


                    

GIGAMEDIA LIMITED 
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS — 

(Continued) 
YEARS ENDED DECEMBER 31, 2008, 2009 AND 2010  

In October 2009, the FASB issued guidance which amends the scope of existing software revenue recognition
accounting. Tangible products containing software components and non-software components that function together to 
deliver the product’s essential functionality will be scoped out of the accounting guidance on software and accounted for 
based on other appropriate revenue recognition guidance. This guidance must be adopted in the same period that our
Company adopts the amended accounting for arrangements with multiple deliverables described in the preceding
paragraph. The changes will be effective for our Company on January 1, 2011. Management is in the process of
determining the impact that the adoption of this guidance will have on our Consolidated Financial Statements.  

NOTE 2. EARNINGS PER SHARE  

The following table provides a reconciliation of the denominators of the basic and diluted per share computations:  

Options to purchase 5,115 thousand shares of common stock were not included in dilutive securities for the year ended
December 31, 2009, as the effect would be anti-dilutive.  
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(in thousand shares) 2008 2009   2010
Weighted average number of outstanding shares             

Basic 54,110  54,524  55,834
Effect of dilutive securities             

Employee share-based compensation   6,042   —   3,457 
   

 
  

 
   

Diluted   60,152   54,524   59,291 
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YEARS ENDED DECEMBER 31, 2008, 2009 AND 2010  

NOTE 3.VARIABLE-INTEREST ENTITIES  

UIM  

Through the date of sale to BetClic in April 2010, our Company had a software license and support service contract with
UIM to provide Internet software and support services for UIM’s online gaming operations. The contract allowed us to 
charge UIM a percentage of its gross receipts resulting from UIM’s online gaming operations. The percentage of gross 
receipts varied depending upon the software and support services provided to UIM. We analyzed our contractual
relationships with UIM and determined that we were the primary beneficiary of UIM. As a result of such determination, we
had incorporated the results of UIM into our Consolidated Financial Statements, even though we did not own any of UIM’s 
equity. In connection with the sale to BetClic, we purchased 100 percent of the ownership in UIM from its shareholders for
$400 thousand and adjusted additional paid in capital and noncontrolling interest by approximately $178 thousand and
($578) thousand, respectively.  

The net assets (liabilities), total assets and total liabilities of UIM were approximately $(932) thousand, $82.9 million and
$83.8 million, respectively, as of December 31, 2009. For the years ended December 31, 2008 and 2009, and the period
from January to March 2010, total revenue and net income (loss) of UIM were as follows:  
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(in US$ thousands)  2008   2009   2010  
Total revenue $ 144,765 $ 112,694  $ 25,820
   

 

  

 

  

 

 

Net (loss) income $ (206) $ (1,226)  $ 1,514
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YEARS ENDED DECEMBER 31, 2008, 2009 AND 2010  

T2CN Holding Limited (“T2CN”)  

Pursuant to various agreements entered into among Shanghai T2 Entertainment Co., (“T2 Entertainment), T2 Information 
Technology (Shanghai) Co., Ltd. (“T2 Technology”) and the equity interest owners of T2 Entertainment, until June 30,
2010, T2CN, through its wholly owned subsidiary T2 Technology, had effective control over T2 Entertainment and was
considered the primary beneficiary of T2 Entertainment. T2 Entertainment was established to hold the necessary licenses
required for the operation of our Asian online game and services business in the PRC. Accordingly, from the date that we
consolidated T2CN through July 1, 2010, the date we deconsolidated T2CN (see note 5,“Deconsolidation”, for additional 
information), the financial results of T2 Entertainment were included in the Consolidated Financial Statements.  

Pursuant to various agreements entered into among Shanghai T2 Advertisement Co., Ltd. (“T2 Advertisement”), T2 
Technology and the equity interest owners of T2 Advertisement, until June 30, 2010, T2CN, through its wholly owned
subsidiary T2 Technology, had effective control over T2 Advertisement and was considered the primary beneficiary of T2
Advertisement. T2 Advertisement was established to hold the necessary licenses required for the operation of our Asian
online game related advertisement services in the PRC. Accordingly, from the date that we consolidated T2CN through
July 1, 2010, the date we deconsolidated T2CN (see note 5, “Deconsolidation”, for additional information), the financial 
results of T2 Advertisement were included in the Consolidated Financial Statements.  

T2 Technology also entered into various agreements with Shanghai Jinyou Network & Technology Co., Ltd. (“Jinyou”) and 
the equity interest owners of Jinyou. Until June 30, 2010, T2CN, through its wholly owned subsidiary T2 Technology, had
effective control over Jinyou and was considered the primary beneficiary of Jinyou. In September 2008, Jinyou acquired
an Internet Content Provider (“ICP”) license required for the operation of our Asian online game and services business in 
the People’s Republic of China (“PRC”) and the agreements entered into by and among T2 Technology, Jinyou and the
equity interest owners of Jinyou became effective. Accordingly, the financial results of Jinyou were included in the
Consolidated Financial Statements starting from September 2008 through July 1, 2010.  
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YEARS ENDED DECEMBER 31, 2008, 2009 AND 2010  

As a result of a dispute that arose in July 2010 with T2CN’s former Chief Executive Officer, we have been prevented from
obtaining the financial information necessary to report the financial results of T2CN, and we effectively lost control over
T2CN’s financial reporting process. Therefore, we deconsolidated T2CN’s results with effect from July 1, 2010. As a 
result, we also ceased treating T2 Entertainment, T2 Advertisement and Jinyou as our variable-interest entities. (See Note 
5, “Deconsolidation”, for additional information).  

The net assets, total assets and total liabilities in the aggregate of T2 Entertainment, T2 Advertisement and Jinyou were
approximately $1.6 million, $18.2 million and $16.6 million, respectively, as of December 31, 2009, and $2.5 million,
$20.9 million and $18.4 million, respectively, as of July 1, 2010 (the date of deconsolidation). For the years ended
December 31, 2008, 2009 and the period from January to June 2010, total revenue and net income (loss) in the
aggregate of T2 Entertainment, T2 Advertisement and Jinyou recorded in our consolidated financial statements were as
follows:  

NOTE 4. ACQUISITIONS  

In July 2010, we began consolidating Infocomm Asia Holdings Pte. Ltd. (‘IAHGames”), an online game operator, publisher 
and distributor in Southeast Asia. We acquired IAHGames in order to enhance our position in the online game market in
Southeast Asia and strengthen our online entertainment product portfolio. This primary factor among others, contributed
to a purchase price in excess of the fair market value of the net tangible assets and intangible assets acquired.  
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(in US$ thousands)  2008   2009   2010  
Total revenues $ 20,312 $ 18,673  $ 10,126
   

 

  

 

  

 

 

Net income (loss) $ 1,571 $ (2,990)  $ 834
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YEARS ENDED DECEMBER 31, 2008, 2009 AND 2010  

As of December 31, 2010, we owned 7,191,111 preferred shares of IAHGames, which represents a controlling financial
interest of 80 percent of the total outstanding voting rights of IAHGames. The preferred shares (Series A) are convertible
into ordinary shares of IAHGames at a conversion rate of 10 Series A shares for 1 ordinary share. The preferred shares
(Series B) are convertible into ordinary shares of IAHGames at a conversion rate of 1 Series B share for 1 ordinary share. 

The following summarizes our acquisitions of IAHGames during the period from 2006 to 2010:  

(in US$ thousands)  

In connection with the step acquisitions through July 2010, we recorded goodwill of approximately $12.2 million. Such
goodwill amount is non-deductible for tax purposes. Since July 1, 2010, the results of IAHGames’ operations have been 
included in our Consolidated Financial Statements under the Asian online game and service business.  
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        Accumulated voting
        interest at those  
Date of acquisition Amount  Description  points in time  
December 2006  $ 5,750*  Purchased 500,000 convertible voting preferred shares-Series B   32.26%
May 2010  $ 2,192** Purchased 208,881 convertible voting preferred shares-Series B   40.30%
July 2010  $ 4,500  Purchased 5,982,230 convertible voting preferred shares-Series A   57.87%
July 2010  $10,000  Purchased 500,000 convertible voting preferred shares-Series B   80.00%
   

*  The original investment amount of $10 million was written down to $5.8 million, resulting from an impairment charge
of $4.2 million recorded in 2009. 

 

**  GigaMedia issued 866,373 common shares, valued at approximately $2.2 million as consideration. 
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The purchase price allocation was determined based on management’s estimate of the fair value of IAHGames in 
connection with the acquisitions. The purchase price allocation of the acquisition was as follows:  

The following unaudited pro-forma information presents a summary of the results of operations of our Company for the 
years ended December 31, 2009 and 2010 as if we controlled 80 percent of the total outstanding voting rights of
IAHGames and consolidated IAHGames as of the beginning of the periods presented.  
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  Amortization life   
(in US$ thousands)  (in years)  Amount  
Cash acquired   $ 9,070
Accounts receivable     5,715 
Other current assets   5,129
Equity method investments     20,319 
Fixed assets / non-current assets   721
Non-Compete Contracts  3   387 
Favorable lease right  13.5   2,861 
Prepaid licensing and royalty fees 1.75 ~ 4  1,010
Goodwill  N/A   12,188 
       

Total assets acquired     57,400 
       

    
Current liabilities     23,304 
Noncurrent liabilities     9,145 
       

Total liabilities assumed   32,449
       

    
Preferred shares (Series A)     (1,317)
Noncontrolling interest   (1,192)
       

Total purchase price   $ 22,442
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YEARS ENDED DECEMBER 31, 2008, 2009 AND 2010  

The unaudited pro-forma supplemental information is based on estimates and assumptions, which we believe are 
reasonable; it is not necessarily indicative of the consolidated financial position or results of operations in future periods or
the results that actually would have been realized had we been a combined company during all of 2009 and 2010. The
above unaudited pro-forma financial information includes adjustments for the amortization of identified intangible assets
with definite lives.  

NOTE 5. DECONSOLIDATION  

Beginning in June 2007, we consolidated T2CN. T2CN is an operator and provider of online sports games in the PRC. As
of December 31, 2009 and 2010, we owned 43,633,681 common shares of T2CN, which represents an ownership interest
of 67.09 percent of the total outstanding voting rights of T2CN.  
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(in US$ thousands, Year ended December 31
except per share figures) 2009   2010
  Unaudited   Unaudited  
 
Net revenue  $ 165,883  $ 69,403 
Loss from operations  (41,812)  (50,378)
Net loss   (56,226)   (1,570)
Net (loss) income attributable to GigaMedia  (49,574)  255
Basic (loss) earnings per share attributable to GigaMedia   (0.89)   0.00 
Diluted (loss) earnings per share attributable to GigaMedia  (0.89)  0.00
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The following summarizes our acquisitions of T2CN during the period from 2006 to 2010:  

(in US$ thousands)  
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        Accumulated voting 
Date of        interest at those
acquisition Purchase Price  Description  points in time  
2006  $ 15,000  Purchased 7,500,000 convertible voting preferred shares   19.02%

2007  $ 23,736* 
Acquired 31,113,681 common shares (including convertible voting 
preferred shares converted into common shares) in total.   58.11%

2008  $ 3,375  Purchased 4,500,000 common shares   65.68%
2009  $ 285  Purchased 520,000 common shares   67.09%
   

*  The purchase price includes the issuance of 226,385 common shares of GigaMedia, valued at approximately
$2.7 million. 
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As a result of a dispute with T2CN’s former Chief Executive Officer, which arose in July 2010, GigaMedia has been
prevented from obtaining and currently does not have access to the assets and financial information of the entities held by
T2CN. Since we do not have access to the operating assets of T2CN and as we have been prevented from obtaining the
financial information necessary to report the financial results of T2CN, we have effectively lost control over T2CN’s 
financial reporting process. Therefore, although we still own 67.09 percent of T2CN’s common stock, we deconsolidated 
T2CN’s results with effect from July 1, 2010. The following is a breakdown of our retained investment at the date of 
deconsolidation:  

In connection with our year-end financial reporting process, we were required to perform an impairment analysis for the
Company’s investment in and advances to the entities held by T2CN as of December 31, 2010. Given the uncertain
timeline relating to the resolution of the dispute, and primarily because the Company still cannot exercise any control over
the operations of T2CN or obtain any financial data from the management of T2CN, management decided to completely
write-off both the Company’s investment in and its advances to the entities held by T2CN in order to properly reflect
GigaMedia’s financial position as of December 31, 2010. The impairment charges recorded for the investment and the
advances in 2010 are approximately $22.2 million (after removing the other comprehensive income component of equity
related to T2CN from the Company’s balance sheet) and approximately $1.4 million, respectively.  

NOTE 6. DIVESTITURES  

(a) Internet Access and Service Business  

In September 2008, we completed the sale of our Internet access and service business, which included 100 percent of
our wholly-owned subsidiaries, Koos Broadband Telecom Co., Ltd. and Hoshin Multimedia Center Inc., as well as certain 
assets and liabilities related to our Internet access and service business, for a total transaction price of $20.0 million.  
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(in US$ thousands)  Amount  
Cash  $ 12,903
Other current assets   1,266 
Fixed assets / non-current assets   1,679 
Prepaid licensing and royalty  5,339
Intangible assets   1,098 
     

Total assets of T2CN   22,285 
Total liabilities of T2CN  (12,331)
   

 
 

Net equity of T2CN   9,954 
Noncontrolling interest   (3,276)
Goodwill acquired  17,500
Advances to the entities held by T2CN   1,405 
     

   $ 25,583 
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The transaction price, net of transaction costs, price adjustments and cash transferred, was approximately $16.5 million.
The after-tax gain from the sale of the Internet access and service business was approximately $9.8 million.  

In addition to the above sales price, we were entitled to receive additional cash payments of $3.0 million and $2.0 million if
the Internet access and service business that we sold achieved certain earn-out targets by September 2009 and 2010. 
The earn-out targets were to be determined by future gross profits in accordance with a formula and timeline set forth in 
the agreements. As of December 31, 2009 and 2010, we did not accrue any additional receivable for the sale of the
Internet access and service business since the earn-out targets for the first period and second period ended 
September 2009 and 2010 were not achieved.  

Results for the Internet access and service operations are reported as discontinued operations in 2008, 2009 and 2010. In
2008, income from discontinued operations was $9.4 million, which included an after-tax loss from the Internet access and 
service business of $0.4 million and an after-tax gain on the sale of the business of $9.8 million.  

Summarized selected financial information for discontinued operations is as follows:  
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(in US$ thousands) 2008 2009   2010
Revenue  $ 9,289  $ 159  $ 146 
   

 

  

 

  

 

 

(Loss) income from discontinued operations before tax $ (593) $ 222  $ (128)
Gain on sale of the discontinued operations before tax   11,014   —   — 
Income tax expense (986)  —  —
   

 
  

 
  

 
 

Income (loss) from discontinued operations $ 9,435 $ 222  $ (128)
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(b) Gaming Software and Service Business  

On December 15, 2009, we entered into an agreement with BetClic to sell 60 percent of substantially all of the assets and
liabilities of our gaming software and service business for approximately $100 million in cash, subject to certain
adjustments. The closing of the sale occurred on April 8, 2010. The sale resulted in the recognition of a gain of
$79.1 million, net of transaction costs. The sale of the remaining 40 percent is subject to a put and call mechanism in
place between GigaMedia and BetClic, as defined in the agreement. GigaMedia will have the option to put all or part of its
remaining 40 percent to BetClic in each of 2013, 2014, and 2015 at a value considering all relevant facts and
circumstances after the end of each year. If the put option owned by GigaMedia is not fully exercised, BetClic will have the
option to call the remaining interest held by GigaMedia in each of 2015 and 2016.  
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As of December 31, 2009, substantially all of the assets and liabilities in our gaming software and service business were
reclassified to assets and liabilities held for sale. The assets and liabilities held for sale balances were reduced by
40 percent, which represents the ownership interest that we retained in the gaming software and service business and
were recorded as “Retained ownership of gaming software and service business”, which amounted $26.0 million as of 
December 31, 2009. Therefore, the accompanying Consolidated Balance Sheet at December 31, 2009 includes the
following:  

In accordance with the FASB accounting standards codification, the amount of goodwill to be included in the assets held
for sale and the retained ownership as of December 31, 2009 is based on the relative fair values of the business to be
sold and the portion of the business that will be retained.  

   

F-38  

     
(in US$ thousands)  Amount
Assets Held for Sale-Current     

Cash  $ 35,015
Accounts receivable   15,817 
Prepaid expenses   7,609 
Other current assets  632
Less: retained ownership   (23,629)

     

   $ 35,444 
   

 

 

Assets Held for Sale-Noncurrent     
Property, plant and equipment  $ 7,358
Goodwill   29,243 
Intangible assets  11,368
Other assets   4,199 
Less: retained ownership  (20,867)

     

   $ 31,301
   

 

 

Liabilities Held for Sale-Current  
Accounts payable  $ 11 
Accrued compensation   1,076 
Accrued expenses  6,869
Player account balances   35,015 
Other current liabilities  1,126
Less: retained ownership   (17,639)

   
 
 

   $ 26,458 
   

 

 

Liabilities Held for Sale-Noncurrent     
Other liabilities  $ 2,266
Less: retained ownership   (906)

   
 
 

   $ 1,360 
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The 40 percent ownership interest that we retained in the gaming software and service business is included in our
Consolidated Balance Sheet as of December 31, 2009 as follows:  

We deconsolidated the gaming software and service business and recognized a gain when we completed the sale of
60 percent of substantially all of the assets and liabilities to BetClic on April 8, 2010, which was the date that the Company
ceased to have a controlling financial interest. The remaining 40 percent ownership interest that we retained in the gaming
software and service business has been accounted for under the equity method accounting starting from April 2010.  

The Company accounted for the deconsolidation of the gaming software and service business at fair value and
recognized a gain of $79.1 million measured as the difference between:  
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(in US$ thousands)  
Retained ownership of gaming software and service business:     

Current assets  $ 23,629
Noncurrent assets   20,867 
Current liabilities  (17,639)
Noncurrent liabilities   (906)

   
 
 

   $ 25,951 
   

 

 

  
(In US$ thousands)  Amount
The fair value of any consideration received, including purchase price adjustments, net of any 

transaction costs  $ 82,984
The fair value of the 40% retained noncontrolling investment in the gaming software and service 

business at the date the business was deconsolidated  54,240
      
Less : The carrying amount of the gaming software and service business at the date of the 

deconsolidation   (58,084)
   

 
 

      
Gain on deconsolidation of the gaming software and services business  $ 79,140
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NOTE 7. GOODWILL  

The following table summarizes the changes to our Company’s goodwill by segment:  
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Gaming 
software

Asian online 
game   

(In US$ thousands)  and service   and service   Total  
Balance as of December 31, 2008 $ 29,243 $ 57,855  $ 87,098
Impairment charge — T2CN (Note 10)   —   (14,103)   (14,103)
Goodwill included in assets held for sale and retained ownership of 

gaming software and service business (Note 6) (29,243)  —  (29,243)
Translation adjustment   —   665   665 
           

Balance as of December 31, 2009   —   44,417   44,417 
Acquisition — IAHGames (Note 4) —  12,188  12,188
Impairment charge — T2CN (Note 5)   —   (17,500)   (17,500)
Impairment charge — IAHGames (Note 10) —  (2,255)  (2,255)
Translation adjustment   —   2,643   2,643 
           

Balance as of December 31, 2010  $ —  $ 39,493  $ 39,493 
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NOTE 8. INTANGIBLE ASSETS — NET  

The following table summarizes our Company’s intangible assets, by major asset class:  

Intangible assets include trade name assets of approximately $12.2 million which are not amortized. The remaining
intangible assets are amortized over their estimated useful lives ranging from 3 to 13.5 years. The overall weighted-
average life of identifiable intangible assets is 6.3 years.  

   

F-41  

      
  December 31, 2010  
 Gross carrying  Accumulated  
(In US$ thousands)  amount   amortization   Net  
Completed technology  $ 2,595  $ (1,854) $ 741 
Trade name, trademark and non-competition agreements 12,248   (40) 12,208
Capitalized software cost   6,599   (5,388)  1,211 
Customer relationships 6,255   (3,475) 2,780
Favorable lease right   2,861   (106)  2,755 
Other 126   (52) 74
   

 
  

 
   

Total $ 30,684  $ (10,915) $ 19,769
   

 

  

 

   

      
  December 31, 2009  
  Gross carrying  Accumulated    
(In US$ thousands) amount  amortization   Net
Completed technology  $ 2,363  $ (1,350) $ 1,013 
Trade name, trademark and non-competition agreements 11,160   (15) 11,145
Capitalized software cost   8,633   (5,137)  3,496 
Customer relationships 5,695   (2,531) 3,164
Other   115   (9)  106 
   

 
  

 
   

Total  $ 27,966  $ (9,042) $ 18,924 
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For the years ended December 31, 2008, 2009 and 2010, total amortization expense of intangible assets were
$4.1 million, $5.1 million, and $2.7 million, respectively (including $20 thousand, $0 and $0 reported in discontinued
operations in 2008, 2009 and 2010, respectively), which includes amortization of capitalized software costs of $3.0 million,
$3.9 million, and $1.5 million. As of December 31, 2010, based on the current amount of intangibles subject to
amortization, the estimated amortization expense for each of the succeeding five years is as follows:  

NOTE 9. PREPAID LICENSING AND ROYALTY FEES  

The following table summarizes changes to our Company’s prepaid licensing and royalty fees:  
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(In US$ thousands)  Amount  
2011  $ 1,770
2012   1,717 
2013  1,295
2014   907 
2015   212 
     

Total  $ 5,901
   

 

 

         
(in US$ thousands)  2009   2010  
Beginning balance $ 20,540  $ 5,557
Additions   5,484   3,987 
Acqusition — IAHGames (Note 4)  —  1,010
Amortization of licensing and royalty costs   (2,146)   (573)
Deconsolidation — T2CN (Note 5)  —  (5,339)
Impairment charges (Note 10)   (18,301)   (870)
Translation adjustment  (20)  442
        

Balance as of December 31 $ 5,557  $ 4,214
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NOTE 10. FAIR VALUE MEASUREMENTS  

The accounting framework for determining fair value includes a hierarchy for ranking the quality and reliability of the
information used to measure fair value, which enables the reader of the financial statements to assess the inputs used to
develop those measurements. The fair value hierarchy consists of three tiers as follows: Level 1, defined as quoted
market prices in active markets for identical assets or liabilities; Level 2, defined as inputs other than Level 1 that are
observable, either directly or indirectly, such as quoted market prices for similar assets or liabilities, quoted prices in
markets that are not active, model-based valuation techniques for which all significant assumptions are observable in the 
market, or other inputs that are observable or can be corroborated by observable market data for substantially the full
term of the assets and liabilities; and Level 3, defined as unobservable inputs that are not corroborated by market data.  

Assets and Liabilities that are Measured at Fair Value on a Recurring Basis  

Our Company has segregated all financial assets and liabilities that are measured at fair value on a recurring basis (at
least annually) into the most appropriate level within the fair value hierarchy based on the inputs used to determine the fair
value at the measurement date in the table below.  
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Assets and liabilities measured at fair value on a recurring basis are summarized as below:  

Level 1 and 2 measurements:  

Cash equivalents — time deposits are convertible into a known amount of cash and are subject to an insignificant risk of
change in value. Certain marketable securities — are valued using a market approach based on the quoted market prices 
of identical instruments when available, or other observable inputs such as trading prices of identical instruments in
inactive markets. The fair value of the marketable equity securities that have publicly quoted trading prices are valued
using those observable prices, unless adjustments are required to available observable inputs.  
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     Year Ended
 Fair Value Measurement Using   December
(in US$ thousands)  Level 1   Level 2   Level 3   31, 2010  
Assets     

Cash equivalents — time deposits  $ —  $ 1,012  $ —  $ 1,012 
Marketable securities — current     

Open-end fund   —   3,553   —   3,553 
Marketable securities — noncurrent                  

Debt securities — —  5,454  5,454
Equity securities   25,553   2,382   —   27,935 

              

Subtotal   25,553   6,947   5,454   37,954 
              

      
Liabilties                 

Other liabilities — other Warrant derivative   —   —   (665)   (665)
              

Total $ 25,553 $ 6,947 $ 4,789  $ 37,289
   

 

  

 

  

 

  

 

 

                 
     Year Ended
  Fair Value Measurement Using   December  
(in US$ thousands)  Level 1   Level 2   Level 3   31, 2009  
Assets     
Marketable securities — current  $ —  $ 3,486  $ —  $ 3,486 

Open-end fund     
Marketable securities — noncurrent                 

Debt securities — —  14,204  14,204
Equity securities   4,152   —   —   4,152 

   
 
  

 
  

 
  

 
 

Total  $ 4,152  $ 3,486  $ 14,204  $ 21,842 
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In 2008, 2009 and 2010, we recognized an unrealized gain (loss) of ($282) thousand, $67 thousand and $21.8 million,
respectively, on marketable securities, which is included in other comprehensive income (loss). In 2009, we recognized an
other-than-temporary impairment of $2.9 million related to marketable equity securities, which is included in non-operating 
expenses within “impairment loss on marketable securities and investments” in the Consolidated Statements of 
Operations.  

Level 3 measurements:  

For assets measured at fair value on a recurring basis using significant unobservable inputs (Level 3) during 2009 and
2010, a reconciliation of the beginning and ending balances are presented as follows:  
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  Fair Value Measurements  
 Using Significant Unobservable
  Inputs  
 Marketable Securities - Debt
  Securities  
(in US$ thousands)  2009   2010  
Beginning balance $ 26,041  $ 14,204

Total gains or losses (realized/unrealized)         
included in earnings  (11,837)  (4,500)
included in other comprehensive income   —   — 

Purchase and settlements  —  1,500
Transfers in and/or out of Level 3   —   (5,750)

   
 
  

 
 

Ending balance  $ 14,204  $ 5,454 
   

 

  

 

 

          
The amount of total gains or losses for the period included in earnings attributable to 

the change in unrealized gains or losses relating to assets still held at the 
reporting date  None  None
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS —  

(Continued) 
YEARS ENDED DECEMBER 31, 2008, 2009 AND 2010  

The fair value of the marketable debt securities is derived using a discounted cash flow method using unobservable
inputs. The discounted cash flow method incorporates adjusted available market discount rate information and the
Company’s estimates of liquidity risk, and other cash flow model related assumptions.  

In 2009 and 2010, we recognized other-than-temporary impairments of $11.8 million and $4.5 million, respectively, related 
to marketable debt securities, which is included in non-operating expenses within “impairment loss on marketable 
securities and investments” in the Consolidated Statements of Operations. In July 2010, we reclassified our debt
securities held in IAHGames from “Marketable Securities — Noncurrent” upon consolidation when we increased our total 
controlling financial interest in IAHGames to 80 percent. The investment in IAHGames amounted to $5.8 million which
was transferred out from “Marketable Securities — Noncurrent” upon consolidation.  
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YEARS ENDED DECEMBER 31, 2008, 2009 AND 2010  

For liabilities measured at fair value on a recurring basis using significant unobservable inputs (level 3) during 2010, a
reconciliation of the beginning and ending balances are presented as follows:  

IAHGames has warrants outstanding in which the holder may purchase an aggregate of 15 percent of IAHGames’
common stock, on a fully diluted basis, at an exercise price of $3.40 per warrant share, which is subject to certain
adjustments in accordance with the warrant agreement. The warrants expire upon the expiration of certain game licenses
or in certain circumstances in accordance with the warrant agreement. According to the terms of the warrant agreement, if
IAHGames subsequently issues additional shares of its common stock, IAHGames is obligated to issue additional
warrants to the warrant holder necessary for the holder to maintain its 15 percent share ownership, regardless of whether
such additional shares are issued at, above, or below the market price. Because the provisions give the warrant holder a
level of protection that is not afforded to the other holders of IAHGames’ common stock, and since these provisions are 
not based on inputs to the fair value of a “fixed-for-fixed” forward or option, the warrants are not considered to be indexed 
to IAHGames’ common stock. As a result, the warrants are accounted for as a derivative liability instrument. As of
December 31, 2010, we valued the warrants at approximately $665 thousand using a valuation model and reported the
warrants as a liability under the caption “other liabilities — other” in the Consolidated Balance Sheets. The key 
assumptions and related variables used in the valuation model to determine the fair value of the warrants as of
December 31, 2010 included certain unobservable inputs and related variables such as risk free rate, volatility, strike
price, and dividend yield. In 2010, we recognized a gain of approximately $2.6 million related to the revaluation of the
warrants, which is included in non-operating income (expenses) within “gain on fair value changes of warrant derivative” in 
the Consolidated Statements of Operations.  
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  Fair Value Measurements 
  Using Significant  
  Unobservable Inputs
  (Level 3)  
  Other liabilities - Warrant
  Derivative  
(in US$ thousands)  2010  
Beginning balance  $ —

Total (gains) or losses (realized/unrealized)     
included in earnings   (2,595)
included in other comprehensive income   — 

Purchase and settlements   3,260
Transfers in and/or out of Level 3   — 

   
 
 

Ending balance  $ 665 
   

 

 

      
The amount of total (gains) or losses for the period included in earnings attributable to the 

change in unrealized gains or losses relating to liabilities still held at the reporting date  $ (2,595)
   

 

 



                    

GIGAMEDIA LIMITED 
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS —  

(Continued) 
YEARS ENDED DECEMBER 31, 2008, 2009 AND 2010  

Financial instruments:  

The carrying amounts of the Company’s cash, accounts receivable, restricted cash, accounts payable, and short-term 
debt approximate fair value due to their short-term maturities. The fair value of amounts due to and from related parties is
not practicable to estimate due to the related party nature of the underlying transactions.  

