s 2008 to 2011 Cambodian income tax returns remain subject to examination by the General Department of
Taxation. The Company’s 2008 to 2011 Philippines income tax returns also remain subject to examination by the Philippines Bureau
of Internal Revenue.

Note 17. Restructuring Charges

In accordance with ASC 420, Exit and Disposal Cost Obligations, the Company incurred restructuring charges of approximately $NIL
and $310,000 for the years ended December 31, 2011 and 2010, respectively. The restructuring charges during the year ended
December 31, 2010 were for severance wages and benefits related to the termination of employees.

Note 18. Commitments and Contingencies
Leases

At December 31, 2011, the Company is obligated under a non-cancelable lease for office spac\:e.in Nevada that entered into in
December 2006. The Company also leases office space and warehouse facilities in other locations including Australia, Philippines,
Hong Kong and Cambodia and certain office equipment under non-cancelable operating leases with remaining terms in excess of one
year. :

In March 2008, the Company moved its United States office and entered into.a new non-cancelable lease for new office space. In
February 2008, the Company entered into a sublease for the balance of the remaining term on the Nevada office space. The proceeds
from the sublease had been netted against the lease payments. Both the non-cancelable lease and sublease of the Nevada office space
were expired at the end of January 2012. .

Future minimum lease payment commitments, net of any sublease proceeds and mcludmg scheduled escalation prov1s1ons as-of
December 31, 2011, under the leases were as follows

Operating
L Leases
Capital Total Sublease Net
(amounts in thousands) Leases Payments Proceeds _Payments
2012 oot $ 322§ 794 § (15) $ 779
2013 e —_— 673 . — 673
2014 ..o Fressrreseressntesaraseesesassonasesnes — 86 — 86
2015 ot — 60 — 60
Thereafter.........c.covvieveviveceeieeceereee e — 1,000 — 1,000
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Rent expenses on all operating leases were approximately $735,000 and $734,000 for the years ended December 31, 2011 and 2010,
respectively. ‘

Legal Matters
Prime Mover/Strata Liti gation

On March 26, 2010, a complaint (as subsequently amended on May 28, 2010) (the “Complaint”) was filed by certain shareholders of
the Company including Prime Mover Capital Partners L.P., Strata Fund L.P., Strata Fund Q.P. L.P., and Strata Offshore Fund, Ltd
(collectively, the “Plaintiffs™) in the United States District Court for the Southern District of New York against certain defendants
including the Company and certain other current and former directors and officers of the Company.

The Complaint alleges claims related to disclosures concerning the Company’s electronic gaming machine participation business (the
“Participation Business”), including but not limited to the alleged violations of Sections 10(b) and 20(a) of the Securities Exchange
Act of 1934 and Rule 10b-5 promulgated thereunder, violations of Nevada Revised Statutes Sections 90.580(e) and 90.660(3), breach
of fiduciary duty, and negligent misrepresentations. The Plaintiffs allege that the Company and certain other defendants made false
and misleading statements about the Participation Business in filings with the SEC, press releases, and other industry and investor
conferences and meetmgs during the period from June 13, 2007 and August 13, 2008 and that the Plaintiffs then purchased the
securities at the inflated prices and later suffered economic losses when the price of the Company’s securities decreased.

On June 22, 2011, the court ruled on the motions to dismiss filed by the Company and certain of its current and former officers and
directors. The court dismissed all of Prime Mover’s claims and dismissed all of Strata’s claims except for two breach-of-contract
counts against the Company. All claims against the current and former officers and directors were dismissed. On November 7, 2011,
Plaintiffs filed a motion for leave to amend the Complaint for re-pleading all the securities claims ‘against us and all the relevant
current and/or former officers and directors. On December 15, 2011 the court granted the Plaintiff’s motion to amend the Complaint
and on December 20, 2011 the Plaintiffs filed a second amended Complaint (the “Second Amended Complaint”) which alleged claims
substantially similar to the original claims in the Complaint. The Company and certain current and former officers and directors have
filed a motion to dismiss the Second Amended Complaint on January 23, 2012.

As of the date of this report, the court has not ruled on the motion to dismiss:.

The Plaintiffs seek unspecified damages, as well as interest, costs and attorneys’ fees. The Company intends to defend itself
vigorously against the Second Amended Complaint. As the litigation is at a preliminary stage, it is not possible to predict the likely
outcome of the case or the probable loss, if any, or the continuation of insurance coverage and, accordingly, no accrual has been made
for any possible losses in connection with this matter.

Note 19. Earnings/(Loss) Per Share

A reconciliation of basic and diluted earnings/(loss) per share for the years wasas follows:

Old Basis
Years Ended December 31,
2011 2010
(amounts in thousands, except per share ’ Number of Per Share Number of Per Share
data) Income Shares - Amount Loss Shares Amount
Basic ... e
Net income/(loss) attnbutable to equity ' :
shareholders ............coceevetlveriereenrennns $ o642 117,953 $ 0.01 $ (5,210) 115,702 § (0.05)
Effect of dilutive securities ......................... ’
Dilutive stock options..........cocerecereererenenns — 949, i —
Diluted ..ot
Net income/(loss) attributable to
" equity shareholders plus assumed _
COMVETSION ....cuvrvricintnsansiesssnseinsnseniens $ 642 118,902 $ 0.01 $ (5,210) 115,702 $ (0.05)

Stock options, restricted shares and warrants of 1 1,476,567 and 5,291,781 for the years ended December 31, 2011 and 2010,
respectively, have not been included in the computation of diluted loss per share as their effect would be anti-dilutive.
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Note 20. Comprehensive Income/(Loss)

The accumulated balances in respect of comprehensive income/(loss) are as follows:

Accumulated

Unrealized Foreign Other Total

Actuarial Currency Comprehensive Comprehensive
(amounts in thousands) Net Income/(loss) Income/(Loss) Translation Income/(Loss) Income/(Loss)
Balances, January 1,2010 ................ $ (380,906) $ 9 § 654) $ (645) $  (381,551)
Change during the year.........c.oceeeneene 380,906 — 1,213 1,213 382,119
Balances, December 31, 2010............. — 9 559 568 568
Change during the year...........c.cccoeun. 642 5 (14) ) 633
Balances, December 31, 2011 ........... $ 642 § 14 $ 545 § 559 § 1,201

Note 21. Business Combinations

San Pedro Club was operated by the government operator, Philippine Amusement and Gaming Corporation (“PAGCOR”), which
entered into a machine lease contract with a company (the “Proponent”), which holds the lease of the premises of the club. The
Proponent in turn entered into an agreement with the Company to lease EGMs to the venue.

On October 2011, the Company entered into a Transfer Agreement (“TFA”) with the Proponent, Pursuant to the TFA, the Proponent
will assign and transfer all their benefits, rights’and obligations of the PAGCOR contract, to the Company. The results of San Pedro
Club’s operations have been included in the consolidated financial statements since that date. Pursuant to the terms of the Agreement,
the Company has assumed the role of the Proponent and worked directly with PAGCOR. The Company’s revenue share has increased
from 17% to 35% and PAGCOR maintains its 65% share. The Company has also incurred certain of the venue’s operating expenses,
which are recorded in the cost of gaming operations. '

The acquisition-date fair value of the consideration transferred totaled approximately $1.4 million, which consisted of the following:

(amounts in thousands)

Cash paid up to December 31, 2011 ....ooieiereieieeiiereeeernerresre et eseseeessessessosessessoses $ 1,176
Remaining cash consideration included in other payables........ccccouveevncrincnecrnenicinnnenee. . 162
NON-Cash CONSIAETALION. ......cevruereereeriereteerereecte ettt see et st ssesasasssosesas 82

' $ 1,420

Non-cash consideration mainly represents amount of net receivables due from the Proponent that was waived by the Company.

The following table summarizes the estimated fair values of the assets acquired and liabilities assumed at the acquisition date.

(amounts in thousands) )
Gaming OPEration AZIEEIMENL . ........ccueaieeriertertereeriertestestereesreseessesteseresessesssesseseesesssessessenses $ 1,191

Goodwill and other unidentified intangible assets ..........cocecvreerrerceennec e 362
EGM Systems and OtHErs .......cceeureeueuecririeieeeieietsteteeeseseteses et sesestsse e e sessseseseneacsesssesens 64
Deferred tax lability .......c.covcrerererercnieiresen ettt sae e e neene ‘ 197
Net assets acquired and liabilities assumed ..........oceestiveeenccncceneeine, etereeetratenasaneaneeeinnenens $ 1,420

Goodwill recognized mainly represents capitalization of expected synergies and improved operational efficiency. It is entirely related
to the gaming operations business.

The amounts of revenue and earnings of San Pedro Club included in the Company’s consolidated statement of operations from the
acquisition date to the period ended December 31, 2011 are as follows:

Revenue and earnings included in the consolidated statement of operations from October 1, 2011 to December 31,2011

(amounts in thousands)

REVENUES ......oeiveiiieeirecctcecesre et e sas et e ennes $ 406
Adjusted EBITDA .....cooooveiieiiereireerieeenressesressarsensens 274
NEL INCOME......viioviieiiriieieeeeereeeter et et sbeesesaeereeanens $ 66
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The following represents the unaudited pro forma consolidated statements of operations as if San Pedro Club had been included in the
consolidated results of the Company for the entire years ended December 31, 2011 and 2010, respectively:

Pro Forma Consolidated Statements of Operations for the Years Ended December 3 1,2011 and 2010

. (unaudited) (unaudited)
(amounts in thousands) 2011 . 2010 -
ReEVENUES....oovvveeireeeeeeeeeeeereereane $ 27,768 $ 23,057
Net income/(1088) .......cveeeeererrennnes $ 738 $ (5,082)

These amounts have been calculated after applying the Company’s accounting p011c1es and adjusting the results of San Pedre Club to
reflect the additional depreciation and amortization that would have been charged assuming the fair value adjustments to EGMs and
others, and intangible assets had been applied on January 1, 2010, together with the consequential tax effects.

Note 22. Subsequent Events

In January 2012, our board of directors approved the grant of options to purchase a total of 1,100,000 shares of common stock and
779,220 shares of restricted common stock under our 2008 Plan. However, only 460,607 shares of common stock remained available
for issuance pursuant to the 2008 Plan at that time. The grant of the 1,418,613 shares in excess of the share amount available for
issuance under the 2008 Plan was an inadvertent mistake made by the Company without a then present awareness of the share
limitations under the 2008 Plan. Such grants of the excess shares constitutes a breach of the listing rules of the NYSE-Amex which
provide that, subject to limited exceptions, none of which apply in this case, all grants of compensatory securities must be within the
number of securities that are reserved for issuance under the relevant stock incentive plan as approved by the shareholders of the listed
company. The Company voluntarily notified the NYSE-Amex of the excess share grant and the apparent breach of the NYSE-Amex
listing rules and advised the NYSE-Amex that the Company intends to redress the situation by seeking shareholder approval, at the
Company’s annual meeting of shareholders tentatively scheduled for May 2012, of a further amendment to the 2008 Plan to increase
the number of shares authorized for issuance thereunder and shareholder ratification of the grant of the excess shares. In the event the
Company’s sharcholders do not approve the ratification of the grant of the excess shares under the 2008 Plan, the chief executive
officer and certain management team members are prepared to cancel options and shares held by them totaling 1,418,613 shares to
bring the Company into compliance with the NYSE-Amex listing rules. Any cancellation of shares and options by management for
purposes of reducing the number of shares granted under the 2008 Plan to 10 million shares will not preclude the board from issuing
an equal amount of shares to such persons in the future, subject to appropriate shareholder approval requirements of the NY SE-Amex.
As of the date of this report, the Company has not received any formal notice from the NYSE-Amex concerning the Company’s
apparent breach of the NYSE-Amex listing rules and the Company believes that the NYSE-Amex intends to defer any action until the
Company have had the opportunity to address the situation in the manner set forth above.

Item 9. Changes in and Disagfeements with Accountants on Accounting and Financial Disclosure

N(_)t applicable.‘

Item 9A(T). Controls and Procedures

‘(a) Evaluation of Disclosure Controls and Procedures.

Our management, with the participation of our chief executive officer and chief accounting officer evaluated the effectiveness of our
disclosure controls and procedures pursuant to Rule 13a-15 under the Securities Exchange Act of 1934, as amended (the “Exchange
Act”). Based upon that evaluation and for the reasons stated in section (c) below, our management, including our chief executive
officer and chief accounting officer concluded that our disclosure controls and procedures were effective as of December 31, 2011 in
ensuring all material information required to be filed has been made known in a timely manner.

(b) Changes in internal control over financial reporting.

There were no changes to our internal control over financial reporting, as defined in Rules 13a-15(f) under the Exchange Act that
occurred during the year ended December 31, 2011 that have materially affected, or are reasonably likely. to materially affect, our

internal control over financial reportlng

(c) Management’s report on internal controls over financial reporting.
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Our management is responsible for establishing and maintaining adequate internal controls over financial reporting, as defined under
Rule 13a-15(f) under the Securities Exchange Act of 1934. Management has assessed the effectiveness of our internal controls over
financial reporting as of December 31, 2011 based on the framework established in Internal Control — Integrated Framework issued
by the Committee of Sponsoring Organizations of the Treadway Commission (“COSO”). Management’s assessment included
evaluation of elements such as the design and operating effectiveness of key financial reporting controls, process documentation, and
our overall control environment. Based on that evaluation, management concluded that our internal control over financial reportmg
was effective as of December 31, 2011.

This annual report does not include an attestation report of our registered public accounting firm regarding internal control over
financial reporting. Management’s report is not subject to attestation by our registered, public accounting firm pursuant to the rules of
the Secufities and Exchange Commission that permit us to provide only managements report in this annual report.

Ttem 9B. Other Information

Not applicable.
PART IIT
Item 10 Directors, Executive Officers and Cdrporate Governance

The names of our executive officers and directors and their ages, titles and biographies as of March 15, 2012 are set forth below:

Name Age Position

Clarence (Yuk Man) Chung.......... 49 - - Chairman of the Board of Directors, President and Chief Executive Officer
Andy (Kin Ming) Tsui ....cccceevenenne 41 Chief Accounting Officer .
Vincent L. DiVito ........ccccceveneee 52 Director

John W. Crawford, J.P. ................. 69 Director

Samuel (Yuen Wai) Tsang............ ' 57 Director

Anthony (Kanhee) Tyen, Ph.D. . 56 Director

Our executive officers are appointed by, and serve at the discretion of, our board of directors. Each executive officer is a full time
employee although our chief executive officer, Mr. Clarence Chung, also serves as an executive director of Melco International
Development Limited, the parent corporation of our principal shareholder, EGT Entertainment Holding lelted There is no family
relationship between any of-our executive officers or directors. ' :

Clarence (Yuk Man) Chung: Mr. Chung joined our board in October 2007 and has served as our chairman of the board since
August 2008 and chief executive officer since October 2008. Mr. Chung is currently also an executive director of Melco International
Development Limited, a company listed on the Hong Kong Stock Exchange and a director of Melco Crown Entertainment Limited, a
company listed on the Nasdaq Global Market and the Hong Kong Stock Exchange. Mr. Chung joined Melco in December 2003 and
Melco Crown in November 2006. Before joining the Melco group, he held positions as chief financial officer and merger and
acquisition specialist in various multi-national companies and in the investment banking industry. Mr. Chung holds a master degree in
business administration from the Kellogg School of Management at Northwestern University and is a member of the Hong Kong
Institute of Certified Public Accountants and the Institute of Chartered Accountants in England and Wales. ‘

Mr. Chung has extensive knowledge of the gaming industry in the markets in which the Company operates from his senior
management experience with Melco International Development Limited. As a result of these and other professional experiences, the
Company has concluded that Mr. Chung is quahﬁed to serve as a director.

Andy (Kin Ming) Tsui: Mr. Tsui Jomed our company as vice president of finance in July 2008 and was promoted to chief accounting
officer in April 2009. Prior to joining our company, Mr. Tsui had been the regional finance controller-Asia for Minteq International
Inc., a wholly-owned subsidiary of Minerals Technologies Inc. (NYSE: MTX) based in Shanghai since June 2005. From March 2003
to May 2005, he served as manager of financial analysis at the corporate office of Minteq International Inc. in New York. Mr. Tsui
holds a Master of Business ‘Administration degree from Baruch College City University of New York and is a certified public’
accountant in the United States.

Vincent L. DiVito: Mr. DiVito joined our board in October 2005 and chairs our audit committee. Since April 2010, Mr. DiVito has
served as a financial and management consultant. From January 2008 to April 2010, Mr. DiVito served as president of Lonza
America, Inc., a global life sciences chemical business headquartered in Allendale, New Jersey, and also served as chief financial
officer and treasurer of Lonza America, Inc. from September 2000 to April 2010. Lonza America, Inc. is part of Lonza Group, whose
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stock is traded on the Swiss Stock Exchange. From 1990 to September 2000, Mr. DiVito was employed by Algroup Wheaton, a global
pharmaceutical and cosmetics packaging company, first as its director of business development and later as its vice president and chief
financial officer. Mr. DiVito is a certified public accountant and certified management accountant. Mr. DiVito has served on the board
of directors of Riviera Holdings Corporation, a pubhcly held company, from July 2002 untxl the consummation of a change in control
of the corporation in March 2011.

ir. DiVito has extensive knowledge of accounting and corporate governance issues from his experience serving on various corporate
board of directors and has extensive operational knowledge as a result of his experience as an operational executive at a major
corporatlon and is invaluable to our board’s discussions of financial and operational issues. As a result of these and other professional
experiences, the Company has concluded that Mr. DiVito is qualified to serve as a d1rector

John W. Crawford J.P.: Mr. Crawford Jomed our board in November 2007 and chairs our nommatmg committee and conflicts
committee. Mr. Crawford has been the chairman of International Quality Education Limited since February 2002. Prior to that,

Mr. Crawford was a founding partner of the Hong Kong office of Ernst & Young where, as chairman of the Audit Division, he acted
as engagement or review partner for many public companies and banks before he retlred‘from practice in 1997. Mr. Crawford is a
member of the Hong Kong Institute of Certified Public Accountants, a member and honorary president of the Macau Society of
Certified Practising Accountants, and a member of the Canadian Institute of Chartered Accountants. Mr. Crawford also serves on the
boards of directors and is chairman of the audit committees of e-Kong Group Limited and Titan Petrochemicals Group Limited, both
of which are listed on the Hong Kong Stock Exchange. He is also on the board of directors and chairman of the audit committee of
Regal Portfolio Management Limited, which manages the Regal Real Estate Investment Trust, the units of which are listed on the
Hong Kong Stock Exchange. In February 2012, Mr. Crawford has been appointed as a member to the conflicts committee of the
- Macau Studio City project held by Melco Crown Entertainment Limited although he does not.hold any directorships with Melco
Crown Entertainment Limited or any of its subsidiaries.