Assets and Liabilities that are Measured at Fair Value on a Nonrecurring Basis  

Effective January 1, 2009, we adopted the fair value accounting standard for measuring the fair value of assets and
liabilities on a nonrecurring basis. Assets and liabilities measured at fair value on a nonrecurring basis include measuring
impairment when required for long-lived assets. For GigaMedia, long-lived assets measured at fair value on a 
nonrecurring basis include investments accounted for under the equity method and cost method, property, plant, and
equipment, intangible assets, prepaid licensing and royalty fees and goodwill.  
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS —  

(Continued) 
YEARS ENDED DECEMBER 31, 2008, 2009 AND 2010  

Assets and liabilities measured at fair value on a nonrecurring basis which were determined to be impaired as of
December 31, 2009 and 2010 are summarized as below:  

In 2009, cost method investments with carrying amounts of $1.7 million were written down to their fair value of $700
thousand, resulting in an impairment charge of $1 million. In 2010, equity method investments with carrying amounts of
$177 thousand were fully written down, resulting in an impairment charge of $177 thousand. The impairment charges are
included in non-operating expenses within “impairment loss on marketable securities and investments” in the 
Consolidated Statements of Operations. Cost method and equity method investments are measured at fair value on a
nonrecurring basis when deemed necessary, using other observable inputs such as trading prices of similar classes of the
stock or using discounted cash flows, incorporating adjusted available market discount rate information and our 
Company’s estimates for liquidity risk.  

   

F-49  

       
              Year Ended  Total  
  Fair Value measurement Using   December   Impairment  
(in US$ thousands) Level 1 Level 2 Level 3 31, 2010   Losses
                      
Assets       
(a) Investment — Equity method  $ —  $ —  $ —  $ —  $ 177 
(b) Property, plant and equipment - 

Information and communication 
equipment   —   —   —   —   278 

(c) Goodwill — Resulting from 
acquisition of IAH   —   —   9,933   9,933   2,255 

(d) Intangible assets — Capitalized 
software cost   —   —   —   —   1,007 

(d) Intangible assets - Non-Compete 
Contracts   —   —   —   —   323 

(e) Prepaid licensing and royalty  — — 200  200  870
(f) Investment in T2CN   —   —   —   —   22,234 
   

 
  

 
  

 
  

 
  

 
 

Total  $ —  $ —  $ 10,133  $ 10,133  $ 27,144 
   

 

  

 

  

 

  

 

  

 

 

       
              Year Ended  Total  
 Fair Value measurement Using December   Impairment
(in US$ thousands)  Level 1   Level 2   Level 3   31, 2009   Losses  
                      
Assets       
(a) Investment — Cost method  $ —  $ —  $ 700  $ 700  $ 1,005 
(b) Property, plant and equipment -

Land and Building   —   1,171   —   1,171   473 
(b) Property, plant and equipment -

Information and communication 
equipment  — — 79  79  777

(c) Goodwill — Resulting from 
acquisition of T2CN  — — 17,500  17,500  14,103

(d) Intangible assets — Capitalized 
software cost   —   —   —   —   4,701 

(e) Prepaid licensing and royalty  — — —  —  18,301
   

 
  

 
  

 
  

 
  

 
 

Total  $ —  $ 1,171  $ 18,279  $ 19,450  $ 39,360 
   

 

  

 

  

 

  

 

  

 

 

   

(a)  Impairment losses on certain cost method and equity method investments which were determined to be impaired:
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YEARS ENDED DECEMBER 31, 2008, 2009 AND 2010  

(b) Impairment losses on certain property, plant, and equipment which were determined to be impaired:  

In 2009, land and buildings with carrying amounts of $1.7 million were written down to their fair value of $1.2 million,
resulting in an impairment charge of $473 thousand which is included in operating expenses within “impairment loss on 
property, plant and equipment” in the Consolidated Statements of Operations. The impairment charge for the land and 
building was related to assets that were used for the ISP business, which was disposed of in September 2008, and are
currently idle after the disposal. The land and building were valued based on the quoted prices of similar assets in the
market. In addition, information and communication equipment with carrying amounts of $856 thousand were written down
to their fair value of $79 thousand, resulting in an impairment charge of $777 thousand.  

In 2010, we recorded an impairment loss of $278 thousand against our information and communication equipment. The
impairment charges are included in operating expenses within “impairment loss on property, plant and equipment” in the 
Consolidated Statements of Operations. The impairment charge for the equipment was related to servers used in certain
impaired licensed games or internally developed games within our Asian online game and service business for which the
carrying amount was determined not to be recoverable from its related future undiscounted cash flows. This equipment
was valued using unobservable inputs such as discounted cash flows, incorporating adjusted available market discount
rate information and our Company’s estimates for liquidity risk, and other cash flow model — related assumptions.  
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YEARS ENDED DECEMBER 31, 2008, 2009 AND 2010  

(c) Impairment losses on goodwill which was determined to be impaired:  

In 2009, goodwill from the acquisition of T2CN with a carrying amount of $31.6 million was written down to its fair value of
$17.5 million, resulting in an impairment charge of $14.1 million, which is included within operating expenses in the
Consolidated Statements of Operations. The impairment charge resulted as our estimates of future cash flows for T2CN’s 
business had been reduced due to lower than expected operating performance results in 2009, which indicated that the
carrying amount of the goodwill from the acquisition of T2CN could not be fully recovered as of December 31, 2009.  

In 2010, goodwill from the acquisition of IAHGames with a carrying amount of $12.2 million was written down to its fair
value of $9.9 million, resulting in an impairment charge of $2.3 million, which is included within operating expenses in the
Consolidated Statements of Operations. The impairment charge resulted as our estimates of future cash flows for
IAHGames’ business had been reduced due to lower than expected operating performance results in 2010, which 
indicated that the carrying amount of the goodwill from the acquisition of IAHGames could not be fully recovered as of
December 31, 2010.  

Goodwill is valued on a nonrecurring basis when impairment exists, using unobservable inputs such as discounted cash
flows, incorporating adjusted available market discount rate information and our Company’s estimates for liquidity risk, 
and other cash flow model related assumptions.  

(d) Impairment losses on certain intangible assets which were determined to be impaired:  

In 2009 and 2010, capitalized software costs with carrying amounts of $4.7 million and $1 million, respectively, were fully
written down, resulting in impairment charges of $4.7 million and $1 million, respectively, which are included in operating
expenses within “impairment loss on prepaid licensing fees and intangible assets” in the Consolidated Statements of 
Operations. The impairment charges for the capitalized software costs were the result of certain projects within our Asian
online game and service business that we ceased further development on and as a result we recorded a full impairment of
the carrying value of the assets related to these projects.  
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YEARS ENDED DECEMBER 31, 2008, 2009 AND 2010  

In addition, the non-compete contracts resulting from the acquisition of IAHGames with carrying amounts of $323 
thousand as of December 31, 2010 were fully written down, resulting in an impairment charge of $323 thousand which are
included in operating expenses within “impairment loss on prepaid licensing fees and intangible assets” in the 
Consolidated Statements of Operations. The impairment charges resulted as our estimates of future cash flows related to
these non-compete contracts were reduced to lower than originally expected, which indicated that the carrying amount of
the non-compete contracts could not be recovered as of December 31, 2010.  

(e) Impairment losses on certain prepaid licensing and royalty fees which were determined to be impaired:  

In 2009, prepaid licensing and royalty fees with carrying amounts of $18.3 million were fully written down, resulting in an
impairment charge of $18.3 million. In 2010, prepaid licensing and royalty fees with carrying amounts of $1.1 million were
written to their fair values of $200 thousand, resulting in an impairment charge of $870 thousand. The impairment charges
are included in operating expenses within “impairment loss on prepaid licensing fees and intangible assets” in the 
Consolidated Statements of Operations. The impairment charges for the prepaid licensing and royalty fees related to
certain licensed games within our Asian online game and service business that we stopped operating or for which the
carrying amounts of the related assets were determined not to be recoverable from their expected future undiscounted
cash flows. The licensing fee games and related royalties are valued on a nonrecurring basis when impairment exists,
using unobservable inputs such as discounted cash flows, incorporating adjusted available market discount rate
information and our Company’s estimates for liquidity risk, and other cash flow model related assumptions.  
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(f) Impairment loss on T2CN which was determined to be impaired:  

In connection with our year-end financial reporting process, we were required to perform an impairment analysis for the
Company’s investment in and advances to the entities held by T2CN as of December 31, 2010. As discussed in more
detail in Note 5 “Deconsolidation”, given the uncertain timeline relating to the resolution of our dispute with T2CN’s former 
Chief Executive Officer, and primarily because the Company still cannot exercise any control over the operations of T2CN
or obtain any financial data from the management of T2CN, management decided to completely write-off both the 
Company’s investment and its advances to the entities held by T2CN in order to properly reflect GigaMedia’s financial 
position as of December 31, 2010.  

NOTE 11. CASH AND CASH EQUIVALENTS  

Cash and cash equivalents consist of the following:  

NOTE 12. MARKETABLE SECURITIES — CURRENT  

Marketable securities — current consist of the following:  
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 December 31
(in US$ thousands) 2009   2010
Cash and checking and savings accounts  $ 55,566  $ 69,977 
Time deposits  —  1,012
   

 
  

 
 

Total $ 55,566  $ 70,989
   

 

  

 

 

         
 December 31
(in US$ thousands)  2009   2010  
Available-for-sale securities:         

Open-end funds $ 3,486  $ 3,553
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YEARS ENDED DECEMBER 31, 2008, 2009 AND 2010  

All of our Company’s marketable securities — current are classified as available-for-sale. As of December 31, 2009 and 
2010, the balances of unrealized gains for marketable securities — current were $454 thousand and $521 thousand, 
respectively. During 2008, 2009 and 2010, realized gains from disposal of marketable securities — current amounted to 
$400 thousand, $0, and $0, respectively, (including $27 thousand, $0, and $0 reported in discontinued operations in 2008,
2009 and 2010, respectively). The costs for calculating gains on disposal were based on each security’s average cost.  

NOTE 13. ACCOUNTS RECEIVABLE — NET  

Accounts receivable consist of the following:  

The following is a reconciliation of changes in our Company’s allowance for doubtful accounts during the years ended 
December 31, 2008, 2009 and 2010:  
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 December 31
(in US$ thousands)  2009   2010  
Accounts receivable $ 4,428  $ 10,348
Less: Allowance for doubful accounts   (200)   (842)
   

 
  

 
 

Net  $ 4,228  $ 9,506 
   

 

  

 

 

             
(in US$ thousands) 2008 2009   2010
Balance at beginning of year  $ 1,362  $ 254  $ 200 
Additions: Provision for bad debt expense 313  158  156
Less: Write-offs   (399)   (216)   (219)
Acquisiton — IAHGames   —   —   691 
Divestiture — Internet access and service business (1,041)  —  —
Translation adjustment   19   4   14 
           

Balance at end of year  $ 254  $ 200  $ 842 
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NOTE 14. OTHER CURRENT ASSETS  

Other current assets consist of the following:  

The following is a reconciliation of changes in our Company’s allowance for loans receivable - current during the years 
ended December 31, 2008, 2009 and 2010:  

In 2006, our Company entered into a loan agreement for $214 thousand with a third party with no interest. The
outstanding principal balance of this loan was due in November 2009, and is currently past due. We do not expect to
collect all principal; therefore, we recognized a full provision for the loan of $214 thousand in 2009.  

In 2007, our Company entered into a loan agreement for $2.5 million with Flagship Studios, Inc. (“Flagship”), a game 
developer, receiving in exchange a note with an interest rate of 10 percent per annum from Flagship. The outstanding
principal balance of this note, together with all accrued and unpaid interest thereon, was due on or before December 31,
2008, and is currently past due. Due to the financial status of Flagship, we do not expect to collect all principal and
interest. Therefore, in 2008, we recognized a full provision for the loan and interest receivable, in the aggregate of
$2.6 million in 2008, and ceased to recognize interest income.  
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  December 31  
(in US$ thousands) 2009   2010
Loans receivable — current  $ 4,074  $ 5,761 
Less: Allowance for loans receivable — current   (3,574)   (5,057)
Deferred income tax assets — current, net (Note 25)  1,116  581
Other   2,363   759 
        

Total  $ 3,979  $ 2,044 
   

 

  

 

 

     
(in US$ thousands) 2008 2009   2010
Balance at beginning of year  $ —  $ 2,640  $ 3,574 
Additions: Provision for bad debt expenses 2,640  934  1,483
   

 
  

 
  

 
 

Balance at end of year $ 2,640 $ 3,574  $ 5,057
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During the period from September 2008 to April 2009, our Company entered into loan agreements in the aggregate of
$0.7 million with a company included in our available-for-sale investments and equity method investments, with interest 
rates ranging from 9.7 percent to 10.525 percent per annum. For 2008 and 2009, we have accrued, based on the stated
interest rate, interest income of $2 thousand and $34 thousand, respectively. Due to the financial status of this available-
for-sale investment, we do not expect to collect all principal and interest. Therefore, we recognized a provision for certain
loans and interest receivable in the aggregate of $719 thousand in 2009, and ceased to recognize interest income.  

As of the date of our deconsolidation of T2CN in July 2010, we had $1.4 million of loans receivable outstanding. As a
result of the ongoing dispute, we do not expect to collect these outstanding loans due from T2CN. Therefore, we
recognized a full provision for the loans of $1.4 million in 2010 (See Note 5, “Deconsolidation” for additional information).  
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NOTE 15. MARKETABLE SECURITIES — NONCURRENT  

Marketable securities — noncurrent consist of the following:  

Our Company’s marketable securities — noncurrent are invested in convertible preferred shares and publicly — traded 
common shares and are classified as available-for-sale securities.  

The preferred shares are convertible into common shares on 1:1 basis, subject to certain adjustments, and shall be
automatically converted upon certain conditions outlined in the agreements. The convertible preferred shares are all
redeemable based upon certain agreed-upon conditions.  

The embedded conversion options of the convertible preferred shares do not meet the definition of derivative instruments
defined in the FASB accounting standards codification and therefore are not bifurcated from the preferred share
investment.  

We have also considered and determined whether our investments in preferred shares are in-substance common shares 
which should be accounted for under the equity method. Given that our convertible preferred shares have substantive
redemption rights and thus do not meet the criteria of in-substance common shares, we have accounted for them as debt
securities in accordance with the guidance issued by FASB Accounting Standards Codification.  
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  December 31  
(in US$ thousands) 2009   2010
Available-for-sale securities         

Debt securities  $ 14,204  $ 5,454 
Equity securities  4,152  27,935
   

 
  

 
 

Total  $ 18,356  $ 33,389 
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We assessed the estimated fair values and potential impairment of these investments as of December 31, 2009 and
2010. (See Note 10 “Fair Value Measurements”, for additional information).  

NOTE 16. INVESTMENTS  

Investments consist of the following:  

The Company’s investments in companies that are accounted for under the equity method of accounting consisted of the
following as of December 31, 2010: (a) a 40 percent interest in Mangas Everest S.A.S. (“Everest Gaming”), which is 
engaged in the gaming software and service business (See Note 6 “Divestitures” for additional information); (b) a 
100 percent interest in Monsoon Online Pte Ltd (“Monsoon”), an operator and distributor of online games in Southeast 
Asia; (c) a 30 percent interest in Game First International Corporation (“GFI”), an operator and distributor of online games 
in Taiwan; (d) an 18 percent interest in East Gate Media Contents & Technology Fund (“East Gate”), a Korean Fund that 
invests in online game businesses and films; (e) a 49 percent interest in OneNet Company, an operator and distributor of
online games in Thailand; and (f) a 23 percent interest in Digiforce Co., Ltd, an online games service provider in Taiwan.
The investments in these companies amounted to $222 thousand and $65.4 million as of December 31, 2009 and 2010,
respectively.  
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 December 31
 2009   2010
  Amount   Amount  
Investments accounted for under the equity method $ 222  $ 65,395
Investments accounted for under the cost method   3,255   1,379 
   

 
  

 
 

   $ 3,477  $ 66,774 
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As of December 31, 2010, the Company’s share of the underlying net assets of Everest Gaming exceeded the carrying
value of its investment by $12.4 million. The excess results from the difference between the fair value we assigned to the
40 percent retained interest in Everest Gaming at the date the business was deconsolidated, compared to 40 percent of
the total fair value of Everest Gaming as determined by BetClic, the purchaser of the 60 percent interest.  

As of December 31, 2010, the carrying value of the investment in GFI exceeded the Company’s share of the underlying 
net assets of GFI by $7.4 million. The excess, which relates to goodwill, is evaluated periodically to determine if there has
been any impairment identified.  

We acquired an equity investment in Monsoon in connection with our acquisition of a controlling financial interest in
IAHGames. Although IAHGames owns 100 percent of the common stock of Monsoon, we determined that Monsoon
cannot be consolidated by IAHGames due to the substantive participating rights that the game licensor has in Monsoon
pursuant to Monsoon’s management agreement. In 2010, we recognized our share of losses under the equity method of 
accounting of $12.6 million, which resulted in a negative investment balance. In accordance with the FASB codification,
we charged this negative investment balance against to the loan receivable that Monsoon has outstanding to us as of
December 31, 2010. The remaining balance on the loan receivable from Monsoon is $3.4 million as of December 31,
2010. (See Note 26, “Related Party Transactions”, for additional information”).  

The Company has an 18 percent interest in East Gate, a Korean Limited Partnership. We account for this limited partner
investment under the equity method accounting in accordance with the FASB codification as our interest is not considered
to be minor. We have influence over partnership operating and financial policies based on the terms of the partnership
agreement.  

We assessed the potential impairment of these investments as of December 31, 2009 and 2010. (See Note 10 “Fair Value 
Measurements”, for additional information).  
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NOTE 17. SHORT-TERM BORROWINGS  

As of December 31, 2009 and 2010, short-term borrowings totaled $22.5 million and $12.4 million, respectively. These 
amounts were borrowed from certain financial institutions. The annual interest rates on these borrowings ranged from
1.99 percent to 4.288 percent for 2009, and from 0.85 percent to 5.56 percent for 2010. The maturity dates ranged from
January 2010 to June 2010 as of December 31, 2009, and from January 2011 to March 2011 as of December 31, 2010.
As of December 31, 2009 and 2010, the weighted-average interest rate on total short-term borrowings was 2.24 percent 
and 1.835 percent, respectively.  

As of December 31, 2010, the total amount of unused lines of credit available for borrowing under these agreements was
approximately $28.5 million.  

During the period from January 2011 to March 2011, we repaid certain short-term borrowings totaling $6.9 million, and 
renewed short-term borrowing agreements totaling $5.5 million.  

We pledged certain time deposits, land, and buildings as collateral for borrowings from certain financial institutions. The
total value of collateral amounted to $2.1 million and $6.3 million as of December 31, 2009 and 2010, respectively, in
which time deposits pledged are recorded as restricted cash totaling $932 thousand and $5 million as of December 31,
2009 and 2010, respectively.  
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NOTE 18. ACCRUED EXPENSES  

Accrued expenses consist of the following:  

NOTE 19. OTHER CURRENT LIABILITIES  

Other current liabilities consist of the following:  
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  December 31  
(in US$ thousands) 2009   2010
Accrued advertising expenses  $ 2,382  $ 770 
Accrued royalties   52   1,499 
Accrued professional fees  1,160  3,676
Purchase price adjustment accrual to BetClic   —   2,326 
Other  3,125  2,715
   

 
  

 
 

  $ 6,719  $ 10,986
   

 

  

 

 

         
 December 31
(in US$ thousands)  2009   2010  
Deferred revenue  $ 8,295  $ 5,249 
Income taxes payable  1,222  4,980
Other   3,727   1,121 
        

Total  $ 13,244  $ 11,350 
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NOTE 20. PENSION BENEFITS  

Our Company and our subsidiaries have defined benefit and defined contribution pension plans that cover substantially all
of our employees.  

Defined Benefit Pension Plan  

We have a defined benefit pension plan in accordance with the Labor Standards Law of the Republic of China (R.O.C.) for
our employees located in Taiwan, covering substantially all full-time employees for services provided prior to July 1, 2005,
and employees who have elected to remain in the defined benefit pension plan subsequent to the enactment of the Labor
Pension Act on July 1, 2005. Under the defined benefit pension plan, employees are entitled to two base points for every
year of service for the first 15 years and one base point for every additional year of service, up to a maximum of 45 base
points. The pension payment to employees is computed based on base point and average salaries or wages for the six
months prior to approved retirement.  

We use a December 31 measurement date for our defined benefit pension plan. As of December 31, 2009 and 2010, the
accumulated benefit obligation amounted to $233 thousand and $246 thousand, respectively, and the funded status
amounted to $83 thousand and $44 thousand, respectively. The fair value of plan assets amounted to $209 thousand and
$255 thousand as of December 31, 2009 and 2010, respectively. The accumulated other comprehensive income
amounted to $208 thousand and $236 thousand as of December 31, 2009 and 2010, respectively. Included in
accumulated other comprehensive income, is a net pension gain of $9 thousand as of December 31, 2010 which is
expected to be recognized in 2011. The net periodic benefit cost for 2008, 2009 and 2010 amounted to $101 thousand,
$76 thousand and $12 thousand, respectively.  
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We have contributed an amount equal to 2 percent of the salaries and wages paid to all qualified employees located in
Taiwan to a pension fund (the “Fund”). The Fund is administered by a pension fund monitoring committee (the 
“Committee”) and deposited in the Committee’s name in the Central Trust of China in Taiwan. Our Company makes 
pension payments from our account in the Fund unless the Fund is insufficient, in which case we make payments from
internal funds as payments become due. We seek to maintain a normal, highly liquid working capital balance to ensure
payments are made timely.  

We expect to make a contribution of $18 thousand to the Fund in 2011. We do not expect to make any benefit payments
through 2020.  

Defined Contribution Pension Plans  

We have provided defined contribution plans for employees located in Taiwan, the PRC, Hong Kong and Singapore.
Contributions to the plans are expensed as incurred.  

Taiwan  

Pursuant to the new “Labor Pension Act” enacted on July 1, 2005, our Company has a defined contribution pension plan
for our employees located in Taiwan. For eligible employees who elect to participate in the defined contribution pension
plan, we contribute no less than 6 percent of an employee’s monthly salary and wage and up to the maximum amount of 
NT$9 thousand (approximately $309), to each of the eligible employees’ individual pension accounts at the Bureau of 
Labor Insurance each month. Pension payments to employees are made either by monthly installments or in a lump sum
from the accumulated contributions and earnings in employees’ individual accounts.  

PRC  

All PRC employees participate in employee social security plans, including pension and other welfare benefits, which are
organized and administered by governmental authorities. We have no other substantial commitments to employees. The
premiums and welfare benefit contributions that should be borne by our Company are calculated in accordance with
relevant PRC regulations, and are paid to the labor and social welfare authorities.  
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Hong Kong  

According to the relevant Hong Kong regulations, we provide a contribution plan for the eligible employees in Hong Kong.
We must contribute at least 5 percent of the employees’ total salaries. For this purpose, the monthly relevant contribution
to their individual contribution accounts is subject to a cap of HK$1 thousand (approximately $129). After the termination
of employment, the benefits still belong to the employees in any circumstances.  

Singapore  

In accordance with Singapore regulations, we make contributions to the Singapore Central Provident Fund Scheme, a
defined contribution pension plan, for eligible employees. We contribute 14.5 percent of the employees’ gross salaries, 
subject to a cap of SGD$4.5 thousand (approximately $3,400). We have no legal or constructive obligation to pay further
contributions if the fund does not hold sufficient assets to pay all employee benefits relating to employee service in the
current and preceding financial years.  

The total amount of defined contribution pension expenses pursuant to our defined contribution plans for the years ended
December 31, 2008, 2009, and 2010 were $1.1 million, $1.3 million, and $1.0 million, respectively.  
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NOTE 21. OTHER LIABILITIES — OTHER  

Other current liabilities consist of the following:  

NOTE 22. SUBSIDIARY PREFERRED SHARES  

In connection with our acquisition of a controlling financial interest in IAHGames, we assumed Series A preferred shares,
which are owned by the noncontrolling shareholders. As of December 31, 2010, these Series A preferred shares were
valued at $1.5 million and represented 8.9 percent of IAHGames’ accumulated voting interest. The holder of the Series A 
preferred shares is entitled to cumulative dividends at 10 percent per annum. The preferred shares are redeemable at the
holder’s option at any time after the expiration of certain licensed games, and are convertible into ordinary shares at any 
time. However, pursuant to agreements entered into in connection with our acquisition of IAHGames in July 2010, all
Series A preferred shares are to be converted to ordinary shares of IAHGames at the acquisition date. The conversion
process has not yet been completed but is expected to occur in 2011.  
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  December 31  
(in US$ thousands) 2009   2010
Contingent payment of minimum guarantee under licensing agreement  $ —  $ 5,885 
Warrant derivative (Note 10)   —   665 
Other  49  1,136
   

 
  

 
 

Total  $ 49  $ 7,686 
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As the redemption feature on the Series A preferred stock is not solely within the control of IAHGames, the amount has
been presented in the mezzanine section of the Consolidated Balance Sheet. Also, since the Series A preferred shares
are not currently redeemable and is not probable that they will become redeemable as a result of our acquisition of
IAHGames as described above, the subsequent adjustment for accretion is not required. However, the cumulative
dividends for these Series A preferred shares of $148 thousand is included as a component of “net income (loss) 
attributable to the noncontrolling interest” in the Consolidated Statement of Operations.  

NOTE 23. EQUITY  

In accordance with Singapore law, our Company’s common stock does not have a par value. In addition, we are not 
required to have a number of authorized common shares to be issued.  

In accordance with R.O.C. law, an appropriation for legal reserve amounting to 10 percent of a company’s net profit is 
required until the reserve equals the aggregate par value of such Taiwan company’s issued capital stock. As of
December 31, 2009 and 2010, the legal reserves of Hoshin GigaMedia Center Inc. (“Hoshin GigaMedia”), which represent 
a component of our consolidated accumulated deficit, were $3.0 million for each period. The reserve can only be used to
offset a deficit or be distributed as a stock dividend of up to 50 percent of the reserve balance when the reserve balance
has reached 50 percent of the aggregate paid-in capital of Hoshin GigaMedia.  

Under PRC laws and regulations, there are certain foreign exchange restrictions on our Company’s PRC subsidiaries and 
VIE subsidiaries with respect to transferring certain of their net assets to our Company either in the form of dividends,
loans or advances.  

As of December 31, 2010, our Company’s total restricted net assets, which include paid up capital of PRC subsidiaries 
and the net assets of VIE subsidiaries in which our Company has no legal ownership, were approximately $2.5 million.  
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NOTE 24. SHARE-BASED COMPENSATION  

The following table summarizes the total stock-based compensation expense recognized in our Consolidated Statements 
of Operations:  

There were no significant capitalized stock-based compensation costs at December 31, 2009 and 2010.  