Mr. Crawford has extensive knowledge of accounting issues from his experience as a managing audit partner at a major international
accounting firm and has extensive operational knowledge as a result of his consulting experience and is invaluable to our board’s
discussions of financial and operational issues. As a result of these and other professional experiences, the Company has concluded
that Mr. Crawford is qualified to serve as a director.

Samuel (Yuen Wai) Tsang: Mr. Tsang joined our board in September 2008. Mr. Tsang is a solicitor admitted in Hong Kong,
England and Australia. As group legal counsel and company secretary of Melco since 2001, Mr. Tsang oversees the legal, corporate
and compliance matters of Melco, which holds significant interests in a total of four listed companies in Hong Kong, the United States
and Canada. Mr. Tsang has worked as a lawyer with major law firms and listed conglomerates in Hong Kong for over 20 years. He
holds a master of laws degree from University of Hong Kong and a master of business administration degree from the Austrahan
Graduate School of Management.

Mr. Tsang has extensive knowledge of corporate law, corporate governance and the gammg industry, 1nclud1ng the regulation of the
gaming industry, in the markets in which the Company operates from his senior legal management experience with Melco
International Development Limited, and is invaluable to our board’s discussions of legal, governance and regulatory issues. As a result
of these and other professional experiences, the Company has concluded that Mr. Tsang is qualified to serve as a director.

Anthony (Kanhee) Tyen, Ph.D.: Dr. Tyen joined our board in September 2008 and chairs our compensation committee. Since 1985,
Dr. Tyen has been in the proprietorship of his own accountancy and consulting practice, Anthony Tyen & Co. Dr. Tyen is a certified
public accountant in Hong Kong and has over 30 years of experience in auditing, accounting, management and company secretarial
practice. He holds a doctoral degree in philosophy and a master degree in business administration, both from the Chinese University of
Hong Kong. He is an associate member of the Hong Kong Institute of Certified Public Accountants, and a fellow member of both the
Association of Chartered Certified Accountants and the Institute of Chartered Secretaries and Administrators. Dr. Tyen has served as
an independent non-executive director and a member of audit committee to the board of Melco since June 2010.

Mr. Tyen has extensive knowledge of accounting issues and the business operations in the markets in which the Company operates
from his experience as an owner of an accounting firm in Hong Kong and is invaluable to our board’s discussions of accounting and
operational issues. As a result of these and other professional experiences, the Company has concluded that Mr. Tyen is qualified to
serve as a director.

Additional Information about our Board and its Committees
We continue to monitor the rules and regulations of the SEC and the NYSE Amex to ensure that a majority of our board remains
composed of “independent” directors. All of our director nominees except Mr. Chung and Mr. Tsang are considered by our board of

directors to be “independent” as defined in Section 803A(2) of the NYSE Amex Company Guide.
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Our board met five times in 2011. During the year ended December 31, 2011, all of our directors attended at least 75% of all meetings
during the periods for which they served on our board, and at least 75% of all of the meetings held by committees of the board on
which they serve. The board of directors has formed an audit committee, a nominating committee, a conflicts committee, and a
compensation committee, all of which operate under written charters. Our board of directors does not have a policy regarding board
member attendance at meetings of our stockholders.

Audit Committee

During the year ended December 31, 2011, our audit committee was comprised of Mr. Vincent DiVito, Mr. John Crawford and
Dr. Anthony Tyen. Mr. DiVito currently serves as the audit committee chair.

Our audit committee generally meets at least once a quarter and, in 2011, our audit committee held four meetings. Our audit
committee has the responsibility of selecting the firm that will serve as our independent public accountants, approving and reviewing
the scope and results of the audit and any non-audit services provided by the independent public accountants and meeting with our
financial staff to review internal controls, procedures and policies. '

We have identified Mr. DiVito as the audit commlttee financial expert. Mr. DiVito was previously the president and chief financial
officer of Lonza America, Inc., a global life sciences chemlcal company and he is also a certified public accountant and a certified
management accountant. All members of our audit committee are independent, as independence for audit committee members is
defined in Section 803A(2) of the NYSE Amex Company Guide. In addition; Mr. Crawford and: Dr. Anthony Tyen each meet the
definition of “financially sophisticated” as defined in Section 803B(2) of the NYSE Amex Company Guide.

Nominating Committee

During the year ended December 31, 2011, our nominating committee was comprised of Mr. Vincent DiVito, Mr. John Crawford and
Dr. Anthony Tyen. Our nominating committee held one meeting in 2011. Mr. Crawford serves as the nominating committee chair.

The nominating committee is responsible for assisting our board with respect to the appropriate size and composition of our board and
monitoring and making recomimendations regarding the performance of our board. In this regard, our nominating committee evaluates
the qualifications of all proposed candidates for election to our board, including capabilities, availability to serve, conflicts of interest
and other relevant factors, and makes recommendations to our board concerning the size and composition of our board of directors.

The members of our nominating committee are cons1dered by our board of directors to be “independent” as- defined in
Section 803A(2) of the NYSE Amex Company Guide:

The charter of our nominating committee allows the nommatmg committee to consider for directorship candidates nominated by third
parties, including stockholders. For a third party to suggest a candidate, one must provide our legal department with the name of the
candidate, together with a brief biographical sketch and a document indicating the candldate s willingness to serve if elected

“ I ' -
Compensation Committee

During the year ended December 31, 2011, our compensation committee was comprlsed of Mr. Vincent D1V1to Mr. John Crawford
and Dr. Anthony Tyen. Dr. Tyen serves as the compensatlon comm1ttee chair.

Our compensation committee held three meetings in 2011. Our compensation committee has the responsibility of setting executive
compensation guidelines, admmlstermg our stock mcentlve plans, and approving compensation of our executive ofﬁcers and members
of the board of directors.

The members of our compensation committee are considered by our board of directors to be “independent” as defined in
Section 803A(2) of the NYSE Amex Company Guide. '

Conflicts Committee

With regard to transactions between us and our principal stockholder, EGT Entertainment Holding, our board of directors has
established a committee of the board, known as the conflicts committee, made up exclusively of members of our board who satisfy the
independence requlrements of Section 803(A)(2) of the NYSE Amex Company Guide and meet the criteria for independence as set
forth in Rule 10A-3(b)(1) under the Exchange Act, and who are not then, and during the two years prior to their appointment or
election have not been, an officer, director, employee of or consultant or advisor to EGT Entertainment Holding or any affiliate of
EGT Entertainment Holding. :
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The conflicts committee operates under a charter that has been approved by our board of directors. While the original conflicts
committee charter empowered the conflicts committee to veto any agreement or transaction between us and EGT Entertainment
Holding or any of its affiliates involving an aggregate amount in excess of $200,000, in November 2008, following the
recommendation by all members of the conflicts committee, the board approved a revision of the charter requiring the conflicts
committee to review and approve- all material agreements or transactions, if any, between us and EGT Entertainment Holding or its
affiliates. The Company filed with the SEC a current report on Form 8-K regarding such revision on April 27, 2009 and the revised
charter took effect on May 5, 2009. In August 2010, the board further approved a revision of the charter changing the authorized
number of committee members from three to a number no less than two and the Company filed with the SEC a current report on
Form 8-K regarding such change on August 4, 2010 and the revised charter took effect on August 11,2010,

During the year ended December 31, 2011, our conflicts committee was comprised of Mr. Vincent DiVito and Mr. John Crawford.
Mr. Crawford serves as the conflicts committee chair. '

Comnmittee Interlocks and Insider Participation

No member of our board of directors is employed by us or our subsidiaries except for Mr. Clarence Chung, who is presently employed
as our president and chief executive officer. None of our executive officers serve on the board of directors of another entity, whose
executive officers serves on the compensation committee of our board of directors. No officer or employee of the Company
participated in deliberations of our compensation committee concerning executive officer compensation. ‘

Code of Ethics

We have adopted a code of ethics for all our employees, including our chief executive officer, principal financial officer and principal
accounting officer or controller, and/or persons performing similar functions, which is available on our website, under the link entitled
“Code of Ethics”.