(a) Overview of Stock-Based Compensation Plans  

2002 Employee Share Option Plan  

At the June 2002 annual general meeting of shareholders, the shareholders of our Company approved the GigaMedia
Limited 2002 Employee Share Option Plan (the “2002 Plan”) under which up to three million common shares of our 
Company have been reserved for issuance. All employees, officers, directors, supervisors, advisors, and consultants of
our Company are eligible to participate in the 2002 Plan. The 2002 Plan is administered by a committee designated by the
board of directors. The committee as plan administrator has complete discretion to determine the exercise price for the
option grants, the eligible individuals who are to receive option grants, the time or times when options grants are to be
made, the number of shares subject to grant and the vesting schedule. The maximum contractual term for the options
under the 2002 Plan is 10 years.  
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(in US$ thousands) 2008 2009   2010
Cost of online game and service revenues  $ 27  $ 101  $ 10 
Product development & engineering expenses 480  59  18
Selling and marketing expenses   244   231   64 
General and administrative expenses   1,954   2,886   2,922 
           

Pre-tax stock-based compensation expense 2,705  3,277  3,014
Income tax benefit   (497)   (382)   (90)
   

 
  

 
  

 
 

Total stock-based compensation expense reported in continuing 
operations $ 2,208 $ 2,895  $ 2,924

   

 

  

 

  

 

 

Total stock-based compensation expense reported in discontinued 
operations, net of tax $ 63 $ —  $ —
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2004 Employee Share Option Plan  

At the June 2004 annual general meeting of shareholders, the shareholders of our Company approved the GigaMedia
Limited 2004 Employee Share Option Plan (the “2004 Plan”) under which up to seven million common shares of our
Company have been reserved for issuance. All employees, officers, directors, supervisors, advisors, and consultants of
our Company are eligible to participate in the 2004 Plan. The 2004 Plan is administered by a committee designated by the
board of directors. The committee as plan administrator has complete discretion to determine the exercise price for the
option grants, the eligible individuals who are to receive option grants, the time or times when options grants are to be
made, the number of shares subject to grant and the vesting schedule. The maximum contractual term for the options
under the 2004 Plan is 10 years.  

2006 Equity Incentive Plan  

At the June 2006 annual general meeting of shareholders, the shareholders of our Company approved the GigaMedia
Limited 2006 Equity Incentive Plan (the “2006 Plan”) under which up to one million common shares of our Company have 
been reserved for issuance. The 2006 Plan is administered by a committee designated by the board of directors. The
committee as plan administrator has complete discretion to determine the grant of awards under the 2006 Plan. The
maximum contractual term for the options under the 2006 Plan is 10 years.  

2007 Equity Incentive Plan  

At the June 2007 annual general meeting of shareholders, the shareholders of our Company approved the GigaMedia
Limited 2007 Equity Incentive Plan (the “2007 Plan”) under which up to two million common shares of our Company have 
been reserved for issuance. The 2007 Plan is administered by a committee designated by the board of directors. The
committee as plan administrator has complete discretion to determine the grant of awards under the 2007 Plan. The
maximum contractual term for the options under the 2007 Plan is 10 years.  
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2008 Equity Incentive Plan  

At the June 2008 annual general meeting of shareholders, the shareholders of our Company approved the GigaMedia
Limited 2008 Equity Incentive Plan (the “2008 Plan”) under which up to one million common shares of our Company have 
been reserved for issuance. The 2008 Plan is administered by a committee designated by the board of directors. The
committee as plan administrator has complete discretion to determine the grant of awards under the 2008 Plan. The
maximum contractual term for the options under the 2008 Plan is 10 years.  

2008 Employee Share Purchase Plan  

At the June 2008 annual general meeting of shareholders, the shareholders of our Company approved the GigaMedia
Limited 2008 Employee Share Purchase Plan (the “2008 ESPP”) under which up to two hundred thousand common 
shares of our Company were reserved for issuance. Any person who is regularly employed by our Company or our
designated subsidiaries shall be eligible to participate in the 2008 ESPP. Pursuant to the 2008 ESPP, our Company would
offer the shares to qualified employees on favorable terms. Employees are also subject to certain restrictions on the
amount that may be invested to purchase the shares and to other terms and conditions of the 2008 ESPP. The 2008
ESPP is administered by a committee designated by the board of directors. As of December 31, 2010, no shares have
been subscribed by qualified employees under the 2008 ESPP.  

2009 Equity Incentive Plan  

At the June 2009 annual general meeting of shareholders, the shareholders of our Company approved the GigaMedia
Limited 2009 Equity Incentive Plan (the “2009 Plan”) under which up to one and a half million common shares of our
Company have been reserved for issuance. The 2009 Plan is administered by a committee designated by the board of
directors. The committee as plan administrator has complete discretion to determine the grant of awards under the 2009
Plan. The maximum contractual term for the options under the 2009 Plan is 10 years.  
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2009 Employee Share Purchase Plan  

At the June 2009 annual general meeting of shareholders, the shareholders of our Company approved the GigaMedia
Limited 2009 Employee Share Purchase Plan (the “2009 ESPP”) under which up to two hundred thousand common 
shares of our Company have been reserved for issuance. To be eligible, employees must be regularly employed by us or
our designated subsidiaries. Employees are also subject to certain restrictions on the amount that may be invested to
purchase the shares and to other terms and conditions of the 2009 ESPP. The 2009 ESPP is administered by a
committee designated by the board of directors. As of December 31, 2010, no shares have been issued to employees
under the 2009 ESPP.  

2010 Equity Incentive Plan  

At the June 2010 annual general meeting of shareholders, the shareholders of our Company approved the GigaMedia
Limited 2010 Equity Incentive Plan (the “2010 Plan”) under which up to one million common shares of our Company have 
been reserved for issuance. The 2010 Plan is administered by a committee designated by the board of directors. The
committee as plan administrator has complete discretion to determine the grant of awards under the 2010 Plan. The
maximum contractual term for the options under the 2010 Plan is 10 years. As of December 31, 2010, no awards have
been granted under the 2010 Plan.  

2010 Employee Share Purchase Plan  

At the June 2010 annual general meeting of shareholders, the shareholders of our Company approved the GigaMedia
Limited 2010 Employee Share Purchase Plan (the “2010 ESPP”) under which up to two hundred thousand common 
shares of our Company have been reserved for issuance. To be eligible, employees must be regularly employed by us or 
our designated subsidiaries. Employees are also subject to certain restrictions on the amount that may be invested to
purchase the shares and to other terms and conditions of the 2010 ESPP. The 2010 ESPP is administered by a
committee designated by the board of directors. As of December 31, 2010, no shares have been issued to employees
under the 2010 ESPP.  
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Summarized below are the general terms of our stock-based compensation plans, for which awards have been granted as 
of December 31, 2010.  

Options and Restricted Stock Units (“RSUs”) generally vest over the schedule described above. Certain RSUs provide for 
accelerated vesting if there is a change in control. All options and RSUs are expected to be settled by issuing new shares. 
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Stock-Based  Granted     Options’ exercise RSUs’ grant date
compensation plan  awards   Vesting schedule  price  fair value
         
2002 Plan   3,000,000  immediately upon granting  $0.79  —
         
2004 Plan   7,703,185*  immediately upon granting to four years $0.79~$2.55  —
         
2006 Plan   1,117,333**  immediately upon granting to four years $2.47~$16.6  $2.91~$16.01
            
2007 Plan   2,431,907*** immediately upon granting to four years $2.47~$18.17  $2.47~15.35
            
2008 Plan   1,000,000  immediately upon granting to six years $2.47~4.24  —
            
2009 Plan   1,500,000  immediately upon granting to four years $2.47  —
   

*  The granted awards, net of forfeited or canceled shares, were within reserved shares of seven million common
shares. 

 

**  The granted awards, net of forfeited or canceled shares, were within reserved shares of one million common shares. 
 

***  The granted awards, net of forfeited or canceled shares, were within reserved shares of two million common shares.
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(b) Options  

In 2008, 2009 and 2010, 518,284, 543,049 and 200,500 options were exercised, and cash received from the exercise of
stock options was $0.5 million, $1.3 million and $0.2 million, respectively, which resulted in no significant tax benefit
realized on a consolidated basis.  

Our Company uses the Black-Scholes option-pricing model to estimate the fair value of stock options granted to
employees. There were no stock options granted in 2009. The following table summarizes the assumptions used in the
model for options granted during 2008 and 2010:  

Option term. The expected term of the options granted represents the period of time that they are expected to be
outstanding. Our Company estimates the expected term of options granted based on historical experience with grants and
option exercises.  

Expected volatility rate. An analysis of historical volatility was used to develop the estimate of expected volatility.  

Risk-free interest rate. The risk-free interest rate is based on yields of U.S. Treasury bonds for the expected term of the 
options.  

Expected dividend yield. The dividend yield is based on our Company’s current dividend yield.  
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 2008   2010
Option term (years)   2.77~4.58   6.48 
Volatility  58%~65% 65%
Weighted-average volatility   64%  65%
Risk-free interest rate  1.72%~2.88% 2.77%
Dividend yield   0%  0%
Weighted-average fair value of option granted $ 2.36  $ 1.55
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Option transactions during the last three years are summarized as follows:  

The aggregate intrinsic value in the table above represents the total pre-tax intrinsic value (the difference between 
GigaMedia’s closing stock price on the last trading day of 2010 and the fair value of the exercise price, multiplied by the
number of in-the-money options) that would have been received by the option holders had they exercised their options on
December 31, 2010. This amount changes based on the fair market value of GigaMedia’s stock. The total intrinsic value 
of options exercised for the years ended December 31, 2008, 2009, and 2010 were $7.2 million, $0.8 million, and
$0.3 million, respectively.  

As of December 31 2010, there was approximately $4.0 million of unrecognized compensation cost related to nonvested
options. That cost is expected to be recognized over a period of 3.17 years.  
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 2008 2009   2010
    Weighted-
 Weighted    Weighted Weighted   Average Aggregate
  Avg.   No.of   Avg.   No.of   Avg.   No.of   Remaining   Intrinsic  
 Exercise   Shares Exercise Shares Exercise Shares   Contractual Value
 Price   (in thousands) Price (in thousands) Price (in thousands)  Term (in thousands)
                                  
Balance at January 31 $ 2.42   7,912 $ 2.47 8,287 $ 2.36 7,689    
Options granted 4.69   1,341 — — 2.47 2,565    
Options exercised 0.95   (518) 2.42 (543) 0.87 (201)   
Options         
Forfeited / canceled / expired 9.97   (448) 17.98 (55) 5.66 (273)   
   

 
  

 
    

 
  

 
  

 
      

Balance at December 31 $ 2.47   8,287 $ 2.36 7,689 $ 2.33 9,780   5.60 $ 3,591
   

 

  

 

    

 

  

 

  

 

  

 

   

Exercisable at December 31 $ 1.33   6,448 $ 1.65 6,420 $ 2.04 7,190   4.46 $ 3,591
   

 

  

 

    

 

  

 

  

 

  

 

   

Vested and expected to vest at December 
31 $ 2.47   8,287 $ 2.36 7,689 $ 2.33 9,780   5.60 $ 3,591
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The following table sets forth information about stock options outstanding at December 31, 2010:  

(c) RSUs  

Nonvested RSUs during 2009 and 2010 were as follows:  

The fair value of RSUs is determined and fixed on the grant date based on our stock price. The fair value of RSUs granted
during the years ended December 31, 2008, 2009 and 2010 was $6.8 million, $0.6 million and $0.3 million, respectively.
The total fair value of RSUs vested during the years ended December 31, 2008, 2009 and 2010 was $1.5 million,
$0.9 million and $1.0 million, respectively, which resulted in no significant tax benefit realized on a consolidated basis.  
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Options outstanding   Option currently exercisable  

 Weighted  
      average     
 No. of Shares remaining    No. of Shares
Exercise price  (in thousands)  contractual life  Exercise price  (in thousands) 
Under $1 5,201 3.50 years Under $1  5,201
$1~$10   3,950  8.19 years  $1~$10    1,452 
$10~$20   629  6.65 years  $10~$20    537 
               

  9,780    7,190
   

 

           

                 
  2009   2010  
 Weighted-     Weighted-
  Number of   average   Number of   average  
 units grant date fair units   grant date
  (in thousands)  value   (in thousands)  fair value  
Nonvested at January 1   641  $ 10.41   640  $ 9.83 
Granted 100 6.01  119  2.68
Vested   (86)  10.15   (201)  4.88 
Forfeited (15) 7.19  (168) 8.00
   

 
  

 
  

 
   

Nonvested at December 31 640 $ 9.83  390  $ 10.99
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As of December 31 2010, there was approximately $4 thousand of unrecognized compensation cost related to nonvested
RSUs. That cost is expected to be recognized over a weighted-average period of 0.01 years. Our Company received no 
cash from employees as a result of employee stock award vesting and the forfeiture of RSUs during 2008, 2009 and
2010.  

NOTE 25. INCOME TAXES  

Income (loss) from continuing operations before income taxes by geographic location is as follows:  

Income tax provision (benefit) from continuing operations by geographic location is as follows:  

   

F-75

             
  For the years ended December 31  
(in US$ thousands) 2008 2009   2010
U.S. operations  $ 1,095  $ 1,324  $ 5,678 
Non-U.S. operations 35,684  (56,909)  2,990
           

  $ 36,779 $ (55,585)  $ 8,668
   

 

  

 

  

 

 

             
 For the years ended December 31
(in US$ thousands)  2008   2009   2010  
U.S. operations  $ 620  $ 557  $ 4,992 
Non-U.S. operations 449  (40)  2,268
   

 
  

 
  

 
 

   $ 1,069  $ 517  $ 7,260 
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The components of income tax provision from continuing operations by taxing jurisdiction are as follows:  

A reconciliation of our effective tax rate related to continuing operations to the statutory U.S. federal tax rate is as follows: 
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  For the years ended December 31  
(in US$ thousands) 2008 2009   2010
U.S. Federal:             
Current $ (57) $ 863  $ 4,244
Deferred   528   (443)   20 
   

 
  

 
  

 
 

   $ 471  $ 420  $ 4,264 
   

 

  

 

  

 

 

U.S. State and Local:             
Current  $ 208  $ 156  $ 617 
Deferred (59)  (19)  111
   

 
  

 
  

 
 

   $ 149  $ 137  $ 728 
   

 

  

 

  

 

 

Non — U.S.:     
Current  $ 976  $ 967  $ 2,032 
Deferred (527)  (1,007)  236
   

 
  

 
  

 
 

  $ 449 $ (40)  $ 2,268
   

 

  

 

  

 

 

Total income tax provision $ 1,069 $ 517  $ 7,260
   

 

  

 

  

 

 

             
 For the years ended December 31
  2008   2009   2010  
Federal statutory rate   34.00%   34.00%   34.00%
State and local — net of federal tax benefit 6.27%  8.14%  6.69%
Foreign tax differential   (32.56%)  (43.53%)  (88.75%)
Permanent differences 0.76%  2.18%  31.58%
Change in valuation allowance   (4.69%)  (1.73%)  52.73%
Tax effect of earnings for equity method investees and certain 

subsidiaries   —   —   42.72%
Other (0.87%)  0.01%  4.79%
          

Effective rate 2.91%  (0.93%) 83.76%
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In 2010, the primary reason for the increase in the income tax provision and the effective income tax rate was due to the
sale of 60 percent of our gaming software and service business (see Note 6, “Divestiture”, for additional information). The 
income tax provision related to the sale of the gaming software and service business was approximately $6.1 million,
which represented approximately 70 percent of our income from continuing operations.  

The provision for income taxes attributable to discontinued operations was $986 thousand, $0, and $0, for the years
ended December 31, 2008, 2009 and 2010, respectively.  

Significant components of our deferred tax assets consist of the following:  

As of December 31, 2009 and 2010, $243 thousand and $0, respectively, of net deferred tax assets were reported as
non-current deferred tax assets and included in other assets.  
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 December 31
(in US$ thousands)  2009   2010  
Net operating loss carryforwards $ 80  $ 4,880
Deferred revenue   540   9 
Loss on equity method investment  —  2,813
Share-based compensation   230   162 
Impairment charges   1,465   16 
Pension expense  41  33
Depreciation   86   52 
Other  (15)  18
   

 
  

 
 

   2,427  7,983
Less: valuation allowance   (1,068)   (7,402)
        

Deferred tax assets — net  $ 1,359  $ 581 
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Significant components of our deferred tax liabilities consist of the following:  

As of December 31, 2009 and 2010, $(3) thousand and $1.1 million, respectively, of net deferred tax liabilities were
reported as non-current deferred tax liabilities and included in other liabilities.  

A reconciliation of the beginning and ending amounts of our valuation allowance on deferred tax assets for the years
ended December 31, 2008, 2009 and 2010 are as follows:  

As of December 31, 2008, we evaluated the available evidence and determined that it was more likely than not that we
would realize the benefit of the deferred tax assets. The primary reason for the reversal of the valuation allowance in 2008
was that the sale of our Internet access and service operation was completed in September 2008. Based on weighing all
available evidence, we determined that evidence existed to conclude that it was more likely than not that we could
generate sufficient taxable income to utilize the majority of the deferred tax assets within the allowable carryforward
periods.  
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  December 31  
(in US$ thousands) 2009   2010
Depreciation and amortization  $ 69  $ 117 
Tax effect on undistributed earnings of equity method investees  —  1,010
Other   (37)   — 
   

 
  

 
 

Deferred tax liabilities — net  $ 32  $ 1,127 
   

 

  

 

 

     
 For the years ended December 31,
(in US$ thousands)  2008   2009   2010  
Balance at beginning of year $ 3,012 $ 106  $ 1,068
Subsequent reversal/utilization of valuation allowance   (2,787)   (45)   (12)
Additions to valuation allowance —  1,006  4,583
Divestitures   (219)   —   (874)
Acquisitions   —   —   2,624 
Exchange differences 100  1  13
   

 
  

 
  

 
 

Balance at end of year  $ 106  $ 1,068  $ 7,402 
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In 2009, the valuation allowance on the deferred tax assets increased by $962 thousand to $1.1 million primarily because
we determined that certain subsidiaries and VIE subsidiaries of our online game and service business were not likely to
be able to utilize all of the deferred tax assets based on their estimated future taxable income.  

In 2010, the valuation allowance on the deferred tax assets increased by $6.3 million to $7.4 million primarily due to the
acquisition of IAHGames. IAHGames had successive losses in prior years and therefore we do not believe that sufficient
objective, positive evidence existed at the date of our acquisition to conclude that the realization of the deferred tax assets
that we acquired from IAHGames was more likely than not. We also provided a valuation allowance against deferred tax
assets related to certain of our other subsidiaries, as they are not likely to be able to utilize all of their deferred tax assets
based on their estimated future taxable income.  

As of December 31, 2010, the Company had net operating loss carryforwards available to offset future income, amounting
to $27.9 million. Below is the breakdown of the expiration of the net operating loss carryforwards in major jurisdictions:  
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(in US$ thousands)    
Jurisdiction  Amount   Expiring year 
Singapore $ 19,296  indefinite
Hong Kong   4,928  indefinite
Taiwan  1,871  2020
Other   1,841     
   

 
     

Total  $ 27,936     
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Under Singapore tax regulations, foreign-sourced dividend income used for capital expenditures, including investments,
and repayment of borrowings, would not be deemed as remitted to Singapore and is therefore not taxable. As of
December 31, 2010, the Company has not accrued deferred income taxes on $26.4 million of unremitted earnings from
non-Singapore subsidiaries, as such earnings are considered to be reinvested overseas or for repayment of borrowings. 
Determination of the amount of unrecognized deferred tax liability related to these earnings is considered impracticable.  

Uncertain Tax Positions  

A reconciliation of the beginning and ending amount of unrecognized tax benefits (excluding the effects of accrued
interest) for the years 2008, 2009 and 2010 are as follows:  

As of December 31, 2008, 2009 and 2010, there were approximately $0, $0.7 million and $1.7 million of unrecognized tax
benefits that if recognized would affect the effective tax rate.  

Interest and penalties related to income tax liabilities are included in income tax expense. In 2008, 2009 and 2010, there
were no significant interest and penalties recognized in income tax expense.  
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(in US$ thousands)  Amount  
Balance at January 1, 2008  $ 127
Decrease due to settlement   (127)
   

 
 

Balance at December 31, 2008   — 
Increase for prior year tax positions  220
Increase for current year tax positions   460 
Exchange differences  22
     

Balance at December 31, 2009  702
Acqusition of IAHGames   535 
Increase for prior year tax positions  194
Increase for current year tax positions   323 
Decrease due to settlement  (166)
Exchange differences   79 
   

 
 

Balance at December 31, 2010  $ 1,667 
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Our major tax jurisdictions are located in Taiwan, Singapore and the United States. As of December 31, 2010, the income
tax filings under tax jurisdictions located in Taiwan have been examined through 2008, but we have filed appeals for the
2006, 2007 and 2008 tax filings. The tax authority in Singapore has examined the tax filings of IAHGames through the
2008 tax filings. Our Company also files income tax returns in the United States federal and state jurisdictions. The tax
authority in the U.S. is currently examining the 2008 tax filing.  

In 2008, all of our unrecognized tax benefits were related to research and development credits filed in 2005 and 2006.
These unrecognized tax benefits were all settled with tax authorities and as a result, there was no unrecognized tax
benefit as of December 31, 2008.  

In 2009 and 2010, our unrecognized tax benefits were related to research and development credits and were also related
to amortization of goodwill and intangible assets resulting from the acquisition of FunTown. For research and development
credits, these unrecognized tax benefits were settled with tax authorities though the 2008 tax filings. For amortization of
goodwill and intangible assets resulting from the acquisition of FunTown, the income tax authority has proposed
adjustments on the amortization for our 2006, 2007 and 2008 tax filings. We have filed appeals for these amortization
adjustments but haven’t received a response from the tax authority.  

In 2010, our unrecognized tax benefits increased by $535 thousand due to the acquisition of IAHGames. These
unrecognized tax benefits primarily relate to certain related party transactions.  

The amount of unrecognized tax benefits may increase or decrease in the future for various reasons such as current year
tax positions, expiration of statutes of limitations, litigation, legislative activity, or other changes in facts regarding
realizability. However, at this time, an estimate of the potential range of change cannot be reasonably made.  
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NOTE 26. RELATED-PARTY TRANSACTIONS  

In 2009 and 2010, a key manager of Waterland Financial Holdings (“Waterland”) was one of our directors. As of 
December 31, 2009 and 2010, we had short-term indebtedness in the amount of $1.5 million and $0, respectively, bearing 
interest of 3.288 percent and nil, respectively, owed to Waterland. The outstanding short-term indebtedness was utilized 
to support our current operations. The largest amounts of outstanding short-term indebtedness to Waterland during the 
years ended December 31, 2009 and 2010 were both $1.5 million.  

We acquired an equity investment in Monsoon in connection with our acquisition of IAHGames with effect from July 1,
2010. In 2010, prior to our acquisition, IAHGames loaned $5.0 million to Monsoon to support Monsoon’s current 
operations. IAHGames has continued to support Monsoon’s operations subsequent to July 1, 2010. The loan bears
interest at 7 percent per annum. The largest amount outstanding to Monsoon from July 1, 2010 through December 31,
2010 was $10.3 million. As of December 31, 2010, the balance of this loan receivable was $3.4 million, after being
reduced in connection with absorbing additional losses of Monsoon as discussed in more detail in Note 16, “Investments”. 
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NOTE 27. COMMITMENTS AND CONTINGENCIES  

Commitments  

(a) Operating Leases  

We rent certain properties which are used as office premises under lease agreements that expire at various dates through
2025. The following table sets forth our future aggregate minimum lease payments required under these operating leases,
as of December 31, 2010:  

Rental expense for operating leases amounted to $5.0 million, $5.1 million and $3.0 million for the years ended
December 31, 2008, 2009 and 2010, respectively (including rental expense amounts of $1.6 million, $0, and $0 reported
in discontinued operations in 2008, 2009 and 2010, respectively).  

(b) License Agreements  

We have contractual obligations under various license agreements to pay the licensors license fees and minimum
guarantees against future royalties. The following table summarizes the committed license fees and minimum guarantees
against future royalties set forth in our significant license agreements as of December 31, 2010.  
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(in US$ thousands)  
Year     
2011  $ 1,151
2012   559 
2013  124
2014   118 
2015  121
2016 and after   1,236 
   

 
 

Total  $ 3,309 
   

 

 

             
 Minimum   
      guarantees     
 against future  
(in US$ thousands) License fees royalties   Total
Minimum required payments:             
In 2011 $ 741 $ 9,633  $ 10,374
After 2011   6,200   5,500   11,700 
   

 
    

 
 

   $ 6,941  $ 15,133  $ 22,074 
   

 

    

 

 



                    

GIGAMEDIA LIMITED 
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS —  

(Continued) 
YEARS ENDED DECEMBER 31, 2008, 2009 AND 2010  

The initial minimum guarantees against future royalties and license fees are not required to be paid until the licensed
games are commercially released or until certain milestones are achieved, as stipulated in the individual license
agreements. The remaining minimum guarantees are generally required to be paid within three years subsequent to the
commercial release dates of the licensed games.  

Additionally, we also have contractually committed to support related marketing, promotion, and advertising activities for
certain games, and our commitments are contingent to occur based on the payment schedules set forth in the individual
license agreements. As of December 31, 2010, our total commitments to these marketing expenditures amounted to not
less than $11.9 million.  

Contingencies  

(a) World Series of Poker Litigation  

We have certain contractual obligations pursuant to the sale of a 60 percent ownership interest in our online gaming
software and service business to BetClic. Pursuant to the terms of the sale, we agreed to pay 40 percent of the attorney
fees incurred in connection with the World Series of Poker litigation (see Note 28, “Litigation” for additional information) if 
Everest Gaming does not pay the attorney fees. All the attorney fees incurred to date have been paid by Everest Gaming.
However, we may be liable for 40 percent of any and all future attorney fees relating to this litigation if for some reason
Everest Gaming does not continue to make these payments.  

(b) Other  

We are subject to legal proceedings and claims that arise in the normal course of business. We believe the ultimate
liabilities with respect to these actions will not have a material adverse effect on our financial condition, results of
operations or cash flows. (See Note 28, “Litigation”, for additional information).  
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NOTE 28. LITIGATION  

(a) Class Action  

In December 2001, a class action lawsuit was filed in the United States District Court for the Southern District of New York
(“District Court”) against our Company in connection with the initial public offering of our stock.  

The complaint alleged that we violated Section 11 and Section 15 of the Securities Exchange Act of 1933 and Section 10
(b) of the Securities Exchange Act of 1934 and Rule 10b-5 promulgated thereunder. In October 2002, plaintiffs voluntarily
dismissed the individual defendants without prejudice. On February 19, 2003, the court issued an opinion and order on
defendants’ motions to dismiss, which granted the motions in part and denied the motions in part. As to GigaMedia, the 
Rule 10b-5 claims were dismissed without prejudice, while the Section 11 claims survived the motion. Discovery in the
actions commenced.  

In June 2004, plaintiffs and issuer defendants, including our Company, presented the executed settlement agreement (the
“Issuers’ Settlement”) to the judge during a court conference. Subsequently, plaintiffs and issuer defendants made a 
motion for preliminary approval of the settlement agreement. The key terms of the Issuers’ Settlement included: 1) the 
insurers of the issuers would provide an undertaking to guarantee that the plaintiffs would recover a total of $1 billion; 2)
the insurers would pay up to $15 million for the notice costs arising from the settlement; 3) the issuers would assign their
interest in certain claims against the underwriters to a litigation trust, represented by plaintiffs’ counsel; and 4) the plaintiffs 
would release all of the settling issuer defendants. That is, if plaintiffs were successful in recovering more than $1 billion
from the underwriters, the issuer defendants would not be obligated to pay any additional amounts. If plaintiffs recovered
less than $1 billion from the underwriters, the insurers would pay the deficit between $1 billion and the amount received
from the underwriters.  
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On February 15, 2005, the judge issued an opinion and order granting preliminary approval to the settlement agreement
subject to a narrowing of the proposed bar order as to only contribution claims. On April 24, 2006, the court held a
fairness hearing on the proposed Issuers’ Settlement, which was subject to the court’s approval.  

On December 5, 2006, the United States Court of Appeals for the Second Circuit issued an opinion vacating the District
Court’s class certification in the six focus cases, which do not include the Company. Because the Second Circuit’s opinion 
was directed to class certification in the focus cases, the opinion’s effect on the proposed class to be certified by the 
District Court in connection with the Issuers’ Settlement was unclear.  

On December 15, 2006, the District Court held a conference with all counsel in the IPO securities class action lawsuit to
discuss the impact of the foregoing opinion. In the conference, the District Court agreed to stay all proceedings, including
discovery and consideration of the Issuers’ Settlement, pending further decisions from the Second Circuit.  

On January 5, 2007, plaintiffs filed a petition in the Second Circuit for rehearing and rehearing en banc regarding the
decision on class certification (the “Petition”). On April 6, 2007, the Second Circuit rendered its decision which denied the
Petition.  

In April, May, and June 2007, the District Court held several conferences to discuss the issues regarding class
certification, statute of limitations, the Issuers’ Settlement and discovery. In June 2007, a stipulation terminating the
Issuers’ Settlement was submitted to the District Court.  

In September 2007, discovery moved forward in the six focus cases, which do not include the Company. Plaintiffs filed
amended complaints against the focus case issuer and underwriter defendants and moved for class certification in those
actions. In November 2007, the underwriters and issuers filed motions to dismiss the amended complaints in the focus
cases. In December 2007, plaintiffs filed their opposition to defendants’ motions to dismiss. In January 2008, defendants 
filed their reply briefs in further support of the motions to dismiss.  

   

F-86  



                    

GIGAMEDIA LIMITED 
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS —  

(Continued) 
YEARS ENDED DECEMBER 31, 2008, 2009 AND 2010  

On or about March 26, 2008, the District Court granted in part and denied in part the motion to dismiss the focus cases.
The motion to dismiss was granted only as to claims brought under Section 11 of the Securities Act by plaintiffs who sold
their securities for a price in excess of the initial offering price and by those plaintiffs who purchased outside the previously
certified class period.  

On April 9, 2008, the underwriters filed a motion for reconsideration of the holding in the March 26, 2008 opinion that the
Section 11 claims against the focus case issuer was not time barred, on the basis that no Section 11 class in that case
was certified in 2004. The issuers joined in that motion on behalf of the focus case issuer by letter to the District Court on
April 10, 2008.  

In December 2007, the issuers filed their oppositions to class certification in the focus cases. In March 2008, plaintiffs filed
their reply brief in further support of class certification. The underwriters and issuers submitted sur-replies in further 
opposition to class certification on April 22, 2008, addressing issues related to the deposition of the plaintiffs’ expert.  

As set forth in Plaintiffs’ Motion For Preliminary Approval of the Settlement and accompanying documents, which were 
filed on April 2, 2009, after eight years of litigation all parties to the IPO Cases have agreed to settle the actions on a
global basis (the “IPO Settlement Agreement”). Pursuant to the IPO Settlement Agreement, the defendants have agreed
to pay $586 million in total to settle all 309 IPO Cases, including the GigaMedia action. The agreement to settle was
reached after a lengthy mediation followed by months of negotiation to reach agreement on the details. As to our
Company’s portion of the settlement payment, our insurance companies are paying the entire settlement amount.  
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In June 2009, the District Court granted the plaintiffs’ motion for preliminary approval of the IPO Settlement Agreement.
Subsequently, in October 2009, the judge granted final approval to the settlement. Certain objectors have filed notices of
appeal to the United States Circuit Court for the Second Circuit seeking to reverse or vacate the order granting final
approval to the IPO Settlement Agreement. However, no briefs have been filed yet with respect to these appeals.  

In January 2010, the IPO Settlement Agreement required that the IPO Securities Litigation Settlement Fund (the
“Settlement Fund”) be treated as a Qualified Settlement Fund within the meaning of Treasury Regulation 1.468B-1 and 
that each transferor of funds to the Settlement Fund provide a statement to the administrators of the Settlement Fund
pursuant to Treasury Regulation 1.468B-3(e) by January 31, 2010. Liaison counsel for the issuers has submitted a 
combined statement on behalf of all such issuers. Six notices of appeal and one petition to appeal the certified class have
been filed and all but two of the six have been withdrawn. In October 2010, for the two appeals that were not withdrawn,
plaintiffs-appellants filed their opening briefs. The opening briefs challenged the settlement on several grounds, including
certification of the classes, the fees, and the expenses awarded to the plaintiffs’ counsel. On December 30, 2010, the 
answering briefs were filed, and on May 17, 2011, the Second Circuit issued a ruling on the two remaining appeals,
granting the motion to dismiss one of the appeals, and remanding the other appeal back to the District Court to determine
procedural issues relating to standing.  

We had an insurance policy with American Insurance Group with $10 million of liability coverage when the class action
lawsuit was made. We believe that the insurance coverage is sufficient to cover the liability arising from the settlement
and claim.  
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(b) World Series of Poker Litigation  

On April 1, 2010, a complaint was filed on behalf of UIM against Harrah’s License Company, LLC (“Harrah’s”) in 
connection with the promotional agreement for the World Series of Poker dated February 24, 2008 (the “Agreement”) (the 
“Original Lawsuit”). UIM stated claims against Harrah’s for: 1) breach of the Agreement; 2) breach of the implied covenant
of good faith and fair dealing; 3) unjust enrichment; 4) declaratory relief; and 5) injunctive relief. The complaint seeks
compensatory damages, a declaration that Harrah’s materially breached the Agreement and the Agreement is therefore
terminated as of April 1, 2010, an injunction precluding Harrah’s from violating the Agreement pending the outcome of the
litigation, and attorney fees and costs.  

A letter of termination was also sent by UIM to Harrah’s on April 1, 2010 to terminate the Agreement for multiple material 
breaches by Harrah’s and to demand the refund of past payments.  

An application for a temporary restraining order (“TRO”) and motion for preliminary injunction was also filed. The request 
for the TRO was subsequently denied by the court. On April 28, 2010, UIM had a hearing on its motion asking the court to
force Harrah’s to remove a certain non-Everest Poker name and logo reference from the broadcasts into France, as UIM 
has exclusive promotional and advertising rights pursuant to the Agreement. The motion was denied on the grounds that
UIM failed to show that the broadcasts containing the other reference’s digital overlay were certain to continue into the 
future. The court did not rule on the merits of the underlying claims in any way. The judge has yet to issue a formal order.  

Harrah’s also filed a motion to dismiss the complaint. In addition, on April 27, 2010, Harrah’s Interactive Entertainment, 
Inc. (“Harrah’s Interactive”) filed a separate lawsuit (the “Second Lawsuit”) against UIM for 1) breach of the Agreement; 2) 
breach of the implied covenant of good faith and fair dealing; and, 3) unjust enrichment, and included GigaMedia as a
defendant for tortious interference with contractual relations. In May 2009, the Agreement was assigned by Harrah’s to 
Harrah’s Interactive.  
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On May 14, 2010, UIM lodged a First Amended Complaint, asserting a new claim for fraud in the inducement and
abandoning its claim for a preliminary injunction. Separately, UIM asserted compulsory counterclaims within the Second
Lawsuit on June 11, 2010 which mirrored those made in the Original Lawsuit. On June 29, 2010, the Court consolidated
the Original Lawsuit and the Second Lawsuit.  

On June 14, 2010, Everest Gaming Limited, a subsidiary of Everest Gaming, filed a complaint for trademark infringement
against Harrah’s (the “Everest Complaint”), which was consolidated with the Original Lawsuit and Second Lawsuit on 
June 29, 2010 as well.  

Harrah’s moved to dismiss all of UIM’s claims in the First Amended Complaint, UIM’s counterclaims, and the Everest 
Complaint. UIM opposed the Motion in writing and at the hearing held on the matter. The Court denied Harrah’s request in 
its entirety on September 15, 2010.  

On January 27, 2011, Harrah’s lodged a First Amended Complaint, naming Mangas Gaming S.A.S and Mangas Everest
S.A.S (“Mangas”) as new co-defendants and asserting new claims for: 1) tortious interference with contractual relations;
2) tortious interference with prospective economic advantage; 3) fraudulent transfer; and (4) unjust enrichment. Harrah’s 
demanded a jury trial on its tort claims, whereas the remainder of the trial is set for a bench trial based upon the Court’s 
July 7, 2010 ruling that the jury waiver within the Agreement was valid and enforceable.  

We believe UIM will be successful in pursuing and defending the lawsuits of Harrah’s. However, there is no assurance 
that UIM will be successful in its claims against Harrah’s, including its claim for compensatory damages and/or attorney 
fees and costs.  
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On May 3, 2011, GigaMedia made a Motion to the Court for partial summary judgment on Harrah’s claims against it for 
tortious interference of contract and tortious interference with prospective economic advantage. On March 31, 2010, 
GigaMedia (through its subsidiary Internet Media Licensing Limited) purchased all issued and outstanding shares of 
common stock of UIM. Since GigaMedia enjoys a legal privilege to interfere in the contracts and actions of its wholly 
owned subsidiary, and since UIM has been, since March 31, 2010 a wholly owned subsidiary of GigaMedia, any 
interference by GigaMedia would enjoy immunity. We believe that GigaMedia is therefore entitled to summary judgment.  

(c) Dispute with the former head of GigaMedia’s online games business in the PRC and former Chief Executive 
Officer of T2CN (“Wang Ji”)  

In early 2010, GigaMedia determined that changes in the leadership of its majority owned subsidiary T2CN were 
necessary to improve T2CN and GigaMedia’s online games business in the PRC. As a result of this restructuring of 
leadership, Wang Ji was to be moved from his role as the operating head of T2 Entertainment and T2 Technology to a 
high-level consulting position, or be given the board chairmanship role at T2CN. Originally, Wang Ji appeared to accept 
this change in position and did not object to the restructuring plans. T2CN started to implement the restructuring in early 
July 2010. However, at that time, Wang Ji refused to step down from his operating and executive roles at T2 Technology, 
J-Town Information (Shanghai) Co., Ltd. (“J-Town”) and T2 Entertainment. As a result, T2CN, as the sole shareholder of 
T2 Technology and J-Town, removed Wang Ji as a director of T2 Technology and J-Town on July 27, 2010. Wang Ji was 
also duly removed as a director of T2CN on July 29, 2010. On August 7, 2010, Wang Ji was removed as the legal 
representative, executive director and manager of T2 Entertainment with immediate effect by way of a shareholders’
resolution passed at a shareholders’ meeting of T2 Entertainment. On August 10, 2010, the newly appointed legal 
representatives of T2 Technology, J-Town and T2 Entertainment, together with their PRC legal advisers, went to the office 
premises to request that Wang Ji return all properties of T2 Technology, J-Town and T2 Entertainment in his possession, 
custody or control. At that time, the newly appointed legal representatives were forcibly removed from the office premises. 
Also, Wang Ji’s employment contract with T2 Technology was terminated on August 12, 2010.  
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GigaMedia believes that Wang Ji currently has in his possession, among other things, the company seals, financial chops
and business registration certificates of T2 Technology, J-Town and all of GigaMedia’s three VIEs T2 Entertainment, T2 
Advertisement, and Jinyou (collectively “T2CN Operating Entities”). We also believe that Wang Ji has in his possession all 
documents, records and data and tangible property, including license agreements, trademark and domain name
documentation, held in the offices of T2CN Operating Entities. The company seals, financial chops and business
registration certificates of T2CN Operating Entities are necessary for the respective entities to, among other things,
declare dividends and approve service fee payments to GigaMedia. These documents are necessary for GigaMedia to
run its online games business in the PRC. Under PRC law, the company seals, financial chops and business registration
certificates are essential for entering into contracts, conducting banking business, or taking official corporate action of any
sort including registering any change to the composition of the board or management with the relevant PRC authorities.  

Consequently, GigaMedia has not been able to register the resolutions removing Wang Ji from his position as a director of
T2 Technology and J-Town and as the legal representative, executive director and manager of T2 Entertainment. As a
result, Wang Ji has effectively usurped control over T2 Technology, J-Town and T2 Entertainment’s operations and 
accounts.  

Each of T2 Technology, J-Town and T2 Entertainment as represented by the newly appointed legal representative have
filed lawsuits against Wang Ji in the courts of the PRC from August 2010 through October 2010, seeking to recover,
among other things, the tangible property of T2 Technology, J-Town and T2 Entertainment, including the company seals, 
financial chops and business certificates. Wang Ji’s appeals on the jurisdiction of the court in respect of the lawsuits filed 
by T2 Technology and J-Town were dismissed. Wang Ji has subsequently filed a motion seeking to stay the proceeding
on the ground that he has filed a claim against GigaMedia and T2CN in the United States. In response to such motion, we
submitted a written objection to the court in May 2011. The court is now considering Wang Ji’s motion to stay and our 
objection but has not made any decision yet.  
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Wang Ji also filed a lawsuit against T2 Entertainment in August 2010 to challenge the validity of the shareholders’
resolution approving a transfer of the shares of T2 Entertainment held by Wang Ji. The lawsuit filed by T2 Entertainment
represented by the newly appointed legal representative against Wang Ji is currently stayed pending resolution of the said
lawsuit instituted by Wang Ji.  

T2 Technology and T2 Entertainment represented by the newly appointed legal representative also filed a lawsuit against
Wang Ji in Singapore in August 2010 for breach of fiduciary duty seeking to, among other things, recover the properties of
T2 Technology and T2 Entertainment including the company seals, financial chops and business certificates, and
monetary damages. T2 Technology and T2 Entertainment obtained a Mareva Injunction against Wang Ji freezing his
assets in Singapore up to the amount of SGD$2 million (approximately $1.6 million). Wang Ji has filed his defense. Due to
Wang Ji’s failure to comply with the timeline ordered by the court in producing evidence and supporting documentation
referred to in his defense, T2 Technology and T2 Entertainment obtained a default judgment against Wang Ji in
April 2011. Wang Ji has applied to set aside the default judgment, and the court procedures are proceeding accordingly.  

Lawsuits against Wang Ji have also been filed by T2 Technology and T2 Entertainment in Hong Kong and the British
Virgin Islands by T2CN respectively. The lawsuits assert a number of claims, including, breach of fiduciary duty and
conversion, seeking to recover, among other things, the properties of T2 Technology and T2 Entertainment and monetary
damages.  
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In November 2010, GigaMedia filed a lawsuit in the United States District Court for the Central District of California (the
“California Action”) asserting a number of claims against the other shareholder of T2 Entertainment and GigaMedia’s 
former head of operations in the PRC, including, among others, tortious interference with contract, tortious interference
with prospective economic advantage, fraud, aiding and abetting conversion and breach of oral contract. In these matters,
GigaMedia is seeking to recover, among other things, monetary damages. Subsequently, Wang Ji filed a motion to
intervene in the California Action in April 2011. In May 2011, Wang Ji filed an ex parte application to shorten the time with 
respect to the August 22, 2011 hearing date for his motion to intervene. We are currently preparing a response to oppose
Wang Ji’s ex parte application. Hearing on the intervenors’ motion will be held in August 2011. Wang Ji also filed a 
complaint against GigaMedia and T2CN in the United States District Court for the Central District of California in
April 2011. Wang Ji’s complaint was subsequently stricken by the court for failure to follow court rules.  

While management continues to believe that its general legal position is sound, as a result of the increasing complexity of
various ongoing litigations, it is now impractical for GigaMedia to estimate with any degree of certainty the timeline for the
eventual resolution of the dispute or the likelihood of a successful outcome.  

NOTE 29. SEGMENT INFORMATION  

Segment data  

Subsequent to the sale of our Internet access and service business in 2008, we realigned our reportable business
segments. All income (loss) related to our Internet access and service business has been excluded from the reconciliation
of our segment totals to the GigaMedia consolidated totals.  
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We have identified two reportable segments: an online gaming software and service business segment and an Asian
online game and service business segment. The online gaming software and service business segment mainly derives its
revenues from developing and licensing online games of chance and skill. Subsequent to the sale transaction with
BetClic, we have accounted for our 40 percent percentage ownership interest in our gaming software and service
business under the equity method accounting, and record gains or losses from our equity method investment in one line
on our Consolidated Statement of Operations. The Asian online game and service business segment mainly derives its
revenues from recognizing the usage of game playing time or in-game items by the end-users.  

Our management relies on an internal management reporting process that provides revenue and segment information for
making financial decisions and allocating resources. The results are based on our method of internal reporting and are not
necessarily in conformity with GAAP. Management measures the performance of each segment based on several
metrics, including revenues and income or loss from operations.  

Financial information for each reportable segment was as follows as of and for the years ended December 31, 2008,
2009, and 2010:  

The reconciliation of the segment information to GigaMedia’s consolidated information was not included in the above 
table, as it is provided below in detail.  
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 Gaming Asian online  
  software and  game and     
(in US$ thousands) service service   Total
2008:             
Segment profit or loss:             

Net revenue from external customers $ 144,765 $ 45,604  $ 190,369
   

 

  

 

  

 

 

Income from operations $ 36,360 $ 7,998  $ 44,358
   

 

  

 

  

 

 

Share-based compensation $ 1,249 $ 547  $ 1,796
   

 

  

 

  

 

 

Impairment loss on prepaid licensing fees and intangible assets  $ —  $ 1,524  $ 1,524 
   

 

  

 

  

 

 

Interest income  $ 680  $ 367  $ 1,047 
   

 

  

 

  

 

 

Interest expense  $ 7  $ —  $ 7 
   

 

  

 

  

 

 

Gains on sales of marketable securities $ — $ 4  $ 4
   

 

  

 

  

 

 

Foreign exchange gain (loss) $ 269 $ (124)  $ 145
   

 

  

 

  

 

 

Loss on equity method investments $ — $ 3,010  $ 3,010
   

 

  

 

  

 

 

Depreciation  $ 2,064  $ 1,080  $ 3,144 
   

 

  

 

  

 

 

Amortization, including intangible assets  $ 1,704  $ 2,549  $ 4,253 
   

 

  

 

  

 

 

Income tax expense  $ 743  $ 326  $ 1,069 
   

 

  

 

  

 

 

      
Segment assets:             

Equity method investments $ — $ 75  $ 75
   

 

  

 

  

 

 

Additions to property, plant and equipment $ 6,095 $ 1,585  $ 7,680
   

 

  

 

  

 

 

Additions to intangible assets $ 3,953 $ 3,383  $ 7,336
   

 

  

 

  

 

 

Additions to goodwill  $ —  $ 2,249  $ 2,249 
   

 

  

 

  

 

 

Total assets  $ 132,631  $ 130,327  $ 262,958 
   

 

  

 

  

 

 



                    

GIGAMEDIA LIMITED 
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS —  

(Continued) 
YEARS ENDED DECEMBER 31, 2008, 2009 AND 2010  

The assets of our gaming software and service business segment are presented as assets held for sale and retained
ownership of gaming software and service business as of December 31, 2009 in our Consolidated Balance Sheets.  
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 Gaming Asian online  
  software and  game and     
(in US$ thousands)  service   service   Total  
2009:     
Segment profit or loss:             

Net revenue from external customers $ 112,694 $ 46,887  $ 159,581
   

 

  

 

  

 

 

Income (loss) from operations $ 7,472 $ (34,649)  $ (27,177)
   

 

  

 

  

 

 

Share-based compensation $ 501 $ 931  $ 1,432
   

 

  

 

  

 

 

Impairment loss on prepaid licensing fees and intangible assets  $ 212  $ 22,787  $ 22,999 
   

 

  

 

  

 

 

Impairment loss on property, plant and equipment  $ —  $ 777  $ 777 
   

 

  

 

  

 

 

Impairment loss on goodwill  $ —  $ 14,103  $ 14,103 
   

 

  

 

  

 

 

Interest income $ 242 $ 129  $ 371
   

 

  

 

  

 

 

Interest expense $ — $ —  $ —
   

 

  

 

  

 

 

Foreign exchange gain (loss) $ 521 $ (114)  $ 407
   

 

  

 

  

 

 

Loss on equity method investments  $ —  $ 87  $ 87 
   

 

  

 

  

 

 

Impairment loss on marketable securities and investments  $ —  $ 13,719  $ 13,719 
   

 

  

 

  

 

 

Depreciation  $ 2,279  $ 1,500  $ 3,779 
   

 

  

 

  

 

 

Amortization, including intangible assets $ 2,027 $ 3,120  $ 5,147
   

 

  

 

  

 

 

Income tax expense (benefit) $ 871 $ (101)  $ 770
   

 

  

 

  

 

 

      
Segment assets:             

Equity method investments  $ —  $ 222  $ 222 
   

 

  

 

  

 

 

Additions to property, plant and equipment  $ 2,731  $ 2,929  $ 5,660 
   

 

  

 

  

 

 

Additions to intangible assets  $ 5,793  $ 2,307  $ 8,100 
   

 

  

 

  

 

 

Additions to goodwill  $ —  $ —  $ — 
   

 

  

 

  

 

 

Total assets $ 145,776 $ 111,354  $ 257,130
   

 

  

 

  

 

 



                    

GIGAMEDIA LIMITED 
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS —  

(Continued) 
YEARS ENDED DECEMBER 31, 2008, 2009 AND 2010  

The reconciliation of the segment information to GigaMedia’s consolidated information was not included in the above 
table, as it is provided below in detail.  

The reconciliation of the segment information to GigaMedia’s consolidated information was not included in the above 
table, as it is provided below in detail.  
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  Gaming   Asian online    
  software and  game and     
(in US$ thousands) service service   Total
2010:             
Segment profit or loss:     
Net revenue from external customers  $ 25,820  $ 38,862  $ 64,682 
   

 

  

 

  

 

 

Income (loss) from operations  $ 78  $ (31,554)  $ (31,476)
   

 

  

 

  

 

 

Share-based compensation $ 80 $ 342  $ 422
   

 

  

 

  

 

 

Impairment loss on prepaid licensing fees and intangible assets $ — $ 2,200  $ 2,200
   

 

  

 

  

 

 

Impairment loss on property, plant and equipment  $ —  $ 278  $ 278 
   

 

  

 

  

 

 

Impairment loss on goodwill  $ —  $ 2,255  $ 2,255 
   

 

  

 

  

 

 

Impairment loss on deconsolidation of T2CN  $ —  $ 22,234  $ 22,234 
   

 

  

 

  

 

 

Interest income  $ 83  $ 438  $ 521 
   

 

  

 

  

 

 

Interest expense $ 1 $ 59  $ 60
   

 

  

 

  

 

 

Foreign exchange gain (loss) $ (29) $ 91  $ 62
   

 

  

 

  

 

 

Loss on equity method investments — net $ 9,768 $ 11,002  $ 20,770
   

 

  

 

  

 

 

Impairment loss on marketable securities and investments  $ —  $ 4,677  $ 4,677 
   

 

  

 

  

 

 

Depreciation  $ —  $ 1,556  $ 1,556 
   

 

  

 

  

 

 

Amortization, including intangible assets  $ —  $ 2,696  $ 2,696 
   

 

  

 

  

 

 

Income tax expense $ 6,445 $ 1,118  $ 7,563
   

 

  

 

  

 

 

      
Segment assets:             

Equity method investments $ 44,472 $ 20,923  $ 65,395
   

 

  

 

  

 

 

Additions to property, plant and equipment  $ 1,209  $ 1,534  $ 2,743 
   

 

  

 

  

 

 

Additions to intangible assets  $ 1,198  $ 1,114  $ 2,312 
   

 

  

 

  

 

 

Additions to goodwill  $ —  $ 12,188  $ 12,188 
   

 

  

 

  

 

 

Total assets  $ 168,671  $ 76,679  $ 245,350 
   

 

  

 

  

 

 



                    

The reconciliation of the segment information to GigaMedia’s consolidated information was not included in the above 
table, as it is provided below in detail.  
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 Gaming Asian online  
  software and  game and     
(in US$ thousands)  service   service   Total  
Depreciation $ — $ 1,556  $ 1,556
   

 

  

 

  

 

 

Amortization, including intangible assets $ — $ 2,696  $ 2,696
   

 

  

 

  

 

 

Income tax expense  $ 6,445  $ 1,118  $ 7,563 
   

 

  

 

  

 

 

              
Segment assets:     

Equity method investments  $ 44,472  $ 20,923  $ 65,395 
   

 

  

 

  

 

 

Additions to property, plant and equipment  $ 1,209  $ 1,534  $ 2,743 
   

 

  

 

  

 

 

Additions to intangible assets $ 1,198 $ 1,114  $ 2,312
   

 

  

 

  

 

 

Additions to goodwill $ — $ 12,188  $ 12,188
   

 

  

 

  

 

 

Total assets $ 168,671 $ 76,679  $ 245,350
   

 

  

 

  

 

 



                    

GIGAMEDIA LIMITED 
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS —  

(Continued) 
YEARS ENDED DECEMBER 31, 2008, 2009 AND 2010  

The reconciliations of segment information to GigaMedia’s consolidated totals are as follows:  
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(in US$ thousands)  2008   2009   2010  
Income (loss) from operations:     
Total segments  $ 44,358  $ (27,177)  $ (31,476)
Adjustment* (6,255)  (12,884)  (16,220)
   

 
  

 
  

 
 

Total GigaMedia consolidated $ 38,103 $ (40,061)  $ (47,696)
   

 

  

 

  

 

 

      
Share-based compensation             
Total segments $ 1,796 $ 1,432  $ 422
Adjustment*   909   1,845   2,592 
   

 
  

 
  

 
 

Total GigaMedia consolidated  $ 2,705  $ 3,277  $ 3,014 
   

 

  

 

  

 

 

              
Impairment loss on prepaid licensing fees and intangible assets:             
Total segments $ 1,524 $ 22,999  $ 2,200
Adjustment*   —   3   — 
           

Total GigaMedia consolidated  $ 1,524  $ 23,002  $ 2,200 
   

 

  

 

  

 

 

              
Impairment loss on property, plant and equipment:     
Total segments  $ —  $ 777  $ 278 
Adjustment* —  473  —
           

Total GigaMedia consolidated $ — $ 1,250  $ 278
   

 

  

 

  

 

 

      
Interest income:             
Total segments  $ 1,047  $ 371  $ 521 
Adjustment* 413  61  435
   

 
  

 
  

 
 

Total GigaMedia consolidated  $ 1,460  $ 432  $ 956 
   

 

  

 

  

 

 

      
Interest expense:             
Total segments $ 7 $ —  $ 60
Adjustment*   969   390   310 
   

 
  

 
  

 
 

Total GigaMedia consolidated  $ 976  $ 390  $ 370 
   

 

  

 

  

 

 

              
Gain (loss) on sales of marketable securities:     
Total segments  $ 4  $ —  $ — 
Adjustments*   369   —   — 
           

Total GigaMedia consolidated $ 373 $ —  $ —
   

 

  

 

  

 

 

              
Foreign exchange gain (loss):     
Total segments  $ 145  $ 407  $ 62 
Adjustments* 95  (239)  (668)
   

 
  

 
  

 
 

Total GigaMedia consolidated $ 240 $ 168  $ (606)
   

 

  

 

  

 

 



                    

GIGAMEDIA LIMITED 
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS —  

(Continued) 
YEARS ENDED DECEMBER 31, 2008, 2009 AND 2010  
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(in US$ thousands) 2008 2009   2010
Impairment loss on marketable securities and investments:             
Total segments  $ —  $ 13,719  $ 4,677 
Adjustment* —  2,024  —
   

 
  

 
  

 
 

Total GigaMedia consolidated  $ —  $ 15,743  $ 4,677 
   

 

  

 

  

 

 

      
Depreciation:             
Total segments $ 3,144 $ 3,779  $ 1,556
Adjustments*   177   579   536 
   

 
  

 
  

 
 

Total GigaMedia consolidated  $ 3,321  $ 4,358  $ 2,092 
   

 

  

 

  

 

 

              
Amortization:     
Total segments  $ 4,253  $ 5,147  $ 2,696 
Adjustments* 34  72  83
           

Total GigaMedia consolidated $ 4,287 $ 5,219  $ 2,779
   

 

  

 

  

 

 

              
Income tax expense:     
Total segments  $ 1,069  $ 770  $ 7,563 
Adjustments* —  (253)  (303)
   

 
  

 
  

 
 

Total GigaMedia consolidated $ 1,069 $ 517  $ 7,260
   

 

  

 

  

 

 

      
Additions to property, plant and equipment:             
Total segments $ 7,680 $ 5,660  $ 2,743
Adjustments**   1,134   101   1,041 
   

 
  

 
  

 
 

Total GigaMedia consolidated  $ 8,814  $ 5,761  $ 3,784 
   

 

  

 

  

 

 

              
Additions to intangible assets:             
Total segments $ 7,336 $ 8,100  $ 2,312
Adjustments**   309   707   5 
           

Total GigaMedia consolidated  $ 7,645  $ 8,807  $ 2,317 
   

 

  

 

  

 

 

              
Total assets:     
Total segments  $ 262,958  $ 257,130  $ 245,350 
Adjustment** 53,835  3,051  22,239
           

Total GigaMedia consolidated $ 316,793 $ 260,181  $ 267,589
   

 

  

 

  

 

 

   

*  Adjustment items include corporate and certain back-office costs and expenses not attributable to any specific 
segment. 