Item 11. Executive Compensation
Summary Compensation Table

The following table sets forth the compensation awarded to, earned by or paid to, our chief executive officer for the years ended
December 31, 2011 and 2010 and our only other executive officer earning in excess of $100,000 for services rendered in all capacities
the years ended December 31, 2011 and 2010. Mr. Chung has served as our chief executive officer since October 1, 2008, Mr. Tsui

has served as our chief accounting officer since April 2009.

(amounts in thousands) : Steck _Option All Other

Name and Principal Year Salary Bonus Awards Awards Compensation Total
Position(a) (b) () (d) () ® ® (h)
Clarence Chung, CEO.. 2011 $ —1) $ 125(2) $ 324(3&4) $ 193§ — 3 642
' 2010 $ —1) $ 1004 $ 249(5&6) $ 140 §$ — 3 489
Andy Tsui, CAO.......... 2011 3 177 $ 37(2) $ 51(4) $ 88 $ — $ 353
2010 - 170 $ 304) $ — $ <35 8§ — 3 235

The dollar amounts in columns (¢) and (f) reflect the values of shares and/or options as of the grant date for the years ended
December 31, 2011 and 2010, in accordance with ASC 718, Compensation-Stock Compensation and, therefore, do not necessarily
reflect actual benefits received by the individuals. Assumptions used in the calculation of these amounts are included in Note 13 to our
audited financial statements for the year ended December 31, 2011. ‘

(1) Mr. Chung has an annualized base salary in cash of $1.

(2) On March 2, 2012, the compensation committee of the board of directors resolved the | grant of a cash bonus of $125,000 and
approximately $37,000, respectively, to Mr. Chung and Mr. Tsui for their contributions during the year 2011.

(3). On February 2, 2011, the compensation committee of the board of directors resolved to grant to Mr. Chung, on that day, as part
of his compensation package for the year 2011: (a) options to purchase 500,000 shares of our common stock at an exercise price
of $0.36 per share provided that all these options will only be vested and become exercisable on January 1, 2012; and
(b) 416,666 shares of restricted common stock, pursuant to our 2008 Stock Incentive Plan. All 416,666 restricted common shares
are subject to vesting and risk of forfeiture based on the ability of the Company to meet certain financial and non-financial
performance targets as of and for the fiscal year ending December 31, 2011. On March 2, 2012, our compensation committee
reviewed the financial and non-financial performance targets as of and for the fiscal year ended December 31, 2011 and decided
that the entire amount of 416,666 restricted shares should be fully vested to Mr. Chung.
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(4) On March 8, 2011, our compensation committee approved the grant of special performance bonuses to Mr. Chung and Mr. Tsui
as rewards for their efforts and contributions to the turning around and successful transformation of the Company during the
years 2009 and 2010. The special performance bonus granted to Mr. Chung comprised a combination of a total cash bonus of
$100,000 and 600,000 performance common shares of the Company, and the special performance bonus granted to Mr. Tsui
comprises a combination of a total cash bonus of $30,000 and 175,000 performance common shares of the Company. These
performance shares were issued pursuant to the Company’s 2008 Stock Incentive Plan and the Form S-8 registration statement
filed by the Company with the SEC on April 6, 2011.

(5) On January 22, 2010, the compensation committee of the board of directors resolved to grant to Mr. Chung, on that day, as part
of his compensation package for the year 2010: (a) options to purchase 500,000 shares of our common stock at an exercise price
of $0.275 per share provided that all these options will only be vested and become exercisable on January 1, 2011; and
(b) 472,727 shares of restricted common stock, pursuant to our 2008 Stock Incentive Plan. All 472,727 restricted common shares
were subject to vesting and risk of forfeiture based on ability of the Company to meet certain financial and non-financial
performance targets as of and for the fiscal year ending December 31, 2010. On February 1, 2011, our compensation committee
reviewed the financial and non-financial performance targets as of and for the fiscal year ended December 31, 2010 and decided
that the entire amount of 472,727 restricted shares should be fully vested to Mr. Chung.

(6) On March 12, 2010, based on the resolution of our compensation committee passed on March 1, 2010, our Company granted
450,000 shares of performance common stock, pursuant to our 2008 Stock Incentive Plan, to Mr. Chung as a discretionary
reward for his achievement of certain financial and non-financial performance targets for the fiscal year ended December 31,
2009. All 450,000 shares of performance common stock were immediately vested on the date of grant and the related stock-
based compensation was recognized on the same date. ‘ '

Narrative Disclosure to Summary Compensation Table
Mr. Clarence Chung

In November 2009, the compensation committee of our board of directors approved the following compensation for Mr. Chung, the
terms of which were included in a written employment agreement dated November 10, 2009 (“November 2009 Agreement”) entered
into between us and Mr. Chung for his employment as our Chief Executive Officer (“CEO”) on November 10, 2009:

o' aterm of three years commencing from January 1, 2010 to December 31, 2012 and may be renewed thereafter subject to further
" agreement between the parties; . ' ‘ ’

e an annualized base salary in-cash of $1; and

e a discretionary performance bonus of such amount and form (whether in cash or in kind) to be determined by the Company’s
compensation committee (“Compensation Committee™) payable upon achievement of certain objectives set by the compensation
committee and at such time as may be deemed appropriate by the compensation committee.

On December 31, 2011, Elixir Gaming Technologies (Hong Kong) Limited (“EGT-HK”) and Dreamworld Leisure Management
Limited (“EGT-BVI”), a newly incorporated company in the British Virgin Islands, both of which are our wholly-owned subsidiaries,
each entered into different employment agreements with the CEO. The one entered into by EGT-HK is for the CEO’s services
performed within Hong Kong or in relation to the Company’s business, if any, in Hong Kong (the “HK Employment Agreement”) and
the other one entered into by EGT-BVI is for the CEO’s services performed outside Hong Kong or in relation to the Company’s
business outside Hong Kong (the “Overseas Employment Agreement”).

The service term under both employment agreements is for the remaining term of the November 2009 Agreement from January 1,
2012 to December 31, 2012. According to the terms of the HK Employment Agreement, the CEO is entitled to an annual base salary
of $1.00 and, if applicable, a performarnce bonus that is discretionary in nature with such amount and form (whether in cash or in kind)
to be détermined by the Compensation Committée. On the other hand, the CEO is only entitled to discretionary compensation of such
amount and form (whether in cash or in kind) to be determined by the Compensation Committee at such time as the Compensation
Committee deems appropriate according to the terms of the Overseas Employment Agreement. Save for clearly identifying the
jurisdictional differences, the terms of the HK Employment Agreement and the Overseas Employment Agreement are in essence the
same as the November 2009 Agreement and upon signing, they have the effect of superseding the November 2009 Agreement.
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Pursuant to the resolutions passed by the Compensation Committee on December 31, 2011, the Company granted to Mr. Chung, on
that day, as part of his compensation package for 2012: (a) options to purchase 600,000 shares of our common stock at an exercise
price of $0.231 per share pursuant to the HK Employment Agreement provided that all these options will be vested and become
exercisable on January 1, 2013; and (b) 779,220 shares of restricted common stock, pursuant to our 2008 Stock Incentive Plan and the
Overseas Employment Agreement . All 779,220 restricted common shares are subject to vesting and risk of forfeiture based on the
ability of the Company to meet certain financial and non-financial performance targets as of and for the fiscal year ending
December 31, 2012, -

On March 2, 2012, the Compensation Committee resolved the grant of a cash bonus of $125,000 to Mr. Chung pursuant to the
Overseas Employment Agreement for his contributions during the year 2011. ’ :

During his employment with the Company, Mr. Chung also serves as an executive director of Melco International Development
Limited, the parent corporation of our principal shareholder, EGT Entertainment Holding, and receives a salary from Melco for his
services rendered to Melco. '

Outstanﬁing Equity Awards at Year-End 2011

Option Awards

Equity
Incentive
Plan
. Awards:
Number of Number of Number of
Securities Securities. Securities
Underlying Underlying Underlying Option
Unexercised Unexercised Unexercised Option Expiration
. - Options Options Unearned Exercise Date
Name ] Exercisable Unexercisable Options Price (mm/dd/yyyy)
Clarence Chung........ ettt aeene 200,000(1) , — —  $ 2.90 05/17/2012
‘ : 30,000(2) — — $ 3.62 01/22/2018
100,000(3) . — — $ 4.59. . 11/14/2017
2,000,000(4) — — 3 0.17 12/29/2013 .
50,000(5) , — T — 3 0.13 02/12/2019
. 50,000(6) — — 0.29 01/07/2020
500,000(7) — — 3 0.28  01/22/2020
-50,000(8) — — 3 0.36 02/03/2021
500,000(9) — — 3 0.36 02/03/2021
ANy TSUL oo ) 200,000(10) — ’ — % 0.08  12/11/2018
150,000(11) — — 3 0.26 03/12/2020
— 250,000(12) —  $ 0.36 02/03/2021

€)) We granted Mr. Chung 200,000 options as of September 10, 2007. Such options vested and became exercisable as follows:
66,666 options vested on May 17, 2008; 66,666 options vested on May 17, 2009; and the final 66,668 options vested on
May 17, 2010. :

2). We granted Mr. Chung 30,000 options as of January 22, 2008. Such; 6ptions vested and became exercisable on July 23, 2008.