 

**  Adjustment items include total corporate assets, the Internet access and service business segment and eliminations.



                    

GIGAMEDIA LIMITED 
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS —  

(Continued) 
YEARS ENDED DECEMBER 31, 2008, 2009 AND 2010  

Major Customers  

No single customer represented 10 percent or more of GigaMedia’s total net revenues in any period presented.  

Geographic Information  

Revenues by geographic area are attributed by country of the server location. Revenue from unaffiliated customers by
geographic region is as follows:  

Net long-lived assets by geographic region are as follows:  
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(in US$ thousands)          
Geographic region / country 2008 2009   2010
Canada  $ 144,765  $ 112,694  $ 25,820 
Taiwan 20,932  24,869  19,449
PRC   19,652   18,318   9,885 
Hong Kong 4,964  3,700  4,026
Singapore   —   —   3,702 
Malaysia —  —  1,603
Others   56   —   197 
   

 
  

 
  

 
 

Total  $ 190,369  $ 159,581  $ 64,682 
   

 

  

 

  

 

 

     
(in US$ thousands)  December 31,  
Geographic region / country  2008   2009   2010  
Taiwan $ 4,118 $ 3,642  $ 3,130
Canada   2,264   —   — 
PRC 1,734  1,920  921
United States   4,642   —   — 
Hong Kong 710  427  213
Singapore   —   —   902 
Malaysia —  —  20
Other   —   —   115 
   

 
  

 
  

 
 

Total  $ 13,468  $ 5,989  $ 5,301 
   

 

  

 

  

 

 



                    

GIGAMEDIA LIMITED 
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS —  

(Continued) 
YEARS ENDED DECEMBER 31, 2008, 2009 AND 2010  

Long-lived assets of our gaming software and service business are presented as assets held for sale and retained
ownership of gaming software and service business as of December 31, 2009 in our Consolidated Balance Sheets.  

NOTE 30. SUBSEQUENT EVENTS  

On May 20, 2011, our board of directors approved an $11 million share repurchase program of GigaMedia’s common 
stock. Under the terms of the share repurchase program, GigaMedia may repurchase up to $11 million worth of its issued
and outstanding shares beginning on June 1, 2011. The repurchases will be made from time to time on the open market
at prevailing market prices pursuant to a Rule 10b5-1 plan. The repurchases will be subject to restrictions relating to
volume, pricing and timing. The timing and extent of any repurchases will depend upon market conditions, the trading
price of GigaMedia’s shares and other factors. We expect to implement this share repurchase program in a manner 
consistent with market conditions, in the interests of our shareholders, and in compliance with GigaMedia’s securities 
trading policy and relevant Singapore and U.S. laws and regulations. GigaMedia’s board of directors will review the share 
repurchase program periodically, and may authorize adjustments to its terms and size. We plan to fund the repurchases
made under this program from GigaMedia’s available cash balance. In addition, we plan to cancel all repurchased shares. 
Through June 29, 2011, repurchases under this program amounted to approximately 1.3 million shares at a cost of
approximately $1.7 million.  
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THIS INSTRUMENT is entered into by way of deed poll on ______________, 2010  

BY  

INFOCOMM ASIA HOLDINGS PTE. LTD., a private limited liability company incorporated under the laws of Singapore 
(registered number 200414722H), whose registered office is at 28 Maxwell Road Red Dot Traffic #04-01 Singapore 069120 (the 
“Company”);  

MANAGEMENT CAPITAL INTERNATIONAL LTD, a limited liability company incorporated under the laws of the British 
Virgin Islands (registered number UF39947Z), whose registered office is at Portcullis Trustnet Chambers, P.O. Box 3444, Road
Town, Tortola, British Virgin Islands (“MCIL”);  

CHINA INTERACTIVE LIMITED, a limited liability company incorporated under the laws of the Marshall Islands (registered 
number UF36488Z), whose registered office is at Trust Company Complex, Ajeltake Road, Ajeltake Island, Majuro, Marshall Islands
MH 96960 (“CIL”); and  

MR. ONG TOON WAH, a citizen and resident of Singapore with identity card number S1713456F (the “Founder”).  

INTRODUCTION:  

THIS INSTRUMENT WITNESSES as follows:  

“Affiliate” means, in relation to a first person, a second person who Controls, is Controlled by or under common Control with,
the first person;  

“Amended Shareholders’ Agreement” means the amended and restated version of the Shareholders’ Agreement to be executed 
after the date of this Instrument by all the then existing shareholders of the Company, including Raffles, substantially in the form
of Schedule 7 of the Management Agreement;  

“Anti-Bribery and Conflict of Interest Laws” means the US Foreign Corrupt Practices Act, 15 U.S.C. §78-dd-1, et seq., as 
amended (“FCPA”) and any applicable anti-bribery law, anti-corruption law, conflict of interest law, or any other applicable
law, rule or regulation of similar purpose and scope;  
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(A)  The Company has, by a resolution of its board of directors and its shareholders, agreed to create and issue the Warrants to
subscribe for Ordinary Shares in the capital of the Company on the terms set out in this Instrument. 

(B)  The Warrants shall be issued by the Company for an aggregate consideration of US$1.00, receipt of which by the Company is
hereby acknowledged. 

1.  INTERPRETATION 
 
1.1  In this Instrument: “Act” means the Companies Act, Chapter 50 of Singapore;



                    

“Applicable Laws” means, as to any person, any law, statute, rule, regulation, notice, order, policy, or determination of an
arbitrator or a court or other Government Authority or stock exchange, in each case applicable or binding upon such person or
any of its properties or to which such person or any of its properties is subject or pertaining to any or all of the transactions
contemplated or referred to herein;  

“Approved Audit Firm” means any one of Deloitte, Ernst & Young, KPMG and PricewaterhouseCoopers as may be nominated 
by the Warrant Holders by Written Consent and agreed to by the Company (such consent not to be unreasonably withheld);  

“Articles” means the articles of association of the Company on the date of this Instrument, as amended from time to time;  

“Asset Sale” means that the Company shall, in any transaction or series of related transactions, sell or otherwise dispose of 
(including by lease, licence or otherwise) all or a material portion of its assets, property or business;  

“Blizzard” means Blizzard Entertainment International, a division of Coöperatie Activision Blizzard International U.A., a co-
operative association at the time of this Instrument;  

“Blizzard Director” has the meaning given to it in clause 12.5;  

“Blizzard Observer” has the meaning given to it in clause 12.4;  

“Blizzard Services Agreement” means the service agreement to be entered into between Blizzard Entertainment Singapore Pte
Ltd and Monsoon on or about the date of this Instrument, pursuant to which such affiliate of Blizzard will provide certain back-
end services to the Company;  

“Board” means the board of directors of the Company for the time being or a quorum of directors present at a meeting of the
directors of the Company;  

“Business” means the business carried on by the Company, being the operation and distribution of online games by way of
securing distribution rights for online internet games or mobile games, for distribution in the South Asia region and to make
strategic investments in operating hubs;  

“Business Day” means a day (other than a Saturday or Sunday or public holiday) when banks are open for general business in
the United States of America and Singapore;  

“Cash Settlement” has the meaning given to it in clause 4.3.1;  

“Cash Settlement Account” has the meaning given to it in clause 4.3.2;  

“Cash Settlement Amount” has the meaning given to it in clause 4.3.3;  

“Cash Settlement Event” has the meaning given to it in clause 4.3.1;  
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“Change of Control” means the event or circumstance (including a transaction or series of transactions) where either: (i) the
Controlling Shareholders do not, or cease to, collectively legally and beneficially own (directly or indirectly) at least eleven per
cent (11%) of the Fully Diluted Share Capital free from Encumbrance; (ii) the Founder does not, or ceases to, beneficially own
(directly or indirectly) at least six point five per cent (6.5%) of the Fully Diluted Share Capital free from Encumbrance; or
(iii) any person or persons other than the Controlling Shareholders, individually or collectively, legally or beneficially, and
directly or indirectly own fifty per cent (50%) or more of the Fully Diluted Share Capital, or Control a majority of the Board. For
the purposes of this definition only, the term “Fully Diluted Share Capital” shall be construed as if the language contained in the 
parenthetical set out in part (a) of the definition of “Fully Diluted Share Capital” were deleted from such definition;  

“Competing Business” means any business competing with the Monsoon Business, including without limitation licensing or
operating (a) any real time strategy game software and/or (b) any online system that facilitates the match-making of game 
players, in each case without the prior written approval of Blizzard (except for FIFA Online 2 and Counter Strike Online which
the Company is licensing and/or operating at the date of this Instrument);  

“Confidential Information” has the meaning given to it in clause 15.1;  

“Control” means:  

and to “Control” or to be “Controlled” shall be construed accordingly;  

“Controlling Shareholders” means the Founder, MCIL and CIL;  

“Converted Basis” shall have the meaning given to such term in the Shareholders’ Agreement or Amended Shareholders’
Agreement, as applicable;  

“Current Market Price” means in respect of any exercise of any of the Warrants (in whole or in part), (i) in connection with a
Listing, the offer price of Shares on a per Share basis offered to the public in such Listing as finally determined by the
underwriters in respect of such Listing; or (ii) in connection with a Change of Control or an Asset Sale, the Exit Price in respect
of such exercise;  
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 (a)  the power (whether directly or indirectly and whether by the ownership of share capital, the possession of voting power,
contract or otherwise) to appoint and/or remove all or such of the members of the board or other governing body of a
person as are able to cast a majority of the votes capable of being cast by the members of that board or body on all, or
substantially all, matters, or otherwise to control or have the power to control the policies and affairs of that person; and/or

 (b)  the holding and/or possession of the beneficial interest in and/or the ability to exercise the voting rights applicable to shares
or other securities in any person (whether directly or by means of holding such interests in one or more other persons)
which confer in aggregate on the holders thereof more than fifty per cent (50%) of the total voting rights exercisable at
general meetings of that person, 



                    

“Cut-off Date” means the earlier of (i) the Listing Date; and (ii) the end of the License Term;  

“Deed of Undertaking” means the deeds of undertaking executed by all the shareholders holding any Preference Shares of the 
Company on or after the date of this Instrument, substantially in the form of Schedule 6 of the Management Agreement;  

“Director” means a director of the Company;  

“Dispute” has the meaning given to it in clause 21.2;  

“Distribution” means any dividend, distribution (whether of assets, capital, profits or reserves), payment or return of an income 
or capital nature;  

“Encumbrance” means a mortgage, charge, pledge, debenture, lien, assignment of receivables, title retention, right to acquire,
security interest, option, right of first refusal and any other encumbrance or condition whatsoever;  

“Entitlement” means, in relation to a Warrant Holder or Warrants held by a Warrant Holder, the total number of Warrant Shares 
for which such Warrant Holder is entitled to subscribe pursuant to the outstanding Warrants held by such Warrant Holder,
expressed as a percentage of the Fully Diluted Share Capital, and as the same may be adjusted in accordance with the provisions
of this Instrument, including clause 6;  

“Exercise Date” has the meaning given to it in clause 4.2.3;  

“Exercise Notice” means a notice in the form, or substantially in the form, set out in the First Schedule to the Warrant 
Certificate;  

“Exercised Entitlement” has the meaning given to it in clause 4.2.3;  

“Exercising Warrant Holder” means a Warrant Holder who exercises its Subscription Rights (in whole or in part) in
accordance with clause 4.2;  

“Exit Event” means any of a Listing, a Change of Control or an Asset Sale;  

“Exit Date” means the date on which an Exit Event occurs;  

“Exit Notice” has the meaning given to it in clause 4.2.1;  

“Exit Price” means the price for a Share to be determined in accordance with clause 4.4;  

“Extended Cut-off Date” means the 90th day after the Listing Date; 
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“Fair Market Value” means, in relation to Shares (or rights to subscribe for or rights convertible into Shares) of the Company,
the amount per Share which the Approved Audit Firm states in writing to be in its opinion the market value, on the basis of a sale
as between a willing seller and a willing buyer at arms’ length (as relevant) and, in determining such market value, the Approved 
Audit Firm shall be instructed in particular (where relevant):  

“FCPA Notice” has the meaning given to it in clause 4.2.2;  

“FCPA Review” has the meaning given to it in clause 4.2.2;  

“Fully Diluted Share Capital” means, as at the relevant time, the aggregate of:  

“Gigamedia” means GigaMedia Asia Pacific Limited, a company incorporated in the British Virgin Islands and having its
registered office at Overseas Management Company Trust (B.V.I.) Ltd., OMC Chambers, P.O. Box 3152, Road Town, Tortola,
British Virgin Islands;  

“Gigamedia Deed of Guarantee, Undertaking and Indemnity” means the deed of guarantee and indemnity to be executed by
and among Gigamedia, CIL, MCIL and Blizzard on or about the date of this Instrument;  

“Government Agency” means (a) a Government Authority; (b) an instrumentality, board, commission, court, or agency,
whether civilian or military, of any of the above, however constituted; (c) a government-owned/government-controlled 
association, organization, business or enterprise; or (d) a political party;  

“Government Authority” means any national, provincial, municipal, city or local government or other political subdivision
thereof, any entity exercising executive, legislative, judicial, regulatory or administrative functions of or pertaining to
government, and any corporation or other entity owned or controlled, through share or capital ownership or otherwise, by any of
the foregoing;  
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 (a)  to have regard to the rights attached (or which would attach) to such Shares (or rights to subscribe for or rights convertible
into Shares) in respect of income and capital but disregard any restrictions as to transfer; 

 (b)  to disregard whether such Shares (or rights to subscribe for or rights convertible into Shares) represent (or would represent)
a minority interest; and 

 (c)  if the Company is then carrying on business as a going concern, to assume that it will continue to do so; 

 (a)  all Shares in issue, and with respect to Preference Shares, the number of such Shares in issue shall be calculated on an as
Converted Basis, (but excluding all Shares which would be issued to the public in the Listing or pursuant to a Change of
Control to persons other than Blizzard or the Controlling Shareholders);

 (b)  all Shares which would be issued if all the outstanding Warrants for the time being had been exercised to their maximum
extent; and 

 (c)  all Shares which would be issued if all the Outstanding Options exercisable at the relevant time had been exercised in full;



                    

“Government Official” means (i) an employee, officer or representative of, or any person otherwise acting in an official
capacity for or on behalf of a Government Agency; (ii) a legislative, administrative, or judicial official, regardless of whether
elected or appointed; (iii) an officer of, or individual who holds a position in, a political party; (iv) a candidate for political
office; (v) an individual who holds any other official, ceremonial, or other appointed or inherited position with a government or
any of its agencies; or (vi) an officer or employee of a supra-national organization (e.g., World Bank, United Nations, 
International Monetary Fund, OECD);  

“Group” means the Company and its Subsidiaries from time to time;  

“IIPL” means Infocomm Investments Pte. Ltd. a private limited liability company incorporated under the laws of Singapore
(registered number 199608120R), whose registered office is at 6 Temasek Boulevard, #29-00 Suntec City Tower 4, Singapore
038986;  

“Legacy License and Distribution Agreement” means the license and distribution agreement dated on January 12, 2010 among
Blizzard, the Company and Monsoon, under which Blizzard licenses Monsoon to market and distribute certain game products
titled, inter alia, “World of Warcraft”, “Warcraft 3”, “Diablo 2” and “Starcraft”, as supplemented, varied, amended or replaced 
from time to time;  

“License and Distribution Agreements” means the SCII License and Distribution Agreement and the Legacy License and
Distribution Agreement;  

“License Term” means the period from the date hereof until the date on which both of the License and Distribution Agreements 
have been terminated or have expired, provided that if Blizzard or any of its Affiliates enters into any other licence agreements
with Monsoon or the Company or any of their Affiliates, then the License Term shall be deemed to be extended to the extent of
any such extension or new license agreement term;  

“Listing” means the closing of the sale of Shares to the public in a firmly underwritten initial public offering of shares of the
Company on any Stock Exchange, including but not limited to Singapore Exchange (SGX), Hong Kong Stock Exchange, New
York Stock Exchange, NASDAQ or the London Stock Exchange (and any reference in this Instrument to the “occurrence of a 
Listing” or other terms having a similar effect shall mean the commencement of trading of the Shares of the Company on the 
relevant Stock Exchange pursuant to a Listing);  

“Listing Date” means the date on which Shares of the Company commence trading on the relevant Stock Exchange pursuant to
a Listing;  

“Management Agreement” means the management agreement dated on or around the date of this Instrument among Blizzard, 
the Company and Monsoon, under which the parties agree on certain management matters in respect of Monsoon, as
supplemented, varied, amended or replaced from time to time;  

“Monsoon” means Monsoon Online Pte. Ltd., a wholly owned subsidiary of the Company, incorporated under the laws of
Singapore;  
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“Monsoon Business” means the business carried on by Monsoon from time to time, including pursuant to the terms of the
License and Distribution Agreements to distribute videogame software and operate online videogames and related services;  

“Ordinary Shares” means the ordinary shares in the capital of the Company having the rights set out in the Articles and if there
is a sub-division, consolidation, reclassification or redenomination of those shares, the shares resulting from it;  

“Outstanding Options” means, at the relevant time, all outstanding options or outstanding rights (whether or not conditional or 
contingent and assuming full performance of any performance-linked rights) to subscribe for Shares or securities which are
convertible into Shares;  

“Preference Shares” means the class A Shares and class B Shares (and any other preference shares from time to time) in the 
share capital of the Company;  

“Proceedings” has the meaning given to it in clause 21.4;  

“Process Agent” has the meaning given to it in clause 21.4;  

“Purchase Price” means, in relation to any exercise from time to time of Warrants by the Warrant Holder, the price payable by
the Warrant Holder upon its exercise of all or a part of the Warrants, being US$3.40 per Warrant Share (as may be adjusted in
accordance with clause 6.3);  

“Raffles” means RVP Coinvest II Limited, a company incorporated under the laws of the British Virgin Islands whose registered
office is at P.O. Box 957, Offshore Incorporations Centre, Road Town, Tortola, British Virgin Islands;  

“Raffles Deed of Undertaking” means the deed of undertaking to be executed after the date of this Instrument by Raffles
substantially in the form of Schedule 6 of the Management Agreement;  

“Register” means the register of persons for the time being entitled to the benefit of the Warrants, required to be maintained
pursuant to Schedule 2 of this Instrument;  

“Registered Office” means the registered office of the Company for the time being;  

“Registration” means a registration effected by preparing and filing a Registration Statement and the declaration or ordering of
the effectiveness of the Registration Statement; and the terms “Register” and “Registered” have the same meanings concomitant 
with the foregoing;  

“Registration Statement” means a registration statement prepared on Form F-1, F-2 or F-3 under the Securities Act, or on any 
comparable form in connection with registration in a jurisdiction other than the United States;  

“Related Party” means, in relation to a person, any of its shareholders, directors, senior officers or associated companies or any
person directly or indirectly Controlling or Controlled by or under direct or indirect common Control with the first-mentioned 
person, any of its shareholders (including the Subsidiaries and the associated companies thereof), directors, senior officers or
associated companies;  
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“Revocation Notice” has the meaning given to it in clause 4.2.4;  

“Sanctions Laws and Regulations” means any of the Trading With the Enemy Act, the International Emergency Economic
Powers Act, the United Nations Participation Act, or the Syria Accountability and Lebanese Sovereignty Act, all as amended, or
regulations of the US Treasury Department Office of Foreign Assets Controls (“OFAC”), or any export control law or regulation 
applicable to US-origin goods, or any enabling legislation or executive order relating to any of the above, as collectively
interpreted and applied by the US Government at the prevailing point in time;  

“Sanctions Target” means (1) any country or portion thereof comprehensively targeted as such under Sanctions Laws and 
Regulations (currently, Cuba, Iran, Myanmar and Sudan, but only with respect to those portions of Sudan and transactions with
or in Sudan for which a specific license is required under Sanctions Laws and Regulations); and (2) any person or entity on
OFAC’s Specially Designated Nationals and Blocked Persons List, or other person or entity that because of its activities,
domicile or ownership is an object of prohibitions or restrictions under Sanctions Laws and Regulations;  

“SCII License and Distribution Agreement” means the license and distribution agreement dated on or around the date of this
Instrument among Blizzard, the Company and Monsoon, under which Blizzard licenses Monsoon to market and distribute certain
game products titled “Starcraft II”, as supplemented, varied, amended or replaced from time to time;  

“Securities Act” means the United State Securities Act of 1933, as amended from time to time;  

“Share Charge” means the share charge dated on or around the date of this Instrument among Blizzard and the Company in 
respect of shares in Monsoon, under which the Company charges the shares held by it in Monsoon in favour of Blizzard, as
supplemented, varied, amended or replaced from time to time;  

“Shareholders” means MCIL, IIPL, CIL, Gigamedia, Bodhi Investments LLC, and such other shareholder of the Company from
time to time registered in the books of the Company as the holder of a Share, and “Shareholder” means any one of them;  

“Shareholders’ Agreement” means the shareholders’ agreement of the Company dated February 2, 2007 by and between, 
among others, the Company, MCIL, IIPL and Gigamedia;  

“Shares” means the Ordinary Shares, Preference Shares and any other shares from time to time comprising the share capital of
the Company;  

“Stock Exchange” means any domestic or international stock exchange on which any of the Shares are listed (or are to be listed)
at any time;  

“Subscription Rights” means the rights of the Warrant Holder to subscribe for Warrant Shares pursuant to the Warrants with
respect to all or a part of its Entitlement, on the terms and subject to the conditions of this Instrument;  

   

- 8 -



                    

“Subsidiary” means in relation to any company, corporation or entity, a company, corporation or entity:  

“Tax” means any tax, levy, impost, duty or other charge or withholding of a similar nature (including any penalty or interest
payable in connection with any failure to pay or any delay in paying any of the same);  

“Total Entitlement” means, from time to time, the aggregate of the Entitlements of all the Warrant Holders;  

“Transaction Documents” means the Articles, the Shareholders’ Agreement, the Amended Shareholders’ Agreement, the 
articles of association of Monsoon, the Management Agreement, the Share Charge, the License and Distribution Agreements, the
Gigamedia Deed of Guarantee, Undertaking and Indemnity, the Blizzard Services Agreement, the Deeds of Undertaking, the
Raffles Deed of Undertaking and the escrow agreement in respect of certain funds required for the marketing of the Licensed
Products entered into between an affiliate of Blizzard, Monsoon and an internationally recognized financial institution acceptable
to Blizzard;  

“Tribunal” has the meaning given to it in clause 21.3;  

“US$” or “US Dollars” means United States dollars, the lawful currency of the United States of America;  

“Warrant Certificate” means a certificate in the form, or substantially in the form, set out in Schedule 2;  

“Warrant Holder” means, at the date of this Instrument, Blizzard, or, at any later time, in relation to Warrants, the person(s) in
whose name(s) the Warrants are registered for the time being as evidenced by the Register; notwithstanding the foregoing, to the
extent this Instrument provides for a right of a Warrant Holder that survives the exercise of the Subscription Rights with respect
to the Warrants held by such Warrant Holder, the term “Warrant Holder” shall be deemed to include any holder of any Warrant 
Shares;  

“Warrant Holder’s Group” means the Warrant Holder and its Affiliates, and a “member of the Warrant Holder’s Group”
shall be construed accordingly;  

“Warrant Shares” means the Ordinary Shares to be allotted and issued by the Company upon the exercise of the Subscription 
Rights attaching to the Warrants;  
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 (a)  which is Controlled, directly or indirectly, by the first mentioned company, corporation or entity; 

 (b)  more than half the issued share capital, registered capital or equity interest of which is beneficially owned, directly or
indirectly by the first mentioned company, corporation or entity; or

 (c)  which is a Subsidiary of another Subsidiary of the first mentioned company, corporation or entity; 



                    

“Warrants” means the warrants to subscribe for Ordinary Shares pursuant to this Instrument, the aggregate number of which
represents a Total Entitlement of fifteen per cent (15 %) of the Fully Diluted Share Capital, and as the same may be adjusted in
accordance with the provisions of this Instrument, including clause 6; and  

“Written Consent” means the consent in writing of the Warrant Holders holding outstanding Warrants entitling them to
subscribe for more than 50% of all the Warrant Shares which would be issued if all the outstanding Warrants are exercised to
their maximum extent.  
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1.2  The headings in this Instrument do not affect its interpretation.
 
1.3  In this Instrument a reference to:

 1.3.1 a clause, paragraph or schedule, unless specifically provided otherwise, is a reference to a clause or paragraph of, or 
schedule to, this Instrument;

 1.3.2 a “person” includes a reference to a corporation, body corporate, association or partnership, individual, and to that person’s 
legal personal representatives, successors and assigns;

 1.3.3 any statutory provision or statute includes all modifications thereto and all re-enactments (with or without modification) 
thereof and all subordinate legislation made thereunder, in each case for the time being in force, except where the context 
requires otherwise; 

 1.3.4 the singular includes the plural and vice versa (unless the context requires otherwise);
 
 1.3.5 words incorporating one gender shall include each gender; and

 1.3.6 “parties” means the Company, MCIL, CIL and the Founder, and “party” shall be construed accordingly. 

1.4  The Schedules to this Instrument form part of it and shall have the same force and effect as if expressly set out in the body of this
Instrument. 

1.5  Unless a contrary indication appears, any reference in this Instrument to a time of day is a reference to Singapore time.

1.6  A Warrant is “outstanding” unless the Subscription Rights attached to such Warrant have been exercised in full in accordance 
with the provisions of this Instrument. 

1.7  The liabilities and obligations of the Controlling Shareholders under this Instrument shall be joint and several. 
 
2.  CONSTITUTION AND FORM OF WARRANTS

2.1  The Company hereby creates and issues, with effect from the date of this Instrument, to those persons whose names are set out in
Schedule 1, Warrants with such initial Entitlements as are set out opposite their respective names in Schedule 1, and the right
(but not the obligation) to subscribe in cash at the Purchase Price per Warrant Share for an aggregate number of Warrant Shares
representing the Entitlements attributable to such Warrants, on the terms and subject to the conditions of this Instrument and with
such other rights as are set out in this Instrument. 
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2.2  For the avoidance of doubt, the initial Entitlement of the Warrant Holder shall (subject to clause 6) be equal to fifteen per cent
(15 %) of the Fully Diluted Share Capital. 

2.3  The Company undertakes to comply with the terms and conditions of this Instrument and specifically to do all such things and
execute all such documents so far as it is lawfully able to the extent necessary in order to give effect to the Subscription Rights
and such other rights hereunder conferred on the Warrant Holder in accordance with the terms of this Instrument.

2.4  The Warrants are issued on the terms and conditions of this Instrument, which are binding upon the Company and the Warrant
Holder and all persons claiming through or under any of them.

2.5  The Company shall, on the same day as the date on which this Instrument is executed, (a) update the Register to reflect the
issuance of the Warrants and issue to the Warrant Holder a Warrant Certificate setting out its Entitlement, (b) deliver to the
Warrant Holder a certified copy of an extract of the resolutions of the directors of the Company approving and authorising (i) the
execution of this Instrument and the transactions contemplated hereunder, (ii) the issue of the Warrants to the Warrant Holder in
accordance with the terms and conditions set out herein, and (c) deliver to the Warrant Holder a certified copy of the resolutions
of the Shareholders approving and authorising the issue of the Warrants to the Warrant Holder and the issue of the Warrant
Shares upon exercise of the Subscription Rights in accordance with the terms and conditions set out herein. 

 
3.  REGISTER AND WARRANT CERTIFICATES

3.1  The Company shall maintain the Register in accordance with the provisions of paragraph 1 of Schedule 3. 

3.2  The Company shall, immediately upon entering the name of the Warrant Holder in the Register, issue to the Warrant Holder a
Warrant Certificate setting out the number of Warrant Shares and the Entitlement in respect of which the Warrant Holder is
entitled, at the relevant time, to exercise Subscription Rights.