3) We granted Mr. Chung 100,000 options as of February 12, 2008. Such options vested and became exercisable on May 15,
- 2008. ‘ ' » _ .

4 ‘We granted Mr. Chung 2,000,000 options as of December 29, 2008._ Such options vested and became exercisable on
December 29, 2009. o : , ' '

) 'We granted Mr. Chung 50,000 options as of February 12, 2009. Sﬁch options vested and became exercisable on August 13,
2009. . :

©) We granted Mr. Chung 50,000 options as of January 7 , 2010. Such options vested and became exercisable on July 8, 2010.
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O We granted Mr. Chung 500,000 options as of January 22, 2010. Such options vested and became exercisable on January 1,
2011.

®) We granted Mr. Chung 50,000 options as of February 3, 2011. Such options vested and became exercisable on August 4,
2011. .

&) We granted Mr.-Chung 500,000 options as of February 3, 2011. Such options vest and become exercisable on January 1,
2012.

(10) We granted Mr. Tsui 200,000 options as of December 11, 2008. Such options .vested and became exercisable as follows:
66,666 options vested on December 11, 2009; 66,667 options vested on December 11, 2010; and the final 66,667 options
vested on December 11, 2011. -

(11) We granted Mr. Tsui 150,000 options as of March 12, 2010. Such option vested and became exercisable on March 12, 201 1.

(12) We granted Mr. Tsui 250,000 options as of February 3, 2011. Such options vest and become exercisable as follows: 83,333
options vest on February 3, 2012; 83,334 options will vest on February 3, 2013; and the final 83,333 options will vest on
February 3, 2014.

2011 Director Compen.s;ation Table

(amounts in thousands)

Change in
Pension
Value and
Nongqualified
Non-Equity =~ Deferred
Fees Stock Option - Incentive Plan Compensation All Other
: Earned Awards Awards Compensation Earnings Compensation Total
Name () ’ (b) © @ (e O ® (h)
Vincent DiVito.....  $ 72 8 35 8 17 $ — 3 — 3 25§ 149
John Crawford..... $ 48 $ 35 §$ 17§ — 8 — 3 25§ 125
Anthony Tyen...... $ 48 $ 35 % 17§ — 3 — 3 25 $ 125
Samuel Tsang...... $ — 5 35 % 17 $ — 8 — 8 25 8 77

The dollar amounts in columns (c) and (d) reflect the values of equity awards as of the grant date, in accordance with ASC 718,
Compensation-Stock Compensation, and, therefore, do not necessarily reflect actual benefits received by the individuals. Assumptions
used in the calculation of these amounts are included in Note 13 to our audited financial statements for the fiscal year ended
December 31, 2011.

Each member of our board. of directors received an initial grant of 100,000 options upon his or her appoiﬁtment.

From November 2007 to December 2008, members of our board of directors that are not employees received a quarterly fee of
$15,000 (which was subsequently reduced to $12,000 with effect from January 1, 2009) and the chairman of our audit committee
received an additional $7,500 per quarter (which was subsequently reduced to $6,000 with effect from January 1, 2009).

Since January 2009, our policy had been changed to provide each member of our board of directors with an annual grant of options to
purchase 50,000 shares of our common stock and each non-employee board member a quarterly fee of $12,000, provided that the
chairman of our audit committee received an additional $6,000 per quarter.

On November'S, 2011, our board of directors, acting upon the recommendation and approval of our compensation committee,
approved an amendment to-our policy concerning the compensation of our directors. Pursuant to such amendments, effective as of
January 1, 2012, each member of our board of directors will receive an annual grant of options to purchase 100,000 shares of our
common stock and each non-employee board member will also receive a quarterly fee of $13,500, provided that the chairman of our
audit committee will receive an additional $6,500 per quarter. As of the date of this report, Mr. Samuel Tsang had unconditionally
waived all his entitlements to the aforesaid quarterly fees. '

All annual grant options will vest in full six months and one day following the date of grant. The exercise price of such options is the
market price of our common stock on the date of grant. Our directors are reimbursed for their out-of-pocket expenses related to their
services as directors or meeting attendances. ’
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On March 2, 2012, the compensation committee of the board of directors resolved the grant of cash bonus of $25,000 to each non-
employee director to catch up for pervious reductions in directors’ fees and for their efforts and guidance to management during the
year 2011. ' ' : -

SEC Position on Certain Indemnification Arrangements

Our articles of incorporation obligate us to indemnify our directors and officers to the fullest extent permitted under Nevada law.
Chapter 78 of the Nevada Revised Statutes provides for indemnification by a corporation of costs incurred by directors, employees,
and agents in connection with an action, suit, or proceeding brought by reason of their position as a director, employee, or agent. The
person being indemnified must have acted in good faith and in a manner he reasonably believed to be in or not opposed to the best
interests of the corporation. '

Insofar as indemnification for liabilities arising under the Securities Act may be permitted to our directors, officers or persons
controlling us pursuant to the provisions contained in our amended and restated articles of incorporation, our amended and restated
bylaws, Nevada law or otherwise, we have been informed that, in the opinion of the SEC, such indemnification is against public
policy as expressed in the Securities Act and is therefore unenforceable. If a claim for indemnification against such liabilities, other
than the payment by us of expenses incurred or paid by one of our directors, officers or controlling persons in the successful defense
of any action, suit, or proceeding, is asserted by such director, officer or controlling person, we will, unless in the opinion of our
counsel the matter has been settled by controlling precedent, submit to a court of appropriate jurisdiction the question of whether such
indemnification by us is against public policy as expressed in the Securities Act and will be governed by the final adjudication of this
issue. :

Indemnification Agreements

We have entered into indemnification agreements with members of our board of directors and certain other employees in which we
agreed to hold harmless and indemnify such directors, officers and employees to the fullest extent authorized under Nevada law, and
to pay any and all related expenses reasonably incurred by the indemnitee. The relevant members of our board of directors are
Mr. Clarence Chung, Mr. Vincent L. DiVito, Mr. John Crawford, Mr. Samuel Tsang and Dr. Anthony Tyen.

Section 16(A) Beneficial Ownership Reporting Compliance

Rules adopted by the SEC under Section 16(a) of the Securities Exchange Act of 1934, or the Exchange Act, require our officers and
directors, and persons who own more than 10% of the issued and outstanding shares of our equity securities, to file reports of their
ownership, and changes in ownership, of such securities with the SEC on Forms 3, 4 or 5, as appropriate. Such persons are required by
the regulations of the SEC to furnish us with copies of all forms they file pursuant to Section 16(a). o

Based solely upon a review of Forms 3,4 and 5 and amendments thereto furnished to us during our most recent fiscal yéar, and any
written representations provided to us, we believe that all of the officers, directors, and owners of more than 10% of the outstanding

 shares of our common stock complied with Section 16(a) of the Exchange Act for the fiscal year ended December 31, 2011.

Information relating to securities authorized for issuance under our equity compensation plans is set forth in “Item 5, Market for
Registrant’s Common Stock, Related Stockholder Matters and Issuer Purchases of Equity Securities” above in this annual report.

Item 12. Security Ownership of Certain Beneficial Owners and Management and Related Stockholder Matters

The table below sets forth:the beneficial ownership of our common stock, as of March 15, 2012, by:

. All of our then current directors and executive officers, individually;

e All of our then current directors and executive officers, as a group; and

. All persons who beneficially owned more than 5% of our outstanding common stock.

The beneficial ownership of each person was calculated based on 119,618,613 shares of our common stock outstanding as of
March 15, 2012, according to the recorded ownership listings as of that date, the beneficial ownership repérts filed by 5% beneficial
owners with the SEC and the verifications we solicited and received from each director and executive officer. The SEC has defined

“beneficial ownership” to mean more than ownership in the usual sense. For example, a person has beneficial ownership of a share not
only if he owns it in the usual sense, but also if he has the power (solely or shared) to vote, sell or otherwise dispose of the share.
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Beneficial ownership also includes the number of shares that a person has the right to acquire within 60 days of March 15, 2012,
pursuant to the exercise of options or warrants or the conversion of notes, debentures or other indebtedness, but excludes stock
appreciation rights. Two or more persons might count as beneficial owners of the same share. Unless otherwise noted, the address of
the following persons listed below is c/o Entertainment Gaming Asia Inc., Unit 3705, 37/F., The Centrium, 60 Wyndham Street,
Central, Hong Kong.

Name of Director, Executive Officer or Nominee ; ; ’ Shares(1) Percentage

Clarence (Yuk Man) CHUNG..........cceuerirernriecennrirernrnsessesnsesssiesennes rbesnnetsbesrenssnsneasiasaans 5,594,393(2) 4.7%
Andy (Kin Ming) Tsui............ S ettt 608,333(3) o
VANCENE L. DIVEO ..ot evcererseessnsrsessssssssssssssessssssssssossssssssseseosssseessese s ©365,000(4) *
JORD W, CLAWEORA. .o eseessersesnsesensesesssessesees s seeseesssssees s 400,0005 *
Anthony (Kanheg) Tyeft ............ e ettt . 300006 00 0+
SAMUE] (YUEN WAL) TSI ..ot | 1,070,000(7) o
_All directors and exécutive officers as a group (6 persbns) , ................... - 8,407,726 . 7.0%

* Less than 1%

Name and Address of 5% Holders

EGT Entertainment Holding Limited

" 38/F, The Centrium
60 Wyndham Street , , . - L
Central, Hong Kong.........c.cceuepuuene. e nerens tsssussasasesssissanasssassassssenassannasesssaness 45,800,000(8) ' 38.3%
'James‘ E. Crabbe _ _ ;
Portland, Oregon...........ccoevveuiucecrcereccennnsnsnnesennnnnns et e 7,459,019(9) : 6.2%
(1)  Unless otherwise noted, the persons identified in this table have sole voting and sole investment power w1th regard to the shares
beneficially owned by them.
(2) . Includes 175,000 shares held directly, 1,939,393 shares granted by the Company and 3,480,000 shares issuable upon the
_exercise of stock options.
(3) Includes 175,000 shares granted by the Cdmpany and 433 "3'13'3’ shares issuable upon the exercise of stock options.
(4) Includes 50,000 shares held directly, 120, 000 shares granted by the Company and 195 ,000 shares issuable upon the exercise of
stock options.
(5) Includes 280,000 shares issuable upon the exercise of stock\'opt‘ions and 120,000 shares granted ‘by the Company.
(6) Includes 250,000 shares issuable upon the exercise of stock thions and 120,000 shares granted by the Company.
(7) Includes 950,000 shares issuable upon the exercise of stock options and 120,000 shares granted by the Compahy.
(8) The shares are owned directly by EGT Entertainment’ 'Hblding, which is the indirect wholly-owﬁéd éubsidiary of Melco
International Development Limited. Melco is the indirect beneficial owner of the reported securities.
(9) Includes 40,200 shares issuable upon the exercise of stock options.



Item 13. Certain Relationships and Related Transactions and Director Independence

Transaction Review

We have adopted a policy that any transactions with directors, officers or entities of which they are also officers or directors or in
which they have a financial interest, will only be on terms consistent with industry standards and approved by a majority of the
disinterested directors of our board. Our bylaws provide that no such transactions by us shall be either void or voidable solely because
of such relationship or interest of directors or officers or solely because such directors are present at the meeting of our board ora
commlttee thereof which approves such transactions, or solely because their votes are counted for such purpose ift

) The fact of such common d1rectorsh1p or financial interest is disclosed or known by our board or committee and noted in the
minutes, and our board or committee authorizes, approves or ratifies the contract or transaction in good faith by a vote for that
purpose without counting the vote or votes of such mterested directors; or

. The fact of such common directorship or fmanc1al interest is disclosed to or known by the stockholders entitled to vote, and
they approve or ratify the contract or transaction in good faith by a majority vote or written consent of stockholders holding a
majority of the shares of common stock entitled to vote (the votes of the interested directors or officers shall be counted in any
such vote of stockholders); or

° The contract or transaction is fair and reasonable to us at the time it is authorized or approved.

In addition, interested directors may be counted in determining the presence of a quorum at a meeting of our board or a committee
thereof that approves such transactlons If there are no disinterested dlrectors we shall obtain a majority vote of the stockholders
approving the transaction. :

With regard to transactions between us and our principal stockholder, EGT Entertainment Holding, our board of directors has
established a committee of the board, known as the conflicts committee. For details of the scope of authority and composmon of our
conflicts committee, please refer to the information set forth above.

The conflicts committee charter shall not be amended or modified unless (i) such amendment or modification has been approved and
recommended by a majority of the members of the conflicts committee and (ii) at least five business days preceding the effective date
of such amendment or modification we have filed with the SEC a current report on Form-8-K that accurately and fully discloses the
proposed amendment or modification and the basis for the conflicts committee’s recommendations.

EGT Entertainment Holding Limited (“EGT Entertainment Holding”) Transactions
Trade Credit Facility and Subsequent Amendments

On April 21, 2008, we entered into a Trade Credit Facility Agreement (the “Facility Agreement”) with Elixir International Limited
(“Elixir International”), a company which used to be a wholly-owned subsidiary of EGT Entertainment Holding, our principal
shareholder. Pursuant to the Facility Agreement, Elixir International Limited provided trade credits to us for our purchase of EGMs
from Elixir International Limited in exchange for our issuance of unsecured notes to Elixir International bearing interest at a fixed rate
of eight percent (8.0%) per annum. Title of any EGMs offered in exchange for the notes passed to us upon issuance of the notes.

Upon entering into the Facility Agreement, we immediately issued the first note pursuant to the terms of the Facility Agreement in the
principal amount of $15 million (the “Initial Advance™), thereby extinguishing the payable of an equivalent amount to Elixir
International in respect to EGMs previously acquired. We were obligated to repay the principal, plus any accrued interest thereon, of
the Initial Advance in 24 equal monthly installments. The Initial Advance was subject to demand by Elixir International for
immediate payment only if there was either an event of default or a change of control as defined in the Facility Agreement.

An “event of default” occurs pursuant to the Facility Agreement if, among other things, we default in the payment when due of any
principal or interest on any note issued pursuant to the Facility Agreement; or we become insolvent or generally fail to pay or admit in
writing our inability to pay our debts as they become due; or we apply for, consent to, or acquiesce in the appointment of a trustee,
receiver or other custodian for ourselves or any of our property, or make a general assignment for the benefit of our creditors; or a
trustee, receiver or other custodian will otherwise be appointed for us or any of our assets and not be discharged within 30 days; or any
bankruptcy, reorganization, debt arrangement, or other case or proceeding under any bankruptcy or insolvency law, or any dissolution

or liquidation proceeding is commenced by or against us and be consented to or acquiesced in by us or remains undismissed for 30
days; or we take any corporate action to authorize, or in furtherance of, any of the foregomg, or any Judgments, writs, warrants of
attachment, executions or similar processes (not undisputedly covered by insurance) in an aggregate amount in excess of $100,000 is
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issued or levied against us or any of our assets and will not be released, vacated or fully bonded prior to any sale and in any event
within 30 days after its issue or levy; or we become subject to pending or threatened litigation, arbitration or a governmental litigation
or proceeding, not previously disclosed to Elixir International, and such action could have a material adverse affect on our operations
or financial condition.

A “change of control” occurs pursuant to the Facility Agreement if, among other things, after April 21, 2008: (i) any person or two or
more persons acting in concert (other than Elixir International or its affiliates) acquire beneficial ownership (within the meaning of
Rule 13d-3 under the Securities Exchange Act of 1934), directly or indirectly, of securities of our company representing 50% or more
(on a fully-diluted basis) of the combined voting power of all our securities (other than securities owned by EGT Entertainment
Holding or its affiliates) entitled to vote in the election of directors; or (ii) our sale of substantially all of our assets; or (iii) any sale of
our securities by EGT Entertainment Holding or its affiliates or any issuance of new securities by us resulting in the combined voting
power of all our securities (on a fully-diluted basis) owned by EGT Entertainment Holding or its affiliates falls below 30%.

As a result of the disposal of Elixir International by EGT Entertainment Holding, Elixir International assigned and novated all its
rights and obligations under the Facility Agreement and the related promissory note (as amended) to EGT Entertainment Holding in
April 2010. :

Subsequent to its origination, the Facility Agreement has been amended three times, mostly recently on May 25, 2010 on which date
we entered into Amendment No.3 to the Facility Agreement with EGT Entertainment Holding (the “Third Amendment”), pursuant to
which we issued another new note (the “Third Amended Note) to replace previous terms.  Under the payment schedule of the Third
Amended Note, the outstanding principal balance of $9.2 million and the interest accrued thereon were restructured in the following
manner: (a) the total intterest accrued on the Outstanding Principal Balance during the period from July 1, 2009 to June 30, 2010 in the
amount of $458,000 to be paid by us in a.lump sum payment on. July 1, 2010; (b) on the first day of each calendar month during the
period from August 1, 2010 to June 1, 2011, we will pay interest in-arrears on the Outstanding Principal Balance at the same rate of
5% per annum for the precedmg month; and (c) we will repay the Outstanding Principal Balance and interest accrued thereon at the
rate mentioned above in 18 equal monthly installments commencing on July 1, 2011. Pursuant to the terms of the Third Amendment,
we paid total principal and interest.of approximately $3.0 million and. $417,000 respectlvely to EGT Entertainment Holding during the
year ended December 31, 2011. (see Note 15.)