 
4.  SUBSCRIPTION RIGHTS AND MECHANICS OF EXERCISE
 
4.1  Rights to subscribe for Warrant Shares and Purchase Price

 4.1.1 Subject to the terms and conditions of this Instrument, the Subscription Rights may be exercised by the Warrant Holder (i) 
(with respect to a Change of Control or Asset Sale), immediately before, and conditional upon, the occurrence of a Change 
of Control or Asset Sale, provided that such Change of Control or Asset Sale occurs at any time from the date of this 
Instrument up to and including 5.00pm on the Cut-off Date; (ii) (with respect to a Listing), immediately before, and
conditional upon, the occurrence of a Listing, provided that such Listing occurs at any time from the date of this Instrument 
up to and including 5.00pm on the Cut-off Date; and (iii) (after a Listing), to the extent permitted by Applicable Laws, at 
any time after a Listing at the Warrant Holder’s discretion up to and including 5.00pm on the Extended Cut-off Date.
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 4.1.2 Each Warrant Holder may exercise its Subscription Rights in accordance with the terms of this Instrument in whole or in 
part. For the avoidance of doubt, each Warrant Holder shall have an independent right to exercise its Subscription Rights in 
respect of any or all of the Warrants held by such Warrant Holder, and any exercise or non-exercise of any Subscription 
Rights by any Warrant Holder shall not affect the ability of any other Warrant Holder to exercise or refrain from exercising 
any of its Subscription Rights in respect of any or all of the Warrants held by such other Warrant Holder. 

4.2  Procedure for Exercise 

 4.2.1 The Company shall, and the Controlling Shareholders shall procure that the Company shall, (a) promptly notify each 
Warrant Holder in writing upon the submission of an application to any Stock Exchange in connection with a Listing (and 
such notice shall state the terms of the proposed Listing) and (b) give each Warrant Holder not less than thirty (30) days’
prior written notice of the occurrence of any Change of Control or Asset Sale, or, if earlier, not less than thirty (30) days’
written notice prior to the entering of any person into any definitive transaction documents for any Asset Sale or Change of 
Control (in each of (a) and (b) such notice being the “Exit Notice”) specifying, so far as it is reasonably able to do so, the 
anticipated Exit Date, together with details of the number of Warrant Shares representing the Entitlement in respect of 
which the Warrant Holder is entitled to exercise its Subscription Rights (as evidenced by the Register at the date of the Exit 
Notice). Without prejudice to clause 4.2.4, after serving the Exit Notice the Company shall promptly send to the Warrant 
Holder such further information of which it becomes aware relating to the progress of the Exit Event, including relating to 
any increase or decrease in the likelihood of the Exit Event occurring, any change in the anticipated terms, or timetable, of 
the Exit Event and/or the failure or lapse (whether temporary or permanent) of the Exit Event, with the intent that the 
Warrant Holder shall be kept informed at all times of any changes or other circumstances which are material to the Exit 
Event. 

 4.2.2 Following receipt of the Exit Notice, the Warrant Holder (including its authorized representatives) shall be entitled to 
review the Company including all of the business and activities of the Group to ensure that the Warrant Holder would not 
be at risk of violating the FCPA or Sanctions or Conflict of Interests Laws and Regulations by exercising its Subscription 
Rights (“FCPA Review”). The Company shall cooperate fully with the FCPA Review. In particular, the Warrant Holder 
shall be entitled for purposes of the FCPA Review to at reasonable times visit and inspect Company’s facilities, to have 
access to senior managers of the Company, to examine the Company’s books of accounts and records and to discuss their 
affairs, finances and accounts with its directors, officers, employees, accountants, legal counsel and financial advisors. 
Upon completion of the FCPA Review, the Warrant Holder shall issue a notice in writing to the Company setting out the 
results of the FCPA Review and any areas of deficiency (“FCPA Notice”). Following the receipt of the FCPA Notice, the 
Company shall have ten (10) days to cure any identified deficiencies.



                    

If the Company is unable to cure the deficiencies identified in the FCPA Notice after ten (10) days and, as a result, the
Warrant Holder elects not to exercise its Subscription Rights, the Warrant Holder shall be entitled to liquidated damages
calculated in accordance with the following formula:  

Liquidated Damages Amount = (A - B) x C  

Where:  
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    A  =  the Current Market Price (construed as if the Subscription Rights had been exercised);
        
    B  =  the Purchase Price per Warrant Share (construed as if the Subscription Rights had been exercised); and
        
   

 

C 

 

= 

 

the total number of Warrant Shares held by the Warrant Holder (construed as if the Subscription Rights had been 
exercised) (for the avoidance of doubt, as such number of Warrant Shares has been adjusted in accordance with 
clause 6).

 4.2.3 As a condition precedent to each exercise of its Subscription Rights, an Exercising Warrant Holder shall submit a duly 
completed Exercise Notice, which notice shall also set out the Exercised Entitlement of such Exercising Warrant Holder in 
respect of which it wishes to exercise such Subscription Rights (which may be the whole or part only of its Entitlement) at 
the Registered Office not less than two (2) Business Days before the Exit Date or (if after a Listing) the intended date of 
exercise (such Exit Date or (if after a Listing), the intended date of exercise, as the case may be, being an “Exercise Date”) 
together with (i) its Warrant Certificate and (ii) subject to clause 4.3, the Purchase Price payable to the Company. A 
Warrant Holder may nominate (in writing to the Company) another person to take up its Warrant Shares. The Company 
shall promptly (and in any event by no later than five (5) Business Days prior to such Exit Date) notify such Exercising 
Warrant Holder the Purchase Price payable by such Exercising Warrant Holder in respect of such exercise of Subscription 
Rights. Subject to the provisions of clause 4.3 and 4.2.4 and/or any other provisions of this Instrument, upon exercise, an 
Exercising Warrant Holder is obliged to subscribe for at the Purchase Price, and the Company is obliged to allot and issue 
to such Exercising Warrant Holder, such number of Warrant Shares representing the Entitlement of such Exercising 
Warrant Holder in respect of which such Exercising Warrant Holder is exercising its Subscription Rights (the “Exercised 
Entitlement” of such Exercising Warrant Holder).
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 4.2.4 If, after service of an Exit Notice on the Warrant Holder in accordance with clause 4.2.1, it becomes apparent to the 
Company that the Exit Event will not occur, the Company shall promptly thereafter give notice in writing to the Warrant 
Holder stating that this is the case and setting out the reasons therefor (the “Revocation Notice”) or if the proposed Exit 
Event does not occur for any reason, then irrespective of whether any Revocation Notice has been given: 

 (a)  any Exercise Notice served on the Company by the Warrant Holder as a result of the service by the Company of an 
Exit Notice in connection with that Exit Event shall be deemed to have been revoked and any exercise of any 
Subscription Rights in connection with such proposed Exit Event shall be deemed not to have been made;

 (b)  the Company shall return to the Warrant Holder any Warrant Certificate lodged pursuant to clause 4.2.3 and the 
Purchase Price it has received at the same time as it gives the Revocation Notice (or, if earlier, three (3) Business Days 
after it becomes apparent that such Exit Event is not occurring within the timing set forth in the Exit Notice relating 
thereto); and 

 (c)  the Subscription Rights in respect of any Warrants (construed as if no Exercise Notice or exercise of any Subscription 
Rights had been given or made in respect of such proposed Exit Event) shall remain exercisable in full in accordance 
with the provisions of this Instrument. 

 4.2.5 In the event of an exercise of Subscription Rights by such Exercising Warrant Holder in accordance with this Instrument, 
the Company shall procure that the number of Warrant Shares attributable to the Exercised Entitlement of such Exercising 
Warrant Holder shall be allotted and issued to such Exercising Warrant Holder (or to such persons as may be nominated by 
such Exercising Warrant Holder in the Exercise Notice) as legal and beneficial owner and free of any Encumbrance on 
such Exercise Date. For the avoidance of doubt, in the event of an exercise of Subscription Rights before or on the 
occurrence of an Exit Event, the Warrant Shares shall be issued in time to participate in the Exit Event. 

 4.2.6 In the event of an exercise of Subscription Rights by such Exercising Warrant Holder, but subject to clause 4.3, the 
Company shall procure that:

 (a)  share certificates (physical or uncertificated versions thereof held in the relevant Stock Exchange’s clearing system) 
representing such Warrant Shares allotted and issued pursuant to clause 4.2.5 are delivered to such Exercising Warrant 
Holder (or such other persons as may be nominated by such Exercising Warrant Holder in the Exercise Notice); and

 (b)  the Exercising Warrant Holder (or such other persons as may be nominated by such Exercising Warrant Holder in the 
Exercise Notice) is entered in the register of members of the Company as the holder of the relevant Warrant Shares 
within the time frame referred to in clause 4.2.5 and as required by the Applicable Laws and a certified copy of the 
register of members of the Company evidencing the same is delivered to such Exercising Warrant Holder (or such 
other persons as may be nominated by such Exercising Warrant Holder in the Exercise Notice). 
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 4.2.7 The Company shall procure that the Warrant Shares allotted and issued pursuant to the exercise of Subscription Rights:

 (a)  shall be allotted and issued credited as fully paid and shall be free of any Encumbrance; 

 (b)  shall have the rights set out in the Articles relating to Ordinary Shares;

 (c)  shall rank pari passu in all respects with Ordinary Shares then in issue; and

 (d)  shall be entitled to receive any Distribution which has previously been announced or declared provided that the date 
by which the holder of Ordinary Shares must be registered to participate in such Distribution is on or after the date on 
which the Exercise Notice in respect of the relevant Warrant Shares was lodged with the Company. 

 4.2.8 No fractions of a Warrant Share shall be issued on the exercise of a Warrant but if more than one Warrant is exercised at 
the same time by the Warrant Holder then, for the purposes of determining the number of Warrant Shares to be issued and 
whether any (and if so, what) fraction of a Warrant Share arises, the number of Warrant Shares arising on the exercise of 
each Warrant (including, for this purpose, fractions) shall first be aggregated. If there is still any fraction of a Warrant 
Share after such aggregation, such fraction shall be rounded up to the nearest whole Warrant Share and the Warrant Holder 
shall be issued one additional whole Warrant Share in lieu of any such fraction of a Warrant Share. 

4.3  Cash Settlement 

 4.3.1 (In the event of an exercise of Subscription Rights by an Exercising Warrant Holder in respect of an Asset Sale or Change 
of Control that occurs prior to 5.00pm on the Cut-off Date), upon the exercise of the Subscription Rights with respect to the 
Exercised Entitlement of that Exercising Warrant Holder, the Company shall, if requested by such Exercising Warrant 
Holder (“Cash Settlement Event”), pay cash to such Exercising Warrant Holder in respect of such Exercised Entitlement 
in lieu of issuing Warrant Shares (“Cash Settlement”) in accordance with this clause 4.3. 

 4.3.2 In connection with a Cash Settlement Event, such Exercising Warrant Holder shall specify in its Exercise Notice 
information of its bank account (“Cash Settlement Account”) to which the Cash Settlement Amount is to be paid.



                    

Cash Settlement Amount =   

Where:  

  

Where:  
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 4.3.3 The aggregate amount of cash payable to such Exercising Warrant Holder if the Company is bound to make Cash 
Settlement under clause 4.3.1 (“Cash Settlement Amount”) in respect of any exercise of any of the Subscription Rights 
relating to the Exercised Entitlement (or any part thereof) of such Exercising Warrant Holder shall be determined in 
accordance with the following formula: 

       
    A  =  the Exit Price (in respect of such exercise);
        
    B  =  the Purchase Price per Warrant Share; and
        
   

 
C 

 
= 

 
the total number of Warrant Shares subject to Cash Settlement (for the avoidance of doubt, as such number of 
Warrant Shares has been adjusted in accordance with clause 6).

 4.3.4 If Cash Settlement applies in respect of any exercise by such Exercising Warrant Holder of any of its Subscription Rights 
in accordance with clause 4.3.1, the Company shall pay the Cash Settlement Amount (in respect of such Cash Settlement to 
which such exercise of Subscription Rights relates) to the Cash Settlement Account of such Exercising Warrant Holder by 
wire transfer of immediately available funds, (i) on the Exit Date, (ii) within three (3) Business Days from the date on 
which the Exit Price (relating to such exercise) is finally determined in accordance with the provisions of clause 4.4 or 
(iii) if such Exercising Warrant Holder has not provided the details of its Cash Settlement Account to the Company, within 
three (3) Business Days from the date on which such Exercising Warrant Holder gives notice of the details of its Cash 
Settlement Account to the Company, whichever is later.

 4.3.5 For the avoidance of doubt, a Warrant Holder shall not be obligated to make any payment to the Company in the event of a 
Cash Settlement (irrespective of whether the Cash Settlement Amount in respect of such Cash Settlement is a negative 
number). 

4.4  Exit Price 

 4.4.1 In the event that the Cash Settlement Amount or the Purchase Price (in respect of any exercise of any Subscription Rights 
relating to any Warrants in connection with a Change of Control or an Asset Sale) is required to be determined by reference 
to the Exit Price, the Exit Price (on a per Share basis) relating to such exercise shall be determined as follows:

 (a)  In the event that Shares in the Company are purchased in connection with a Change of Control, in accordance with the 
following formula: 

     
    P =  value of total purchase consideration paid for the Shares purchased in connection with the Change of Control
      
    Q =  number of Shares purchased in connection with the Change of Control;



                    

If there is a Change of Control or an Asset Sale, and in the event that any Warrant Holder does not exercise all or any part of its
Subscription Rights in accordance with clause 4.2, such Warrant Holder shall have the right, but not the obligation, to receive, in
respect of any unexercised Subscription Rights, replacement warrants or options or other rights (whether issued by the Company
or any other person) acceptable to the Warrant Holders represented by a Written Consent (in respect of any unexercised
Subscription Rights) which in any event shall be on terms no less favourable to the Warrant Holders than those under this
Instrument (and the Warrant Holders shall be entitled, upon request, to obtain an opinion at the Company’s expense from the 
Approved Audit Firm confirming the terms of such replacement options or other rights), and the other rights of such Warrant
Holder under this Instrument shall be adjusted and construed accordingly.  

Subject to clause 4.7, if (with respect to a Change of Control or Asset Sale) a Warrant Holder has not exercised its Subscription
Rights in full up to and including 5.00pm on the Cut-off Date or if (with respect to a Listing) a Warrant Holder has not exercised 
its Subscription Rights in full up to and including 5.00pm on the Cut-off Date or, to the extent permitted by Applicable Laws, 
5.00pm on the Extended Cut-off Date, in each case in accordance with clause 4.2, that Warrant Holder’s outstanding Warrants 
which have not been so exercised shall lapse and shall not be capable of being exercised after the Cut-off Date or the Extended 
Cut-off Date, as applicable.  

If the Company fails to comply in full with its obligations pursuant to this Instrument, any rights attaching to the Warrants which
are not exercised prior to or at 5.00pm on the Cut-off Date (or, to the extent permitted by Applicable Laws, the Extended Cut-off 
Date, as applicable) shall not lapse upon 5.00pm on the Cut-off Date (or, to the extent permitted by Applicable Laws, the
Extended Cut-off Date, as applicable) and shall remain capable of being exercised in accordance with the terms of this
Instrument until the Company has complied in full with its obligations under this Instrument.  
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 (b)  In the event that Shares in the Company are not purchased in connection with the Change of Control and accordingly 
clause 4.4.1(a) above does not apply, the Company shall, at least 45 days prior to the Exit Date, appoint at the cost of 
the Company an Approved Audit Firm to determine the Exit Price which shall be equal to the then Fair Market Value 
of each Share on an as Converted Basis. For the avoidance of doubt, when evaluating such Fair Market Value of each 
Share, (i) all the accrued interest with respect to all Preference Shares shall be excluded from the valuation of the 
Company and (ii) in the case of an Asset Sale, the valuation shall be made on the basis that the Asset Sale has not 
occurred. The Approved Audit Firm shall issue and deliver to the Company and the Warrant Holders, within thirty 
(30) days from its appointment, a review opinion setting out the Exit Price in respect of such exercise as determined 
by it. In determining the Exit Price, the Approved Audit Firm shall act as an expert and not an arbitrator.

4.5  Replacement Options upon Change of Control or Asset Sale

4.6  Term 

4.7  No lapse 



                    

The Company shall pay all Taxes (if any) arising in Singapore on the constitution and initial issue of the Warrants or the
subscription of the Warrant Shares upon the exercise by the Warrant Holders of their Subscription Rights and all bank fees,
charges or other expenses that may be due in connection with the payment of the Cash Settlement. Any other Taxes (if any)
arising from the exercise of the Warrants will be for the account of the Warrant Holders.  

The provisions of this Instrument relating to the procedures of a Listing shall be adjusted to the extent necessary to reflect the
administrative procedures of the Stock Exchange where the Listing takes place, provided that such adjustments shall not in any
way adversely affect the rights of the Warrant Holders and further provided that the Company shall give prior notice to each
Warrant Holder of any such adjustment to this Instrument.  

In the event that the Company shall pursue a Listing and the Stock Exchange raises objections to the Company’s application for 
a Listing on the basis that the Warrants are outstanding and/or that they can be exercised in accordance with the terms of this
Instrument and/or in respect of any other rights of the Warrant Holders under this Instrument, the Company and the Warrant
Holders shall enter into discussions in good faith with a view to finding a solution which will result in the Stock Exchange
removing its objections and execute such documentation and take such steps as may be reasonably necessary for the
implementation of any such solution, provided that the rights of the Warrant Holders shall not thereby in any way be adversely
affected.  
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4.8  Payment of Taxes 

5.  LISTING 

5.1  Stock Exchanges 

5.2  Stock Exchange’s objections 

6.  ADJUSTMENT 

6.1  If at any time or from time to time after the date of this Instrument, the Shares issuable upon exercise of the Subscription Rights
are changed into the same or a different number of Shares or any class or classes of Shares of the Company, whether by
subdivision, consolidation, reclassification or otherwise, in any such event, a Warrant Holder shall have the right thereafter to
exercise its Warrants to purchase the kind and amount of Shares and/or other securities and property receivable upon such
subdivision, consolidation, reclassification or other change which a Warrant Holder could have received had it exercised such
Warrants immediately prior to such subdivision, consolidation, reclassification or other change, and its other rights under this
Instrument shall be adjusted and construed accordingly.



                    

as the total number of Warrant Shares which could have been subscribed pursuant to the Subscription Rights conferred by the
Warrants then outstanding would have had, had the Asset Sale or Change of Control not occurred (and the Warrant Holders shall
be entitled, upon request, to obtain an opinion at the Company’s expense from the Approved Audit Firm confirming the terms of 
such adjustment), and the other rights of such Warrant Holders under this Instrument shall be adjusted and construed accordingly
(in accordance with the terms of such Written Consent). For the avoidance of doubt, in the case of any merger of the Company
with another entity which results in a Change of Control, any adjustment to the Subscription Rights of any Warrant Holder
pursuant to this clause 6.2 shall be based on the Fully Diluted Share Capital of the Company excluding all Shares issued pursuant
to such merger to persons other than Blizzard or the Controlling Shareholders.  
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6.2  In the case of a Change of Control or an Asset Sale, if a Warrant Holder does not exercise its rights under clauses 4.2, 4.3 or 4.5,
appropriate adjustment acceptable to the Warrant Holders represented by a Written Consent shall be made with respect to any
unexercised Subscription Rights so that, after such adjustment, the total number of Warrant Shares in respect of which the
Subscription Rights will then be, or be capable of being, exercised will carry:

 (a)  as nearly as possible (and in any event not less than) the same proportion (expressed as a percentage of the total number of
votes exercisable on a poll in respect of all the Shares) of the votes;

 (b)  the same entitlement to participate (expressed as a percentage of the total entitlement conferred by all the Shares) in the
profits and assets of the Company; and 

 (c)  the same entitlement to receive value (expressed as a percentage of the total entitlement conferred by all the Shares) on the
occurrence of an Exit Event,

6.3  If any of the following events takes place, the Purchase Price shall be adjusted to take account thereof as follows:

 6.3.1 Split, subdivision or combination of shares: If the Company at any time while the Warrants remain outstanding splits, 
subdivides or combines the securities as to which Subscription Rights under this Warrant exist, into a different number of 
securities of the same class, the Purchase Price for such securities shall be proportionately decreased in the case of a split or 
subdivision or proportionately increased in the case of a combination.

 6.3.2 Issue of new shares or convertible securities: If the Company at any time while the Warrants remain outstanding creates, 
issues or allots any Ordinary Shares or any securities convertible into any Ordinary Shares of the Company, the Purchase 
Price shall immediately be adjusted so that after such adjustment the reference to the amount of US$3.40 per Warrant Share 
in the definition of Purchase Price (as adjusted in accordance with this clause) shall be replaced by such amount in US 
Dollars per Warrant Share as reflects the intent that the Warrant Holders are entitled to exercise their Subscription Rights to 
receive the Total Entitlement of 15% of the then Fully Diluted Share Capital in return for the payment of an aggregate 
Purchase Price of One Million Fifty Five Thousand Three Hundred and Twenty Eight US Dollars and Sixty Cents 
(US$1,055,328.60). 



                    

7.1.2 it will not purchase or redeem any Preference Shares;  
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6.4  The Company shall: (i) notify the Warrant Holders in writing at least ten (10) days prior to any event as described in clause 6,
describing in detail the proposed adjustment and provide any clarification as may be reasonably requested by the Warrant
Holders and (ii) promptly and in any event within five (5) days after the event update the Register and send the Warrant Holders
written notice detailing the adjustment together with a replacement Warrant Certificate setting out the adjusted Entitlement (if
any) of the Warrant Holders. For the avoidance of doubt, such adjustment shall be effective irrespective of whether such
replacement Warrant Certificate(s) are issued and/or delivered to the Warrant Holders. 

 
7.  UNDERTAKINGS OF THE COMPANY 

7.1  The Company undertakes, and the Controlling Shareholders shall procure in respect of the Company, that whilst any Warrants
are outstanding (except with the prior sanction of the Warrant Holders (acting by Written Consent)): 

 7.1.1 it shall ensure that the aggregate Warrant Shares issued or to be issued to the Warrant Holders on an as-exercised basis in 
full represent the Total Entitlement of the Fully Diluted Share Capital;

 7.1.3 it will not modify the rights attached to any Shares in the capital of the Company in any way which could reasonably be 
expected to have an adverse effect on the rights of the Warrant Holders or the value of the Warrants or of the Warrant 
Shares; 

 7.1.4 (i) it will not issue any Shares (or rights to subscribe for or rights convertible into Shares) in the capital of the Company at a 
value per Share which is less than the Fair Market Value (other than employee incentive options approved by the Board) 
and (ii) it will not issue to any person any Preference Shares with a right of conversion or redemption unless such person 
executes a Deed of Undertaking in favour of the Warrant Holders;

 7.1.5 it will comply with all applicable regulatory requirements in respect of the issue of the Warrants and the continuing validity 
of the Warrants thereafter until all of the Warrants are exercised or lapsed or this Instrument is terminated in accordance 
with the terms and conditions of this Instrument;

 7.1.6 it will not permit or carry out any Change of Control or Asset Sale, whether for the purposes of effecting a Listing or 
otherwise, unless the Warrant Holders consent (by Written Consent) and receive the Cash Settlement Amount if requested 
in accordance with clause 4.3;
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 7.1.7 it will not conclude terms for a Listing unless the Listing involves a quotation for and/or Registration of all the Warrant 
Shares which have been issued or which would be issued upon exercise of the Warrants to the extent the Warrant Holders 
elect to exercise conditional upon or after such Listing (or any shares in the Company into which they may convert in 
connection with the Listing) on terms which are no less favourable than those applicable to the other issued Ordinary 
Shares (or any shares into which they convert) and the shares to be issued upon the Listing (including being listed on the 
principal securities exchanges and markets within the United States, if any, on which other issued shares and the shares to 
be issued upon the Listing are then listed); 

 7.1.8 it will not conclude terms for any Listing and will not undertake any Listing pursuant to which lock-up or similar 
restrictions are imposed (whether at the request or requirement of the Stock Exchange and/or the underwriters in respect of 
such Listing or otherwise) on any of the Shares (including any Warrant Shares) unless: (i) the Warrant Holders are 
permitted to sell all of the Warrant Shares during the Listing; (ii) such lock-up is required (and provided to the extent 
required) by the Stock Exchange in respect of such Listing and the period of such lock-up with respect to the Warrant 
Shares is no longer than the period of lock-up with respect to any other Shares imposed in connection with the Listing and 
provided further that in no case shall the period of lock-up exceed six (6) months after the Listing Date; or (iii) in any other
case it obtains the prior written consent of the Warrant Holders (acting by Written Consent); 

 7.1.9 it shall ensure that any listing or secondary offering that is primarily based on the Business or the assets or business of the 
Group or any part thereof shall be made by the Company by way of a Listing;

 7.1.10 it will not violate or breach any of the terms under this Instrument or the Transaction Documents or take any action for the 
purpose of avoiding or seeking to avoid the performance of any of the terms to be observed or performed by it under this 
Instrument or under the Transaction Documents;

 7.1.11 it will remain in full compliance with Anti-Bribery and Conflict of Interests Laws and engage in no conduct that would be
prohibited of U.S. persons under the FCPA; 

 7.1.12 it will adopt and implement the Compliance Program, as defined at section 12 of the Management Agreement;

 7.1.13 it will remain in full compliance with applicable Sanctions Laws and Regulations and engage in no business with 
Sanctions Targets that would be prohibited of U.S. persons; and

 7.1.14 it will not amend the Shareholders’ Agreement (except to adopt the Amended Shareholders’ Agreement), the Amended 
Shareholders’ Agreement or the Articles, in each case in any way which could reasonably be expected to have an adverse
effect on the rights of the Warrant Holders thereunder or under this Instrument or the rights of Blizzard under any Deed of 
Undertaking, the Gigamedia Deed of Guarantee, Undertaking and Indemnity or the Raffles Deed of Undertaking, or the 
value of the Warrants or of the Warrant Shares, except with the prior approval of the Warrant Holders (by Written 
Consent). 



                    

The Warrants may only be transferred in accordance with the provisions of paragraph 2 of Schedule 3.  

All or any of the rights for the time being attached to the Warrants (including the Subscription Rights) may from time to time
(whether or not the Company is being wound up) be altered or abrogated with the sanction of the Warrant Holders (by Written
Consent) and shall be effected by an instrument by way of deed poll executed by the Company and expressed to be supplemental
to this Instrument.  

A memorandum of every such supplemental deed as is referred to in clause 10.1 shall be endorsed on the Warrant Certificate and
notice of such alteration, abrogation or modification shall be given by the Company to the Warrant Holders within five
(5) Business Days of it occurring.  
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8.  WINDING UP OF THE COMPANY 

8.1  If at any time while any Warrants are outstanding an order is made or an effective resolution is passed for the winding up or
dissolution of the Company or if any other dissolution of the Company by operation of law is to be effected, the Company shall
as soon as reasonably practicable send to the Warrant Holders a notice in writing stating that such an order has been made or
resolution has been passed or other dissolution is to be effected. The Warrant Holders may at any time within three months after
the date of such notice elect, by notice in writing to the Company, to be treated as if it had, immediately before the date of the
making of the order or passing of the resolution or other dissolution, exercised all its Subscription Rights. On giving such notice,
the Warrant Holders shall be entitled to receive out of the assets which would otherwise be available to the holders of Ordinary
Shares in the liquidation, such a sum, if any, as it would have received had it been the holder of the Warrant Shares to which it 
would have been entitled by virtue of that exercise. 

8.2  Subject to compliance with clause 8.1, the Warrants shall lapse on a dissolution or winding up of the Company. 

8.3  For the avoidance of doubt, the Warrant Holders shall not have any obligation to make any actual payment to the Company in
connection with a dissolution or winding up of the Company.

9.  TRANSFER OF WARRANTS

10.  VARIATION OF RIGHTS AND VOTES 
 
10.1 Modification 

10.2 Endorsement 

10.3 Termination 

 10.3.1 This Instrument, except for clauses 12.4, 12.5, 13.4, 13.5, 13.7, 13.8, 15, 16, 17, 19, 20, 21 and 22, shall terminate and 
shall cease to have effect at the earlier of: (a) when all rights of the Warrant Holders under this Instrument have lapsed or 
have been exercised in accordance with the terms of this Instrument and (b) when all Warrant Holders, the Company and 
the Controlling Shareholders agree in writing that this Instrument shall terminate and cease to have any effect.