Item 14. Principal Accountant Fees and Services

The following table sets forth the aggregate fees billed to us for services rendered to us for the years ended December 31, 2011, and
2010 by our independent registered public accounting firms for such years, as of the filing dates, Emst & Young (Hong Kong) for the
audit of our consolidated financial statements for the fiscal years ended December 31, 2011 and 2010, and assistance with the
reporting requirements thereof, the review of our condensed consolidated financial statements included: in our quarterly reports on
Form 10-Q, and accounting and auditing assistance relative to acquisition accounting and reporting.

.. Years Ended December 31,

(amounts in thousands) ' - 21 T 2010()
AUGIEFCES(L) v $ 409 § 451
TaxFees ....................... . , 53 71

$ 462 $ 522

(1) 2010 figure included statutory audit fees for one foreign sub51d1ary and additional fees incurred relating to Quas1-Reorgamzat10n
Audit Committee Pre-Approval Policies

Our audrt committee approves all audit fees, audit-related fees, tax fees and spemal engagement fees. The audit committee approved
100% of such fees for the year ended December 31, 2011,

PART IV
Item 15.  Exhibits and Financial Statement Schedules
(a) Financial statements

Reference is made to the Index and Financial Statements under Item 8 in Part I hereof where these documents are listed.
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®) Financial statement schedules

Financial statement schedules are either not required or the requ1red information is 1nc1uded in the consolidated ﬁnancml statements or
notes thereto filed under Item 8 in Part II hereof ‘

(c) Exhibits

The exhibits to this Annual Report on Form 10-K are set forth below. The exhrbrt 1ndex indicates each management contract or
compensatory plan or arrangement required to be filed as an exhibit.

Exhibit Index
Number Exhibit Description’
3.1 - Amended and Restated Artrcles of Incorporation dated June 7, 2003. (Incorporated by reference from the registrant’s

current report on Form-8-K filed on June 18, 2003).

32 Amended and Restated Bylaws of the registrant dated November 13, 2002. (Incorporated by reference from the
registrant’s current report on Form 8-K filed on January 8, 2003).

33 Certificate of Amendment to Articles of .Incorporation dated August 23, 2005. (Incorporated by reference from the
' reglstrant s annual report on Form 10-KSB filed on Aprrl 13, 2007).

34 Certrﬁcate of’ Amendment to Articles of Incorporatron dated January 9, 2007 (Incorporated by reference from the
registrant’s annual report on Form 10-KSB ﬁled“’on"Apnl 13; 2007).

~ 3.5~ Certificate of Amendment to Articles of Incorporation-dated September 10,-2007. (Incorporated by referepce from the
: ‘registrant’s quarterly report on Form 10-QSB filed on November 14, 2007).

3.6 Certificate of Amendment to Articles of Incorporation dated July 23, 2010. (Incorporated by reference from the
regrstrant’s annual report on Form 10-K ﬁled on March 30, 2011).

+10:1 Form of Indemnification Agreement incorporated by reference from the registrant’s quarterly report on 10- QSB/A
filed on August 19, 2003. :

10.2 Amended- and Restated 1999 Stock Option Plan. (Incorporated by reference from the registrant’s quarterly report on 10-
QSB/A filed on August 19, 2003) (Note (2))

10.3 Registration Rights Agreement dated May 2, 2006. among regrstrant and the Bricoleur Funds. (Incorporated by
reference to Exhibit 10.3 to the registrant’s Current Report on Form 8-K dated May 2, 2006).

10.4 Registration Rights Agreement dated July 11, 2006 among registrant and William Westmore Purton, and Synwood Pty
: Ltd. (Incorporated by reference to Exh1b1t 10.8 to the registrant’s Quarterly Report on Form 10-QSB filed on
August 14, 2006). :

- 10.5 Common Stock Purchase Warrant dated March 28, 2007. (Incorporated by reference from the registrant’s current report
on Form 8-K filed on March 30, 2007).

10.6 Registration Rights Agreement dated May 3, 2007. (Incorporated by reference from the registrant’s quarterly report on
Form 10-QSB filed on May 15, 2007).

10.7 Registration Rights Agreement by and among the registrant and the purchasers identified on the signature pages thereto,
dated as of October 19, 2007. (Incorporated by reference from the registrant’s current report on Form 8-K filed on
October 23, 2007).

10.8 Registration Rights Agreement by and among the registrant and the purchasers identified on the signature pages thereto,
dated as of December 11, 2007. (Incorporated by reference from the registrant’s current report on Form 8-K filed on
December 11, 2007). :
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10.9

10.10

10.11

10.12

10.13

10.14

10.15

10.16
10.17

10.18

10.19

10.20

10.21

10.22

10.23 -

10.24

10.25

Trade Credit Facility Agreement betweén registrant and Elixir International Limited dated as of April 21, 2008.
(Incorporated by reference from the registrant’s annual report on Form 10-K filed on April 29, 2008).

Amendment of the Trade Credit Facility Agreement and Related Note between registrant and Elixir International
Limited dated as of November 6, 2008. (Incorporated by reference from the registrant’s current report on Form 8-K
filed on November 14, 2008).

Machines Operation and Participation Agreement by and among the registrant, Elixir Gaming Technologies (Hong
Kong) Limited and NagaWorld Limited dated as of December 13, 2008. (Incorporated by reference from Exhibit 10.49
to the registrant’s annual report on Form 10K filed on March 30, 2009).

Two Services Agreements between registrant and Melco Services Limited dated as of May 18, 2009. (Incorporated by
reference from the registrant’s current report on Form 8-K filed on May 18, 2009).

Amendment No. 2 to Trade Credit Facility Agreement and Related Note between registrant and Elixir International
Limited dated as of July 24, 2009. (Incorporated by reference from the registrant’s current report on Form 8-K filed on
July 30, 2009).

Option Deed between Elixir Gaming Technologies (Hong Kong) Limited and NagaWorld Limited as of July 25, 2009.
(Incorporated by reference from the registrant’s current report on Form 8-K filed on July 30, 2009).

Machines Operation and Participation Agreement by and among the registrant, Elixir Gaming Technologies (Hong
Kong) Limited and NagaWorld Limited dated as of July 25, 2009. (Incorporated by reference from the registrant’s
current report on Form 8-K filed on February 11, 2010) (Note (1)).

2008 Stock Incentive Plan (Incorporated by reference from the registrant’s definitive proxy statement filed on
August 20, 2008) (Note (2)).

Deed of Release dated June 27, 2009 between, inter alia, registrant and William Purton. (Incorporated by reference
from the registrant’s current report on Form 10-K filed on March 30, 2010).

. Machines Operation and Participation Consolidation Agreement by and among the registrant, Elixir Gaming

Technologies (Cambodia) Limited and NagaWorld Limited dated as of December 30, 2009 (Note (1)). (Incorporated by
reference from the registrant’s current report on Form 10-K filed on March-30, 2010).

Restricted Stock Agreement between registrant and Clarence Chung dated as of January 22, 2010 (Note (2)).
(Incorporated by reference from the registrant’s current report on Form 10-K filed on March 30, 2010).

Amendment No. 3 to Trade Credit Facility Agreement and Related Note dated May 25, 2010 between Registrant and
Elixir Group Limited. (Incorporated by reference from the registrant’s current report on Form 8 K filed on May 26,
2010).

Supplemental Agreement to Machines Operation and Participation Consolidation Agreement dated May 25, 2010

_between Registrant, Elixir Gaming Technologies (Cambodia) Limited and NagaWorld Limited. (Incorporated by

reference from the registrant’s current report on Form 8-K filed on May 26, 2010).

Land Sale & Purchase Agreement between Dreamworld (Takeo) Investment Holding Limited and the owner of the
Land dated as.of May 26, 2010. (Incorporated by reference from the registrant’s current report on Form 8-K filed on
May 27, 2010).

Shareholders Agreement dated March 4, 2011 between the Registrant and Mey Thoul, a Cambodian individual.

(Incorporated by reference from the registrant’s current report on Form 8-K filed on March 8, 2011).

Shareholders Agreement dated May 16, 2011 between the Registrant and Ms. Ban Sreymom, a Cambodian individual.
(Incorporated by reference from the registrant’s current report on Form 8-K filed on May 20, 2011)

Undertaking Agreement dated July 13, 2011 between the Registrant and Ms. Ban Sreymom, a Cambodian individual.
(Incorporated by reference from the registrant’s current report on Form 8-K filed on July 1_4, 2011)
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10.26

10.27

10.28

10.29
10.30

10.31

21.1
23.1
31.1
312
321
iOl.INS*
'101.SCH*
101.CAL*
101.LAB*
101.PRE*

101.DEF*

Lease Agreement dated July 13, 2011 between the Registrant and Ms. Ban Sreymom, a Cambodian individual.
(Incorporated by reference from the registrant’s current report on Form 8-K filed on July 14, 2011)

Transfer Agreement dated October 21, 2011 'amongst the Registrant, Golden View International Gaming and
Amusement Corp. and Jade Prosper Holdings Ltd. (Incorporated by reference from the registrant’s current report on
Form 8-K filed on October 27, 2011) :

Amendment to Board Policy Concerning Compensation of Independent Directors. (Incorporated by reference from the
reg1strant s current report on Form 8-K filed on November 10, 201 1) (Note (2))

The Executive Hong Kong Employment Agreement dated December 31, 2011 entered into between: Elixir Gaming
(Technologies) Hong Kong Limited and Mr. Clarence Chung. (Incorporated by reference from the registrant’s current
report on Form 8-K filed on January 5, 2012) (Note (2)). :

The Executive Overseas Employment Agreement dated December 31, 2011 entered into between Dreamworld Leisure
Management Limited and Mr. Clarence Chung. (Incorporated by reference from the registrant’s current report on
Form 8-K filed on January 5, 2012) (Note (2)).