                    

The Company shall be entitled to offer to purchase, and thereafter purchase, the Warrants by tender or by private treaty. Any
Warrants purchased by the Company shall forthwith be cancelled and shall not be available for reissue or resale. For the
avoidance of doubt, nothing in this clause implies any obligation on any Warrant Holder to sell Warrants to the Company.  
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 10.3.2 Notwithstanding clause 10.3.1, clauses 7.1 and 12.1 to 12.3 (inclusive) shall cease to apply upon and after a Listing. Clause 
12.4, 12.5 and 13.5 shall cease to bind the Company upon and after a Listing, but shall continue to apply to the Controlling 
Shareholders, to the extent permitted by Applicable Laws.

10.4 Votes and written resolutions

 10.4.1 All decisions by the Warrant Holders pursuant to this Instrument shall be taken by way of Written Consent.

 10.4.2 In voting by the Warrant Holders on any proposed Written Consent, each Warrant Holder is entitled to such proportion of 
votes represented by its Entitlement borne to the Total Entitlement. A Warrant Holder need not use its entire proportion of 
votes or cast all its proportion of votes it uses in the same way.

 10.4.3 A Written Consent may be contained in one document or in several documents in like form each signed by one or more of 
the relevant Warrant Holders and the date of the resolution will be when the resolution is signed by or on behalf of the last 
relevant Warrant Holder. 

11.  PURCHASE 

12.  INFORMATION AND REPRESENTATION RIGHTS OF WARRANT HOLDERS
 
12.1 The Company shall send to the Warrant Holders: 

 12.1.1 the annual budget and operating plan for the succeeding fiscal year no later than thirty (30) days prior to the end of each 
fiscal year; 

 12.1.2 copies of the audited consolidated accounts of the Company in respect of each financial year forthwith on the same 
becoming available and in any event not later than ninety (90) days from the date of each such financial year, such 
accounts to be audited by the Approved Audit Firm; and

 12.1.3 such other information regarding the business and financial affairs of the Group as the Warrant Holders may reasonably 
request (and it shall be reasonable for the purposes of this clause 12.1.3 for the Warrant Holders to request any information 
which the holders of Shares are entitled to receive under the Shareholders’ Agreement). 
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12.2 The Warrant Holders shall have the right independently to call for, to examine and inspect at all reasonable times, the books,
records and accounts of the Company and any of its Subsidiaries and may appoint and authorise any person to make such
examination on its behalf. The Company and the Controlling Shareholders shall procure that the Approved Audit Firm shall
cooperate with such persons and provide access to such information and records as well as any explanations as such persons may
reasonably request in relation to the Company’s accounts and records. The Warrant Holders shall also have the right to request
for any discussions with, or explanations from, any Director, offices, employee, Approved Audit Firm, auditor, legal or other
professional adviser of the Company in relation to any queries it may have relating to the Business or the operations of the
Company. Any costs incurred shall be borne by the Warrant Holders requesting for the examination, unless any material or
substantial defect was found through such examination evidencing breach of this Instrument in which case the party so breaching
this Instrument shall bear the costs so incurred. 

12.3 The Warrant Holders, or any agent or corporate representative appointed to act on their behalf, shall be entitled to attend and
speak (but shall not, by virtue of or in respect solely of its holding of Warrants, be entitled to vote) at general meetings of the
holders of Shares. 

12.4 Prior to and after the exercise by the Warrant Holders of their Subscription Rights with respect to all the Warrants including, to
the extent permitted by Applicable Laws, at all times after a Listing, the Warrant Holders (acting by Written Consent) shall at all
times be entitled to appoint one observer (the “Blizzard Observer”) to receive notice of, attend and speak (but the Blizzard 
Observer shall not be entitled to vote) at meetings of the Board (except for discussions at meetings of the Board pertaining to
game products licensed by other game developers) and to remove the Blizzard Observer and to appoint another person in his
place (such appointment or removal to be made by notice in writing to the Company). In the event that the Warrant Holders
exercise this right to appoint the Blizzard Observer as provided herein, the Controlling Shareholders shall ensure that the
Blizzard Observer is entitled to the rights provided in this clause 12.4 as well as all information rights that a director of the
Company is entitled to under Applicable Laws, the Articles or shareholders’ agreement in respect of the Company. The 
Company shall indemnify the Blizzard Observer and Blizzard against any claims that may be brought against the Blizzard
Observer in relation to his or her capacity of an observer at meetings of the Board. Notwithstanding any act or omission to act by
the Blizzard Observer at the Board meetings of the Company, neither the Blizzard Observer nor Blizzard shall be liable for any
actions or resolutions discussed, approved or disapproved at the Board meetings of the Company. 

12.5 If, following exercise of the Subscription Rights with respect to any Warrants, provided that the Warrant Holders at the relevant
time collectively hold no less than five per cent. (5%) of the issued share capital of the Company, to the extent permitted by
Applicable Laws, the Warrant Holders (acting by Written Consent) shall be entitled to nominate one director (the “Blizzard 
Director”) to the Board and to remove the Blizzard Director and to nominate another person in his place (such appointment or 
removal to be made by notice in writing to the Company), and the Blizzard Director shall be entitled to all the rights and shall 



  

Each of the Controlling Shareholders, in respect of itself or himself, represents and warrants to the Warrant Holder on the date of
this Instrument that:  
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  follow all the procedures that a director of the Company is entitled to or is required to follow under the then applicable articles of
association or shareholders’ agreement (if any) in respect of the Company. The Controlling Shareholders shall ensure that the
nominee of the Warrant Holders is appointed to and removed from the Board in accordance with this clause pursuant to a notice
in writing from the Warrant Holders to the Company. No Blizzard Director shall assume any personal liability for any acts
performed in his or her capacity as a member of the Board unless any action or inaction of the Blizzard Director constitutes
wilful misconduct, gross negligence or violation of applicable criminal laws. With the exception of the preceding sentence, the
Controlling Shareholders shall procure that the Company shall indemnify the Blizzard Director against any claims that may be
brought against the Blizzard Director in relation to acts performed in the capacity of a member of the Board. 

 
12.6 The Warrant Holders may pass any information obtained under this clause 12 to:

 12.6.1 any member of the Warrant Holder’s Group; 

 12.6.2 an employee or director of, or professional adviser, to any member of that Warrant Holder’s Group; or 

 12.6.3 any person to whom it is proposing to transfer Warrants pursuant to paragraph 2 of Schedule 3 or Warrant Shares (subject 
to such proposed transferee(s) having executed a confidentiality undertaking in favour of the Company). 

12.7 The Blizzard Director and the Blizzard Observer may pass any information obtained in his capacity as such to the Warrant
Holders and to any member of the Warrant Holder’s Group.

 
13.  WARRANTIES AND UNDERTAKINGS 
 
13.1 Warranties in respect of the Controlling Shareholders

 13.1.1 in the case of MCIL and CIL, it is a company duly organised, validly existing and in good standing under the laws of its 
jurisdiction of incorporation;

 13.1.2 in the case of MCIL and CIL, it has all requisite power, right and authority taken all necessary action to authorise its entry 
into, has obtained all necessary consents and waivers, to execute, deliver, exercise its rights and perform its obligations 
under, this Instrument and to consummate the transactions contemplated hereby;

 13.1.3 no approvals are required under any Applicable Laws in relation to the transactions contemplated by this Instrument;

 13.1.4 his or its obligations under this Instrument constitute valid, legal and binding obligations and are enforceable in accordance 
with its terms; and 



                    

Each of the Company and the Controlling Shareholders represent and warrant to the Warrant Holder on the date of this
Instrument that:  
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 13.1.5 the execution and delivery of, and the performance by him or it of his or its obligations under this Instrument will not 
result in: 

 (a)  in the case of MCIL and CIL, a breach of any provision of its memorandum or articles of association or by-laws or 
equivalent constitutional documents; 

 (b)  a breach of, or constitute a default under, or conflict with any agreement or any instrument to which he or it is a party 
or by which he or it is bound; 

 (c)  a breach of any order, judgment or decree of any court or governmental agency to which he or it is subject or by 
which he or it is bound or submits; 

 
 (d)  a breach of any Applicable Laws; or 

 (e)  his or its losing the benefit of any material permit, asset, license, grant, subsidy, right or privilege which he or it 
enjoys in any jurisdiction. 

13.2 Warranties in respect of the Company 

 13.2.1 the Company is a company duly organised, validly existing and in good standing under the laws of its jurisdiction of 
incorporation; 

 13.2.2 the Company has all requisite power, right and authority and has taken all necessary action to authorise its entry into, and 
has obtained all necessary consents and waivers, to execute, deliver, exercise its rights and perform its obligations under, 
this Instrument and to consummate the transactions contemplated hereby;

 13.2.3 no approvals are required under any Applicable Laws in relation to the transactions contemplated by this Instrument;

 13.2.4 the Company’s obligations under this Instrument constitute its valid, legal and binding obligations and are enforceable in 
accordance with its terms;

 13.2.5 the execution and delivery of, and the performance by the Company of its obligations under this Instrument will not result 
in: 

 (a)  a breach of any provision of its memorandum or articles of association or by-laws or equivalent constitutional 
documents; 

 (b)  a breach of, or constitute a default under, or conflict with any agreement or any instrument to which it is a party or by 
which it is bound; or

 (c)  a breach of any order, judgment or decree of any court or governmental agency to which it is a party or by which it is 
bound or submits; 

 (d)  a breach of any Applicable Laws; or 

 (e)  it losing the benefit of any material permit, asset, license, grant, subsidy, right or privilege which it enjoys in any 
jurisdiction; 
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 13.2.6 the Board has authorised the execution of this Instrument;

 13.2.7 immediately after the issue of the Warrants, the following Shares in the Company will represent the total of: (i) the entire 
issued share capital of the Company; and (ii) all of those Shares in the capital of the Company (excluding the Warrant 
Shares) which the Company is obliged to issue upon the exercise in full of all Outstanding Options in existence at the date 
of this Instrument: 

     
Ordinary Shares  250,000
   
Class A Shares (on a Converted Basis )  800,000
   
Class B Shares (on a Converted Basis)  1,408,881

 13.2.8 the Founder Controls MCIL and CIL; 

 13.2.9 other than (i) as set out in this clause 13.2 and (ii) pursuant to this Instrument, as at the date of this Instrument there is no 
agreement, arrangement or obligation requiring the creation, allotment, issue or grant to a person of the right (conditional 
or not) to require the allotment or issue of any Shares in the Company (including any option or right of conversion);

 13.2.10 as of the date of this Instrument, other than pursuant to this Instrument, there is no Encumbrance, and there is no 
agreement, arrangement or obligation to create or give an Encumbrance, over any unissued share capital of the Company. 
No person has claimed to be entitled to an Encumbrance in relation to any unissued share capital of the Company. Other 
than pursuant to this Instrument, there are no securities convertible into or ultimately exchangeable or exercisable for any 
share in the Company; 

 13.2.11 the Company has obtained the requisite authority, pursuant to the laws of its jurisdiction of incorporation, to issue the 
Warrants and the Warrant Shares to be issued upon the exercise of the Subscription Rights; 

 13.2.12 the Warrant Shares, when issued, will be free from any Encumbrances, allotted and issued credited as fully paid, and rank 
pari passu in all respects with the existing Ordinary Shares;

 13.2.13 the allotment and issue of the Warrant Shares to the Warrant Holders pursuant to the terms hereof will vest in the Warrant 
Holders valid legal and beneficial title to the Warrant Shares free and clear of all Encumbrances; and 



                    

is true, accurate and not misleading by reference to the facts and circumstances then subsisting.  
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 13.2.14 neither the Company nor any of the Controlling Shareholders know or have reason to believe that the Company (or its 
Affiliates) or its directors, employees, or agents (including any sub-licensee or distributor of the Company or any other 
person engaged to obtain business or regulatory advantage, develop customer relationships, or interface with Government 
Agencies and/or Government Officials), have or will pay, offer, promise, or authorize the payment of money or anything 
of value, directly or indirectly, to a Government Official while knowing or having reason to believe that any portion of 
such exchange is for the purpose of: 

 (a)  influencing any act or decision of such Government Official(s) in their official capacity, including the failure to 
perform an official function, in order to assist the Company or any other person in obtaining or retaining business, or 
directing business to any third party; 

 
 (b)  securing an improper advantage; 

 (c)  inducing such Government Official(s) to use their influence to affect or influence any act or decision of a 
Governmental Agency in order to assist the Company or any other person in obtaining or retaining business, or 
directing business to any third party; or 

 (d)  providing an unlawful personal gain or benefit, of financial or other value, to such Government Official(s).

13.3 Upon exercise of the Subscription Rights by a Warrant Holder and immediately before the issue of the Warrant Shares pursuant
to such exercise, 

 13.3.1 each of the Controlling Shareholders is deemed to warrant to that Warrant Holder that each of the warranties in clauses 
13.1 and 13.2; and 

 13.3.2 the Company is deemed to warrant to that Warrant Holder that each of the warranties in clause 13.2, 

13.4 Non-Competition Undertaking

 13.4.1 None of the Controlling Shareholders shall, and each of the Controlling Shareholders shall procure that none of the Related 
Parties Controlled by any of them and none of the directors nominated by the Company to Monsoon shall: 

 (a)  at any time during the License Term, carry on or be engaged or interested in or assist any person in carrying on any 
Competing Business;

 (b)  at any time during the License Term and for a period of one (1) year after the License Term, without the prior written 
consent of the Warrant Holders (by Written Consent), either solely or jointly with or on behalf of any person, directly 
or indirectly, (i) employ or engage (or solicit or contact with a view to the engagement or employment in a Competing 
Business), a person who is, or was at any time during the preceding twelve (12) months, employed or engaged by 
Monsoon or Monsoon’s Subsidiaries, or (ii) encourage any personnel temporarily transferred from the Company or its
Subsidiaries to Monsoon or Monsoon’s Subsidiaries and working substantially full-time on the Monsoon Business at
any time during the preceding twelve (12) months to cease to be dedicated full-time to the affairs of Monsoon or 
Monsoon’s Subsidiaries.
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 13.4.2 Each undertaking contained in clause 13.4.1 shall be read and construed independently of the other covenants therein 
contained so that if one or more should be held to be invalid as an unreasonable restraint of trade or for any other reason 
whatsoever, then the remaining covenants shall be valid to the extent that they are not held to be so invalid.

 13.4.3 While the covenants in clause 13.4.1 are considered by the Controlling Shareholders and the Warrant Holders to be 
reasonable in all the circumstances, if one or more should be held to be invalid as an unreasonable restraint of trade or for 
any other reason whatsoever, but would have been held valid if part of the wording thereof had been deleted or the period 
thereof reduced or the range of activities or area dealt with thereby reduced in scope, the said covenants shall apply with 
such modifications as may be necessary to make them valid and effective.

 13.4.4 The undertakings contained in this clause 13.4 shall continue notwithstanding a Listing. 

 13.4.5 For the avoidance of doubt, a breach of this clause 13.4 shall be deemed a material breach of this Instrument.

13.5 Undertaking in relation to sale of Shares 

 13.5.1 During the License Term and notwithstanding a Listing, each of the Company and the Controlling Shareholders shall not, 
and each of the Company and the Controlling Shareholders shall procure that each of their Related Parties Controlled by 
any of them and each of the directors nominated by the Company to Monsoon shall not, directly or indirectly, sell or issue 
any Shares to any direct competitors of Blizzard, including without limitation those listed in Schedule 4. 

 13.5.2 During the License Term and notwithstanding a Listing, each of the Company and the Controlling Shareholders shall not, 
and each of the Company and the Controlling Shareholders shall procure that each of their Related Parties Controlled by 
any of them and each of the directors nominated by the Company to Monsoon shall not, directly or indirectly, purchase or 
subscribe for any shares or make any equity investment in, or enter into any joint venture or partnership with, any direct 
competitors of Blizzard, including without limitation those listed in Schedule 4.

 13.5.3 For the avoidance of doubt, a breach of this clause 13.5 shall be deemed a material breach of this Instrument.



                    

Each of the Controlling Shareholders shall use its rights and powers to procure (so far as it is able) that the Shareholders’
Agreement, Amended Shareholders’ Agreement and Articles are amended so as to accord with and give effect to the provisions
of this Instrument.  

13.7 Founder’s Undertaking  

During the License Term and notwithstanding a Listing, the Founder shall not cease to beneficially own (directly or indirectly) at
least six point five per cent (6.5%) of the Fully Diluted Share Capital free from Encumbrance, and shall procure that no person or
persons other than the Controlling Shareholders will, individually or collectively, legally or beneficially, and directly or
indirectly own fifty per cent (50%) or more of the Fully Diluted Share Capital, or Control a majority of the Board. For the
purposes of this clause only, the term “Fully Diluted Share Capital” shall be construed as if the language contained in the 
parenthetical set out in part (a) of the definition of “Fully Diluted Share Capital” were deleted from such definition.  

13.8 Controlling Shareholders’ Undertaking  

During the License Term and notwithstanding a Listing, each of the Controlling Shareholders shall procure that the Controlling
Shareholders shall not cease to beneficially own (directly or indirectly) at least eleven per cent (11%) of the Fully Diluted Share
Capital free from Encumbrance, and shall procure that no person or persons other than the Controlling Shareholders will,
individually or collectively, legally or beneficially, and directly or indirectly own fifty per cent (50%) or more of the Fully
Diluted Share Capital, or Control a majority of the Board. For the purposes of this definition only, the term “Fully Diluted Share 
Capital” shall be construed as if the language contained in the parenthetical set out in part (a) of the definition of “Fully Diluted 
Share Capital” were deleted from such definition.  

If a Warrant Certificate is mutilated, defaced, lost, stolen or destroyed it will be replaced by the Company on such terms as to
evidence and indemnification as the Company may reasonably require. Mutilated or defaced Warrant Certificates in respect of
which replacements are being sought must be surrendered before replacements will be issued.  
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13.6 Amendments to Shareholders’ Agreement and Articles

14.  REPLACEMENT OF WARRANT CERTIFICATES

15.  CONFIDENTIAL INFORMATION 

15.1 Subject to the provisions of this clause 15.1, the Warrant Holders shall keep confidential information obtained from the
Company relating to the Company’s business and/or financial affairs of the Group (the “Confidential Information”) 
confidential unless: 

 15.1.1 that information comes into the public domain otherwise than through a breach of the Warrant Holders’ obligations under 
this clause 15; or 

 15.1.2 such information is required to be disclosed by Applicable Laws, by a rule of a securities exchange on which a Warrant 
Holder’s shares (or a member of that Warrant Holder’s Group’s shares) are listed or traded or by a governmental authority 
or other authority with relevant powers to which a Warrant Holder (or a member of that Warrant Holder’s Group) is 
subject or submits, whether or not the requirement has the force of law,



                    

provided that a Warrant Holder may pass Confidential Information to:  

(which disclosure shall be expressly permitted under the terms of this Instrument).  

All payments to be made by the Company under this Instrument shall be calculated and be made without (and free and clear of
any deduction for) set-off or counterclaim.  

If, at any time, any provision of this Instrument is or becomes illegal, invalid or unenforceable in any respect under any law of
any jurisdiction, neither the legality, validity or enforceability of the remaining provisions nor the legality, validity or
enforceability of such provision under the law of any other jurisdiction will in any way be affected or impaired.  
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 (a)  members of that Warrant Holder’s Group; 

 (b)  an employee or director of, or professional adviser, to any member of that Warrant Holder’s Group; 

 (c)  any person to whom it is proposing to transfer Warrants pursuant to paragraph 2 of Schedule 3, subject to execution by such
person of a confidentiality agreement, 

15.2 The Company and the Controlling Shareholders shall keep confidential information relating to this Instrument (including its
terms) and information obtained from the Warrant Holders or in connection with the Warrant Holders’ exercise of their rights 
hereunder. 

16.  TAX GROSS UP 

16.1 If a deduction or withholding for or on account of Tax from a payment under this Instrument is required by law to be made by
the Company, the amount of the payment due from the Company shall be increased to an amount which (after making all Tax
deductions and withholdings) leaves an amount equal to the payment which would have been due if no Tax deduction or
withholding had been required. 

16.2 Within thirty (30) days of making a deduction or withholding as described in clause 16.1, the Company shall deliver to the
relevant Warrant Holders an original receipt (or a certified copy thereof) reasonably satisfactory to the relevant Warrant Holders
that such deduction or withholding has been made or (as applicable) any appropriate payment has been paid to the relevant Tax
authority. 

17.  NO SET-OFF 

18.  PARTIAL INVALIDITY 



                    

If the Company defaults in the payment when due of any sum payable under this Instrument (howsoever determined) the liability
of the Company shall be increased to include interest on such sum from the date when such payment is due until the date of
actual payment at a rate per annum equal to the lesser of (i) five one hundredths of one per cent (0.05%) per day, not
compounded, or (ii) the maximum amount permitted by Applicable Laws. Such interest shall accrue from day to day and be
payable upon demand.  

Any notice to be given to or by the Warrant Holders for the purposes of this Instrument shall be given in accordance with the
provisions of paragraph 3 of Schedule 3.  
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19.  DEFAULT INTEREST 

20.  NOTICES 

21.  GOVERNING LAW AND DISPUTE RESOLUTION

21.1 This Instrument is governed by, and shall be construed in accordance with, the laws of Singapore. 

21.2 Any dispute, controversy or claim arising out of or in connection with this Instrument (a “Dispute”), including any question 
regarding its existence, validity, interpretation, breach or termination, shall be referred to and finally resolved by arbitration in
Singapore in accordance with the Arbitration Rules of the Singapore International Arbitration Centre for the time being in force,
which rules are deemed to be incorporated by reference in this clause.

21.3 The arbitral tribunal (“Tribunal”) shall consist of three (3) arbitrators. The Warrant Holders (acting by Written Consent) shall
appoint one (1) arbitrator and the Company and the Controlling Shareholders (acting jointly) shall appoint one (1) arbitrator. The
third arbitrator is to be jointly appointed by the first two (2) arbitrators and will act as the Chairman of the Tribunal. The
Chairman shall not be a citizen of the United States of America or Singapore. The seat of arbitration shall be Singapore. The
language of the arbitration proceedings shall be English. Any award of the Tribunal shall be final and binding on the parties from
the day it is made. The parties undertake to carry out the award without delay.

21.4 The Company and the Controlling Shareholders each agree that the documents which start any proceedings relating to a Dispute
(the “Proceedings”) and any other documents required to be served in relation to those Proceedings may be served on their legal 
advisers at the date of this Instrument, on their behalf and irrevocably appoints such advisers as their agents to accept service of
Proceedings (the “Process Agent”). These documents may, however, be served in any other manner allowed by law. This clause
applies to all Proceedings wherever started. If for any reason the Process Agent of the Company or the Controlling Shareholders
ceases to be able to act as such, the Company or such Warrant Holder shall immediately inform each other of this, and undertake
to appoint a substitute Process Agent, and to deliver to the Warrant Holders a copy of the substitute Process Agent’s acceptance 
of that appointment, within thirty (30) days of the original Process Agent ceasing to act as such. 



                    

23. COUNTERPARTS  

This Instrument may be executed in any number of counterparts each of which when executed and delivered shall be an original,
but all the counterparts together shall constitute one and the same instrument.  

This Instrument shall take effect as a deed poll.  
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22.  ANNOUNCEMENTS 

22.1 Subject to clause 22.1, no party may make or send a public announcement, communication or circular concerning this Instrument
or any transactions or matters contemplated in this Instrument unless it has first obtained the written consent of each of the other
parties (such consent not to be unreasonably withheld or delayed).

22.2 Clause 22.1 does not apply to a public announcement, communication or circular if it is required by law or a regulation of a
stock exchange provided that the party under such disclosure obligation uses its reasonable endeavours to consult with the other
parties prior to such disclosure and take into account the reasonable requirements of the other parties as to timing, content and
manner of making or despatch. 



                    

SCHEDULE 1 
INITIAL WARRANT HOLDERS AND INITIAL WARRANTS HELD  
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Name of Warrant Holders  Notice Address  Entitlement
Blizzard Entertainment International, a division of 
Coöperatie Activision Blizzard International U.A.  

 

Beechavenue 131 D  
1119 RB Schiphol-Rijk 
The Netherlands  
Fax: +31 20 715 7701 
Attention: Chief Executive Officer  

15 per cent. of the Fully 
Diluted Share Capital

     
Total:     15 per cent.



                    

SCHEDULE 2 
FORM OF WARRANT CERTIFICATE  

INFOCOMM ASIA HOLDINGS PTE. LTD.  

(Incorporated in the Republic of Singapore)  

WARRANT CERTIFICATE  

THIS IS TO CERTIFY that the Warrant Holder named below is the registered holder of Warrants which entitle the holder to 
subscribe in cash at the Purchase Price for such number of Warrant Shares representing the Entitlement specified below on the terms
set out in a warrant instrument entered into by way of deed poll by the Company and the Controlling Shareholders on [______] 2010
(the “Warrant Instrument”).  

This Certificate is issued pursuant to the Warrant Instrument. Words and expressions used in the Warrant Instrument have the same
meanings when used in this Certificate.  

Name of Warrant Holder: Blizzard Entertainment International, a division of Coöperatie Activision Blizzard International U.A.  

Address of Warrant Holder: Beechavenue 131 D, 1119 RB Schiphol-Rijk, The Netherlands 
Entitlement: 15 per cent. (of Fully Diluted Share Capital)  

Executed as a deed  

The Common Seal of  

INFOCOMM ASIA HOLDINGS PTE. LTD.  
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Certificate No: [______]  Date of Issue: [______]

 
Was affixed in the presence of:                     Signature of Director
  
                      Name of Director
  
                      Signature of Director/ Secretary
  
                      Name of Director/ Secretary



                    

THE WARRANTS ARE TRANSFERABLE PRIOR TO EXERCISE IN ACCORDANCE WITH THE PROVISIONS OF
THE WARRANT INSTRUMENT. A COPY OF THE WARRANT INSTRUMENT MAY BE OBTAINED ON REQUEST
FROM THE COMPANY AT ITS REGISTERED OFFICE. THE EXERCISE NOTICE AND FORM OF TRANSFER
PRINTED ON THE NEXT PAGE(S) FORM PART OF THIS CERTIFICATE.  

   

- 36 -



                    

FIRST SCHEDULE TO THE WARRANT CERTIFICATE 
EXERCISE NOTICE  

[To be printed on the back of the Certificate]  

To: The Directors  

Infocomm Asia Holdings Pte. Ltd.  

[Address]  

Date:  

[Note: Insert appropriate alternative]  

[Alternative A — With respect to a Listing — Warrant Shares][Subject to the occurrence of a Listing, we hereby exercise the 
Subscription Rights in respect of an Entitlement of [•]%, being [all][part] of the Warrants represented by this Warrant Certificate, to
subscribe for Warrant Shares on [the Listing Date]/[insert date up to 90 days after the Listing Date] and we undertake to pay the
aggregate Purchase Price in respect of such Warrant Shares on such date, by cheque or otherwise.  

We direct the Company to allot and issue the following Warrant Shares to the following proposed allottees:  

Share certificate(s) for the Warrant Shares should be sent by registered post to [ _______ ], marked for the attention of [______].]  

[Alternative B — With respect to a Change of Control or Asset Sale — Warrant Shares][Subject to the occurrence of a Change of 
Control or Asset Sale, we hereby exercise the Subscription Rights in respect of an Entitlement of [•]%, being [all][part] of the 
Warrants represented by this Warrant Certificate, to subscribe for Warrant Shares and we undertake to pay the aggregate Purchase
Price in respect of such Warrant Shares on the Exit Date (currently contemplated to be around [insert date]), by cheque or otherwise.  
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Warrant Shares relating to 
Entitlement in following percentage Name of Proposed Allottee Address of Proposed Allottee



                    

We direct the Company to allot and issue the following Warrant Shares to the following proposed allottees:  

Share certificate(s) for the Warrant Shares should be sent by registered post to [______ ], marked for the attention of [______].]  