The Restricted Stock Agreement dated January 3, 2012 entered into between the Registrant and Mr. Clarence Chung.
(Incorporated by reference from the registrant’s current report on Form 8-K filed on January 5, 2012) (Note (2)).

List of subsidiaries of registrant.

Consent of Ernst & Young.

Certification under Section 302 of the Sarbanes-Onley Act of 2002.

Certification under Section 302 of the Sarbanes-Oxley Act of 2002. ‘

Certifications Pursuént to section 906 of the Sarbanes-Oxley Act of 2002, »18.U.S.C. Section 1350.
XBRL Instance Document

XBRL Taxonomy Extension Schema Document

XBRL Taxonomy Extension Calculation Linkbase Document

XBRL Taxonomy Extension Label Linkbase Docment.

XBRL Taxonomy Extension Presentation Linkbaso Document

XBRL Taxonomy Extension Definition Linkbase Document

Notes:

(1) Certain portions of the exhibit have been omitted pursuant to Registrant’s confidential treatment request filed w1th the
Commission pursuant to Rule 24b-2 under the Securities Exchange Act of 1934. The omitted text has been filed separately with
the Commission. _—

(2) Indicates management compensatory plan, contract or arrangement.

*Pursuant to applicable securities laws and regulations, we are deemed to have complied with the reporting obligation relating to the
submission of interactive data files in such exhibits and are not subject to liability under any anti-fraud provisions of the deferral
securities laws as long as we have made a good faith attempt to comply with the submission requirements and promptly amend the
interactive data files after becoming aware that the interactive data files fail to comply with the submission requirements. Users of this
data are advised that pursuant to Rule 406T, these interactive data files are deemed not filed and otherwise are not subject to liability.
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SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the Registrant has duly caused this annual
report on Form 10-K to be signed on its behalf by the undersigned, thereunto duly authorized.

ENTERTAINMENT GAMING ASIA INC.

Date: March 30, 2012 ‘ " By: /s/Clarence Chung

Clarence Chung
Chief Executive Officer

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below by the following persons on
behalf of the registrant and in the capacities and on the dates indicated.

Sjgnature Title ’ Date
/s/Clarence Chung o Chief Executive Officer * March 30, 2012
Clarence Chung , (Principal Executive Officer) : : v ‘
/s/Andy Tsui _ Chief Accounting Officer _ March 30, 2012
Andy Tsui : (Principal Financial Officer) '
/s/Vincent L. DiVito Director : : ‘ “March 30, 2012

Vincent L. DiVito

/s/John W. Crawford, J.P. - Director . : "March 30, 2012
John W. Crawford, J.P.

/s/Samuel Tsang Director ‘ ' March 30, 2012
Samuel Tsang
/s/Anthony Tyen, Ph.D. ‘ " Director - ,:_ et “‘7 : ©' March 30, 2012

Anthony Tyen, Ph.D.
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EXHIBIT 31.1
CERTIFICATIONS
I, Clarence Chung, certify that: |
(1) Ihave reviewed fhis annual report on Form 10-K of Eh;ertainment Gaming Asia Inc.;

(2) Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact
" necessary to make the statements made, in light of the circumstances under which such statements were made, not misleading
with respect to the period covered by this report

3) Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all
material respects the financial condition, resuits of operations and cash flows of the registrant as of, and for, the periods
presented in this report;

(4) The regiétrant s other certifying officer(s) and. I are responsible for esfabllshlng and melntammg disclosure controls and
procedures (as defined in Exchange Act Rules 13a-15(¢) and 15d-15(e)) and internal control over financial repomng (as
defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the company and have:

(@) desngned such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed
under our superv1snon to -ensure that material information relating to the registrant, including its consolidated
“subsidiaries, is made known to us by others within those entities, particularly during the period in which this report is
being prepared;

(b) designed such internal control over financial reporting, or caused such internal control over financial reporting to be
designed under our supervision, to provide reasonable assurance regarding the reliability of financial reporting and the
preparation of financial statements for external purposes in accordance with generally accepted accounting principles;

(c) evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our
conclusions about the: effectiveness of the disclosure controls and procedures, as of the period covered by this report
based on such evaluation; and

(d) disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the
- registrant’s most recent fiscal quarter (the registrant’s fourth quarter in the case of an annual report) that has materially
affected, or is reasonably likely to materially affect, the registrant’s internal control over financial reporting; and

(5) The registrant’s other certifying officer(s) and I have disclosed, based on our most recent evaluation of internal control over
financial reporting, to the registrant’s auditors and the audit committee of reglstrant s board of directors (or persons
performing the equivalent functions):

(@) all significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting
which are reasonably likely to adversely affect the registrant’s ability to record, process, summarize and report financial
1nformat10n and :

(b) any fraud, whether or not material, that involves management or other employees who have a significant role in the
registrant’s internal control over financial reporting,.

ENTERTAINMENT GAMING ASIA INC.

Date: March 30, 2012 By: /s/ Clarence Chung
’ Clarence Chung, Chief Executive Ofﬁcer




EXHIBIT 31.2
CERTIFICATIONS
I, Andy Tsui, certify that:
! ha;ve reviewed this annual report on Form 10-K of Entenain;hent Gaming Asia Inc.;

(2) Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact
necessary to make the statements made, in light of the circumstances under which such statements were made, not misieading
with respect to the period covered by this report; :

(3) Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all
material respects the financial condition, results of operations and cash flows of the registrant as of, and for, the periods
presented in this report, :

(4) The registrant’s other certifying officer(s) and I are responsible for establishing and maintaining disclosure controls and
- procedures (as defined in Exchange Act Rules 13a-15(¢) and 15d-15(¢)) and internal control over financial reporting (as
defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the company and have: : ’ ’

(a) designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed

" under our supervision, to ensure that material information relating to the registrant, including its consolidated
subsidiaries, is made known to us by others within those entities, particularly during the period in which this report is
being prepared; :

(b) “designed. such internal control over financial reporting, or caused such internal control over financial reporting to be
designed under: our supervision, to provide reasonable assurance regarding the reliability of financial reporting and the
preparation of financial statements for external purposes in accordance with generally accepted accounting principles;

(¢) evaluated the effectiveness of the registrant’s disclosure controls and-procedures and presented in this report our
conclusions about the effectiveness of the disclosure controls and procedures, as of the period covered by this report
based on such evaluation; and :

(d) disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the
" registrant’s most recent fiscal quarter (the registrant’s fourth quarter in the case of an annual report) that has materially
affected, or is reasonably likely to materially affect, the registrant’s internal control over financial reporting; and

(5) The registrant’s other certifying officer(s) and I have disclosed, based on our most recent evaluation of internal control over
financial reporting, to the registrant’s auditors and the audit committee of registrant’s board of directors (or persons
performing the equivalent functions): N

(a) all significant deficiencies-and material weaknesses in the design or operation of internal control over financial reporting
which are reasonably likely to adversely affect the registrant’s ability to record, process, summarize and report financial

information; and

(b) any fraud, whether or not material, that involves management or other employees who have a significant role in the
registrant’s internal control over financial reporting. ' : '

ENTERTAINMENT GAMING ASIA INC.

Date: March 30, 2012 - " By: /s/ Andy Tsui
- Andy Tsui, Chief Accounting Officer
(Principal Financial Officer)



EXHIBIT 32.1

CERTIFICATION PURSUANT TO
- 18 U.S.C. s5.1350,
, AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Annual Report of Entertainment Gaming Asia Inc. (the “Company”) on Form 10-K for the period ended
December 31, 2011 as filed with the Securities and Exchange Commission on the date hereof (the “Report”), we, Clarence Chung and
Andy Tsui, the Chief Executive Officer and Chief Accounting Officer (Principal Financial Officer) of the Company, respectively,
certify, pursuant to 18 U.S.C. §1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that to my knowledge:

1. The Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934; and

2. The information contained in the Report fairly presents, in all material respects, the financial condition and results of operations
of the Company. :

By:  /s/Clarence Chung : Dated: March 30, 2012
Clarence Chung . '
Title: Chief Executive Officer, Principal Executive Officer

By: - /s/Andy Tsui - Dated: March 30, 2012
Andy Tsui
Title: Chief Accounting Officer, Principal Financial Officer

This certification is made solely for the purposes of 18 U.S.C. Section 1350, subject to the knowledge standard contained therein, and
not for any other purpose. _
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