[Alternative C — With respect to a Change of Control or Asset Sale — Cash Settlement] [Subject to the occurrence of a Change of 
Control or Asset Sale, we hereby exercise the Subscription Rights in respect of an Entitlement of [•]%, being [all][part] of the 
Warrants represented by this Warrant Certificate, to subscribe for Warrant Shares and request the Company to pay the Cash
Settlement Amount on the Exit Date in lieu of issuing the Warrant Shares into the following account:  

Details of Cash Settlement Account:  

[end of alternatives]  

Unless otherwise provided in the Warrant Instrument (including without limitation clause 4.2.4 thereof), once given this Exercise
Notice is irrevocable.  

Defined terms used herein, unless otherwise defined herein, shall have the same meaning as those in the Warrant Instrument dated
[ _____ ] (as amended and/or supplemented from time to time, “Warrant Instrument”) entered into by, inter alia, Infocomm Asia 
Holdings Pte. Ltd.  

Signed by ______) 
[Name of Warrant Holder])  

Signature of Director  

Name of Director  
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Warrant Shares relating to 
Entitlement in following percentage Name of Proposed Allottee Address of Proposed Allottee

  
Name of Beneficiary:  [__________]
   
Name of Bank:  [__________]
   
Bank Account Number:  [__________]
   
Sort code:  [__________]]



                    

SECOND SCHEDULE TO THE WARRANT CERTIFICATE 
FORM OF TRANSFER  

Date:  

Dear Sirs  

Warrant Instrument  

We refer to the Warrant Instrument entered into by, among others, Infocomm Asia Holdings Pte. Ltd. dated [_____ ] 2010 constituting 
warrants to subscribe for Ordinary Shares in Infocomm Asia Holdings Pte. Ltd. (as amended and/or supplemented from time to time) 
(the “Warrant Instrument”). Terms and expressions defined in and/or construed for the purpose of the Warrant Instrument have the 
same meaning when used herein.  

We hereby give notice that [name of Warrant Holder] (the “Transferring Warrant Holder”) is transferring Warrants representing an 
Entitlement of [ ______]% issued pursuant to the Warrant Instrument to [Name of transferee] (the “Transferee”).  

We represent and warrant that the transfer of the Warrant Instrument is (1) being made to a non U.S. person in accordance with the 
Securities Act or (2) if to a U.S. person, pursuant to an exemption from registration under the Securities Act and we have received an 
opinion of counsel confirming that such transfer is exempt from registration under the Securities Act.  

The Warrant Certificate of the Transferring Warrant Holder is enclosed for cancellation by you. Please would you issue a new 
Warrant Certificate to the Transferee in respect of the Warrants and Entitlement so transferred [and a new Warrant Certificate to the 
Transferring Warrant Holder in respect of the balance of the Warrants and Entitlement retained by the Transferring Warrant Holder]. 

Yours faithfully  

for and on behalf of 
[Name of Warrant Holder]  
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To: 

 

The Directors 
INFOCOMM ASIA HOLDINGS PTE. LTD. 
[Address]

    
    Other parties to the Warrant Instrument (as defined below)



                    

SCHEDULE 3 
REGISTER, TRANSFERS AND NOTICES  

2.       TRANSFERS  
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1.  REGISTER 
 
1.1  The Company shall keep the Register at the Registered Office and shall enter in the Register: 

 1.1.1 the name and address of the Warrant Holder for the time being;

 1.1.2 the number of Warrants held by the Warrant Holder (expressed in terms of Entitlement) and the number of Warrant Shares 
for which the Warrant Holder is entitled to subscribe pursuant to such Warrant(s) as adjusted in accordance with the 
Instrument from time to time;

 1.1.3 the date on which the name of the Warrant Holder is entered in the Register in respect of the Warrants registered in its 
name; and 

 1.1.4 the date on which each Warrant is exercised. 

1.2  Any change in the name or address of the Warrant Holder shall be notified to the Company by the Warrant Holder as soon as
reasonably practicable following such change, following which the Company shall update the Register accordingly. The Warrant
Holder or any person authorised by the Warrant Holder shall be entitled at all reasonable times during office hours upon one
(1) Business Day’s notice to inspect the Register and to take copies of or extracts from it.

1.3  The Company shall be entitled to treat the person whose name is shown in the Register as a Warrant Holder as the absolute
owner of a Warrant and, accordingly, shall not be bound (except as ordered by a court of competent jurisdiction or as required by
law) to recognise any equitable or other claim to, or interest in, such Warrant on the part of any other person whether or not it has
express or other notice of such claim or interest. 

1.4  The Warrant Holder shall be recognised by the Company as entitled to its Warrants free from any equity, set-off or cross-claim 
on the part of the Company against the original or any intermediate holder of such Warrants.

2.1  The Warrants are transferable in whole or in part to (i) related companies of Blizzard (as defined in Section 6 of the Act) and
(ii) such persons as are mutually agreed between the Company and the Warrant Holders (by Written Consent). 

2.2  Every transfer of a Warrant shall be made by an instrument of transfer in the form set out in the second schedule to the Warrant
Certificate or in any other form which may be approved from time to time by the Board.

2.3  The instrument of transfer of a Warrant shall be signed by or on behalf of the transferor but need not be signed by or on behalf of
the transferee. The transferor shall be deemed to remain the holder of the Warrant until the name of the transferee is entered in
the Register in respect of the Warrant. 



                    

3.3 A notice or other communication pursuant to paragraph 3.2 of this Schedule 3:  
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2.4  The Board may decline to recognise any transfer of a Warrant unless the relevant instrument of transfer is deposited at the
Registered Office accompanied by the Warrant Certificate to which it relates (or an indemnity in respect thereof) and such other
evidence as the Board may reasonably require to show the right of the transferor to make the transfer. The Board may waive
production of any Warrant Certificate upon production of satisfactory evidence of the loss or destruction of such instrument
together with such indemnity as it may reasonably require. Subject to the foregoing provisions of this paragraph, the Board may
not decline to recognise any instrument of transfer and must register the transfer of the Warrant(s) in accordance with this
Schedule 3. 

2.5  Any transfer of a Warrant which complies with this paragraph 2 shall be recorded in the Register promptly following receipt by
the Company of the relevant instrument of transfer. 

2.6  The Company shall not be entitled to charge any fee for the registration of a transfer of a Warrant or for the registration of any
other documents which in the reasonable opinion of the Board requires registration.

2.7  The registration of a transfer shall be conclusive evidence of the approval by the Board of the transfer. 

3.  NOTICES 

3.1  The Warrant Holder shall register with the Company an address to which notices can be sent and if the Warrant Holder fails so to
do, notice may be given to the Warrant Holder by sending the same by any of the methods referred to in paragraph 3.2 of this
Schedule 3 to its registered address.

3.2  Notices and other communications to the Warrant Holder and/or to the Company shall be in writing and may be given
personally, by courier, by post in a pre-paid envelope or by facsimile addressed:

 3.2.1 to the Warrant Holder at the address shown in the Register against its name (or at another address or fax number notified to 
the Company by the Warrant Holder for the purpose);

 3.2.2 to the Company at the Registered Office or fax number specified for the purpose by the Company; and 

 3.2.3 to the Controlling Shareholders to their respective addresses as shown in the list of parties at the beginning of this 
Instrument. 

 3.3.1 sent by post between different countries is deemed to have been given to, and received by, the intended recipient seventy-
two (72) hours after posting, if pre-paid as airmail.

 3.3.2 not sent by post but delivered by hand (which shall, for the avoidance of doubt, include delivery by courier) is deemed to 
have been given to, and received by, the intended recipient on the day it is left.
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 3.3.3 sent by fax to a fax number specified for the purpose by the intended recipient is deemed to have been given to, and 
received by, the intended recipient twenty-four (24) hours after it was sent.

3.4  Proof that an envelope containing the notice or document was properly addressed, pre-paid and posted or delivered is conclusive 
evidence that the notice or document was so sent or supplied. Proof that a notice or document sent by fax was properly addressed
and sent is conclusive evidence that the notice, document or information was so sent.

3.5  Any person who, whether by operation of law, transfer or other means whatsoever, becomes entitled to any Warrant shall be
bound by every notice properly given to the person from whom it derives his title to such Warrant. 

3.6  When a given number of days notice is required to be given, the day of service shall be included but the day upon which such
notice will expire shall not be included in calculating the number of days.



                    

SCHEDULE 4 
COMPETITORS OF BLIZZARD  

1. Atari  

2. Anipark  

3. Bandai Games  

4. Bungie  

5. Capcom  

6. Codemasters  

7. CCR  

8. CJ Internet  

9. Dragon Fly Games  

10. Disney and Disney Interactive  

11. Electronic Arts  

12. East Soft  

13. Flagship Studio  

14. Gamehi  

15. Gravity  

16. Hanbit Soft  

17. Konami  

18. JC Entertainment  

19. Lucas Arts  

20. Mgame  

21. Microsoft  

22. Namco  

23. Nintendo  

24. Midway  
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25. NC Soft  

26. Ndoors  

27. Neople  

28. Neowiz Games  

29. Nexon  

30. NHN  

31. NHN Games  

32. Ntreeve Soft  

33. Sony and Sony Online  

34. Sega  

35. SCi Games  

36. Square Enix Online  

37. T3 Entertainment  

38. Take 2  

39. THQ  

40. Ubisoft  

41. Valve  

42. Viacom (MTV Games)  

43. Webzen  

44. Wemade Entertainment  

45. Yedang Online  

46. YNK Korea  

47. The9 Ltd.  
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IN WITNESS WHEREOF this Instrument has been executed by the Company and the Controlling Shareholders as a deed poll and is
intended to be and is hereby delivered on the date first above written.  

Executed as a deed  

The Common Seal of 
INFOCOMM ASIA HOLDINGS PTE. LTD. 
Was affixed in the presence of  

                                         Signature of Director  

                                         Name of Director  

                                         Signature of Director/ Secretary  

                                         Name of Director/ Secretary  

[SIGNATURE PAGE TO WARRANT INSTRUMENT]  

   



                    

Executed as a deed 
The Common Seal of 
MANAGEMENT CAPITAL INTERNATIONAL LTD 
Was affixed in the presence of  

                                         Signature of Director  

                                         Name of Director  

                                         Signature of Director/ Secretary  

                                         Name of Director/ Secretary  

[SIGNATURE PAGE TO WARRANT INSTRUMENT]  

   

   



                    

Executed as a deed 
The Common Seal of 
CHINA INTERACTIVE LIMITED 
Was affixed in the presence of  

                                         Signature of Director  

                                         Name of Director  

                                         Signature of Director/ Secretary  

                                         Name of Director/ Secretary  

[SIGNATURE PAGE TO WARRANT INSTRUMENT]  

   

   



                    

L.S.  

in the presence of:  

[SIGNATURE PAGE TO WARRANT INSTRUMENT]  

   

    
EXECUTED AS A DEED BY    )
    
MR. ONG TOON WAH    )

   
    Signature of witness
  

  

    
    Name of witness
   

 

    
    Address of witness
   

 

    
    Occupation of witness
  

  



                    

Exhibit 4.46

THIS DEED OF AMENDMENT is entered into by way of deed poll on ___ 2010  

BY:  

INFOCOMM ASIA HOLDINGS PTE. LTD., a private limited liability company incorporated under the laws of Singapore 
(registered number 200414722H), whose registered office is at 28 Maxwell Road Red Dot Traffic #04-01 Singapore 069120 (the 
“Company”);  

MANAGEMENT CAPITAL INTERNATIONAL LTD, a limited liability company incorporated under the laws of the British 
Virgin Islands (registered number UF39947Z), whose registered office is at Portcullis Trustnet Chambers, P.O. Box 3444, Road
Town, Tortola, British Virgin Islands (“MCIL”);  

CHINA INTERACTIVE LIMITED, a limited liability company incorporated under the laws of the Marshall Islands (registered 
number UF36488Z), whose registered office is at Trust Company Complex, Ajeltake Road, Ajeltake Island, Majuro, Marshall Islands
MH 96960 (“CIL”); and  

MR. ONG TOON WAH, a citizen and resident of Singapore with identity card number S1713456F (the “Founder”).  

WHEREAS  

NOW THIS DEED WITNESSES as follows:  

   

(A)  By an instrument made by way of deed poll (as amended and/or supplemented from time to time, the “Instrument”) dated 30 
April 2010 constituting warrants to subscribe for shares in the Company, the Company issued Warrants conferring upon the
Warrant Holders, amongst other things, the right to subscribe for Warrant Shares in accordance with the terms of the Instrument.

(B)  This Deed is supplemental to the Instrument and is entered into by each of the Company and the Controlling Shareholders in
order to confirm certain amendments to the Instrument (including to the definition of Change of Control) required by, amongst
other matters, the proposed increase of Gigamedia’s shareholding in the Company to 80% of the issued share capital of the
Company (by the acquisition of all of the class A Shares held by CIL and IIPL (upon which all such class A Shares shall be 
converted to Ordinary Shares), the acquisition of all of the class B Shares held by Bodhi China and India Investments LLC, and
the subscription for 500,000 class B Shares). After conversion of the class A Shares to Ordinary Shares, Gigamedia shall transfer
1,777 of such Ordinary Shares to the Founder. 

1.  Terms defined in the Instrument shall have the same meaning in this Deed. The provisions of clauses 1.2 to 1.7 of the Instrument
shall apply to this Deed mutatis mutandis as if any reference therein to the Instrument were a reference to this Deed.



                    

   

2.  Each of the Company and the Controlling Shareholders hereby irrevocably agrees that:

 (a)  the definitions of “Raffles” and “Raffles Deed of Undertaking” and all references to Raffles in the Instrument shall be 
deleted. 

 (b)  the definition of Change of Control shall be deleted and replaced with the following:

  ““Change of Control” means the event or circumstance (including a transaction or series of transactions) where: (i) the 
Controlling Shareholders do not, or cease to, collectively legally and beneficially own (directly or indirectly) at least eleven per
cent (11%) of the Fully Diluted Share Capital free from Encumbrance; (ii) the Founder does not, or ceases to, beneficially own
(directly or indirectly) at least six point five per cent (6.5%) of the Fully Diluted Share Capital free from Encumbrance; (iii) any
person or persons (other than the Controlling Shareholders or Gigamedia), individually or collectively with their Affiliates or
other persons acting in concert with them, legally or beneficially, and directly or indirectly, own fifty per cent (50%) or more of
the Fully Diluted Share Capital; (iv) any person or persons (other than the Controlling Shareholders), individually or collectively
with their Affiliates or other persons acting in concert with them, legally or beneficially, and directly or indirectly, Control a
majority of the Board; or (v) Gigamedia, individually or collectively with its Affiliates or other persons acting in concert with it,
legally or beneficially, and directly or indirectly, owns more than eighty per cent (80%) of the Fully Diluted Share Capital. For
the purposes of this definition only, the term “Fully Diluted Share Capital” shall be construed (x) as if the language contained in 
the parenthetical set out in part (a) of the definition of “Fully Diluted Share Capital” were deleted from such definition and (y) in 
the case of section (v) of this definition, excluding all Shares which would be issued if all the outstanding Warrants for the time
being had been exercised to their maximum extent;”.

 (c)  the definition of Fully Diluted Share Capital shall be deleted and replaced with the following: 

   ““Fully Diluted Share Capital” means, as at the relevant time, the aggregate of:

 (a)  all Shares in issue, and with respect to Preference Shares, the number of such Shares in issue shall be calculated on an 
as Converted Basis, (but excluding all Shares which would be issued (i) to the public in the Listing or (ii) pursuant to 
a Change of Control to persons other than Blizzard or the Controlling Shareholders or Gigamedia); 

 (b)  all Shares which would be issued if all the outstanding Warrants for the time being had been exercised to their 
maximum extent; and

 (c)  all Shares which would be issued if all the Outstanding Options exercisable at the relevant time had been exercised in 
full;”. 



                    

   

 (d)  Clause 6.2 of the Instrument shall be deleted and replaced with the following:

 “6.2 In the case of a Change of Control or an Asset Sale, if a Warrant Holder does not exercise its rights under clauses 4.2,
4.3 or 4.5, appropriate adjustment acceptable to the Warrant Holders represented by a Written Consent shall be made
with respect to any unexercised Subscription Rights so that, after such adjustment, the total number of Warrant Shares
in respect of which the Subscription Rights will then be, or be capable of being, exercised will carry: 

 (a)  as nearly as possible (and in any event not less than) the same proportion (expressed as a percentage of the total 
number of votes exercisable on a poll in respect of all the Shares) of the votes;

 (b)  the same entitlement to participate (expressed as a percentage of the total entitlement conferred by all the Shares) in 
the profits and assets of the Company; and

 (c)  the same entitlement to receive value (expressed as a percentage of the total entitlement conferred by all the Shares) 
on the occurrence of an Exit Event, 

   as the total number of Warrant Shares which could have been subscribed pursuant to the Subscription Rights conferred by
the Warrants then outstanding would have had, had the Asset Sale or Change of Control not occurred (and the Warrant
Holders shall be entitled, upon request, to obtain an opinion at the Company’s expense from the Approved Audit Firm 
confirming the terms of such adjustment), and the other rights of such Warrant Holders under this Instrument shall be
adjusted and construed accordingly (in accordance with the terms of such Written Consent). For the avoidance of doubt, in
the case of any merger of the Company with another entity which results in a Change of Control, any adjustment to the
Subscription Rights of any Warrant Holder pursuant to this clause 6.2 shall be based on the Fully Diluted Share Capital of
the Company excluding all Shares issued pursuant to such merger to persons other than Blizzard or the Controlling
Shareholders or Gigamedia.”.

 (e)  Clause 10.1 of the Instrument shall be deleted and replaced with the following:

   “All or any of the rights for the time being attached to the Warrants (including the Subscription Rights) may from time to 
time (whether or not the Company is being wound up) be altered or abrogated with the sanction of the Warrant Holders (by
Written Consent) and shall be effected by an instrument by way of deed poll executed by the Company and the Controlling
Shareholders and expressed to be supplemental to this Instrument.”.

 (f)  Clause 13.7 of the Instrument shall be deleted and replaced with the following:

   “During the License Term and notwithstanding a Listing, the Founder shall:

 13.7.1 not cease to beneficially own (directly or indirectly) at least six point five per cent (6.5%) of the Fully Diluted Share 
Capital free from Encumbrance; 

 13.7.2 procure that no person or persons (other than the Controlling Shareholders or Gigamedia) will, individually or 
collectively with their Affiliates or other persons acting in concert, legally or beneficially, and directly or indirectly 
own fifty per cent (50%) or more of the Fully Diluted Share Capital;

 13.7.3 procure that no person or persons (other than the Controlling Shareholders) shall individually or collectively with 
their Affiliates or other persons acting in concert, legally or beneficially, and directly or indirectly, Control a majority 
of the Board; and 



                    

   

 13.7.4 procure that Gigamedia, individually or collectively with its Affiliates or other persons acting in concert, shall not 
legally or beneficially, and directly or indirectly, own more than eighty per cent (80%) of the Fully Diluted Share 
Capital. 

   For the purposes of this clause only, the term “Fully Diluted Share Capital” shall be construed (x) as if the language 
contained in the parenthetical set out in part (a) of the definition of “Fully Diluted Share Capital” were deleted from such 
definition and (y) in the case of clause 13.7.4 only, excluding all Shares which would be issued if all the outstanding
Warrants for the time being had been exercised to their maximum extent.”.

 (g)  Clause 13.8 of the Instrument shall be deleted and replaced with the following:

   “During the License Term and notwithstanding a Listing, each of the Controlling Shareholders shall procure that:

 13.8.1 the Controlling Shareholders shall not cease to beneficially own (directly or indirectly) at least eleven per cent (11%) 
of the Fully Diluted Share Capital free from Encumbrance;

 13.8.2 no person or persons (other than the Controlling Shareholders or Gigamedia) will, individually or collectively with 
their Affiliates or other persons acting in concert, legally or beneficially, and directly or indirectly, own fifty per cent 
(50%) or more of the Fully Diluted Share Capital;

 13.8.3 no person or persons (other than the Controlling Shareholders) will, individually or collectively with their Affiliates 
or other persons acting in concert, legally or beneficially, and directly or indirectly, Control a majority of the Board; 
and 

 13.8.4 Gigamedia, individually or collectively with its Affiliates or other persons acting in concert, shall not legally or 
beneficially, and directly or indirectly, own more than eighty per cent (80%) of the Fully Diluted Share Capital.

   For the purposes of this clause only, the term “Fully Diluted Share Capital” shall be construed (x) as if the language 
contained in the parenthetical set out in part (a) of the definition of “Fully Diluted Share Capital” were deleted from such 
definition and (y) in the case of clause 13.8.4 only, excluding all Shares which would be issued if all the outstanding
Warrants for the time being had been exercised to their maximum extent.”

3.  Each of the Controlling Shareholders hereby makes the representations and warranties set out in clause 13.1 of the Instrument to
the Warrant Holder (as if any reference therein to the Instrument included a reference to this Deed) and each of the Company and
the Controlling Shareholders hereby makes the representations and warranties set out in clause 13.2 of the Instrument to the
Warrant Holder (as if any reference therein to the Instrument included a reference to this Deed). 



                    

[Signature page follows]  

   

4.  Each of the Company and the Controlling Shareholders hereby represents and warrants that immediately after the increase of
Gigamedia’s shareholding in the Company to 80% of the issued share capital of the Company, the following Shares in the
Company will represent the total of: (i) the entire issued share capital of the Company; and (ii) all of those Shares in the capital
of the Company (excluding the Warrant Shares) which the Company is obliged to issue upon the exercise in full of all
Outstanding Options in existence at the date of this Deed:

   
Ordinary Shares  

 
1,050,000 (of which 450,000 shall be owned by MCIL, 1,777 shall be 
owned by the Founder and 598,223 shall be owned by Gigamedia)

5.  Class B Shares (on a Converted Basis) 1,208,881 (all of which shall be owned by Gigamedia)The Instrument, as amended and
supplemented by this Deed, shall continue in full force and effect.

6.  This Deed may be executed in any number of counterparts, which shall together constitute the same instrument. 

7.  This Deed is governed by, and shall be construed in accordance with, the laws of Singapore. Clauses 21.2 through 21.4
(inclusive) of the Instrument shall apply to this Deed mutatis mutandis as if any reference therein to the Instrument were a 
reference to this Deed. 



                    

IN WITNESS WHEREOF this Deed has been executed by the Company and the Controlling Shareholders as a deed poll and is
intended to be and is hereby delivered on the date first above written.  

The Common Seal of 
INFOCOMM ASIA HOLDINGS PTE. LTD. 
Was affixed in the presence of  

[SIGNATURE PAGE TO THE DEED OF AMENDMENT]  

   

Executed as a deed 

 
   __________________ Signature of Director
  
   __________________ Name of Director
  
   __________________ Signature of Director/Secretary
  
   __________________ Name of Director/ Secretary



                    

Executed as a deed 
The Common Seal of 
MANAGEMENT CAPITAL INTERNATIONAL LTD 
Was affixed in the presence of  

[SIGNATURE PAGE TO THE DEED OF AMENDMENT]  

   

 
   __________________ Signature of Director
  
   __________________ Name of Director
  
   __________________ Signature of Director/ Secretary
  
   __________________ Name of Director/ Secretary



                    

Executed as a deed 
The Common Seal of 
CHINA INTERACTIVE LIMITED 
Was affixed in the presence of  

[SIGNATURE PAGE TO THE DEED OF AMENDMENT]  

   

 
   __________________ Signature of Director
  
   __________________ Name of Director
  
   __________________ Signature of Director/ Secretary
  
   __________________ Name of Director/ Secretary



                    

L.S.  

in the presence of:  

[SIGNATURE PAGE TO THE DEED OF AMENDMENT]  

   

      
EXECUTED AS A DEED BY   )   
       
MR. ONG TOON WAH   )   

   
    Signature of witness
  

  

    
    Name of witness
   

 

    
    Address of witness
   

 

    
    Occupation of witness
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Dated ___ 2010  

INFOCOMM ASIA HOLDINGS PTE. LTD. 
(Singapore Company Registration Number 200414772H)  

as Chargor  

In favour of  

BLIZZARD ENTERTAINMENT INTERNATIONAL  

as Chargee  

SECURITY OVER SHARES AGREEMENT  

   

 

 

CLIFFORD CHANCE PTE LTD
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THIS AGREEMENT is made by way of deed on ___ 2010  

BETWEEN  

IT IS AGREED as follows:  

   

- 2 -

(1)  INFOCOMM ASIA HOLDINGS PTE. LTD. a company incorporated in Singapore with company registration number 
200414772H (the “Chargor”); and

(2)  Blizzard Entertainment International, a division of Coöperatie Activision Blizzard International U.A., a co-operative 
association, with its corporate seat in Amsterdam and office address at Beechavenue 131 D, 1119 RB Schiphol-Rijk, The 
Netherlands, registered with the Trade Register under number 34324431 (the “Chargee”).

1.  DEFINITIONS AND INTERPRETATION 
 
1.1  Definitions 

  In this Agreement: 

  “Act” means the Conveyancing and Law of Property Act, Chapter 61 of Singapore.

  “Charged Portfolio” means the Shares and the Related Assets.

  “Collateral Rights” means all rights, powers and remedies of the Chargee provided by this Agreement or by law.

  “Company” means Monsoon Online Pte. Ltd., a Singapore corporation with its principal place of business at 28 Maxwell Road
#04-01, Red Dot Traffic, Singapore 069120. 

  “Management Agreement” means the management agreement dated the date hereof between Chargee, the Chargor and the 
Company, as amended, varied, novated or supplemented from time to time).

  “Receiver” means a receiver or receiver and manager or administrative receiver of the whole or any part of the Charged
Portfolio. 

  “Related Assets” means all dividends, interest and other monies at any time payable at any time in respect of the Shares and all 
other rights, benefits and proceeds in respect of or derived from the Shares (whether by way of allotment, accretion, redemption,
bonus, preference, option, rights, substitution, conversion or otherwise) held by, to the order or on behalf of the Chargor at any
time. 

  “Secured Obligations” means the obligation of the Chargor to sell its Shares in the Company to the Chargee in accordance with
Clause 18 (Events of Default) of the Management Agreement but excludes any obligation or liability which, if it were included, 
would cause that obligation or liability or any of the Security in respect thereof, to be unlawful or prohibited by any applicable
law. 

  “Security” means the security created under or pursuant to or evidenced by this Agreement.

  “Shares” means all of the shares in the capital of the Company held by, to the order or on behalf of the Chargor at any time.
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1.2  Terms defined in the Management Agreement 

  Unless defined in this Agreement or the context otherwise requires, a term defined in the Management Agreement has the same
meaning in this Agreement or any notice given under or in connection with this Agreement.

1.3  Construction 

  Clause 1.2 of the Management Agreement will apply as if incorporated in this Agreement or in any notice given under or in
connection with this Agreement.

1.4  Third Party Rights 

  Unless otherwise expressly provided to the contrary in this Agreement, a person who is not a party to this Agreement has no
right under the Contracts (Rights of Third Parties) Act, Chapter 53B of Singapore to enforce or to enjoy the benefit of any term
of this Agreement. 

2.  CHARGE 

  The Chargor charges the Charged Portfolio as legal and beneficial owner and by way of first fixed charge, in favour of the
Chargee, and assigns and agrees to assign absolutely to the Chargee all its present and future rights, title and interest in and to the
Charged Portfolio, as continuing security for the payment and discharge of the Secured Obligations. 

3.  DEPOSIT OF CERTIFICATES, RELATED RIGHTS AND RELEASE
 
3.1  Deposit of certificates 

  The Chargor will immediately upon the execution of this Agreement (or upon coming into possession of the Chargor at any
time): 

 (a)  (in the case of Shares which are represented by share certificates) deposit (or procure there to be deposited) with the
Chargee all original certificates and other documents of title to the Shares, and share or stock transfer forms (executed in
blank by or on behalf of the Chargor) in respect of the Shares; and

 (b)  (in the case of Shares which are not represented by share certificates) deliver or cause to be delivered to the Chargee or any
other person as the Chargee may specify, all such documents, notices or instruments duly executed by the Chargor and/or
the relevant person or persons as may be required or deemed necessary by the Chargee to grant or create in favour of the
Chargee or its nominees a first-priority security interest by way of a charge in such Shares in accordance with any law as 
may be applicable to such Shares. 
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3.2  Related Assets 

  The Chargor shall, promptly upon the accrual, offer or issue of any Related Assets (in the form of stocks, shares, rights, warrants
or other securities) in which the Chargor has a beneficial interest, procure the delivery to the Chargee of: 

 (a)  (in the case of Related Assets which are represented by share certificates) (i) all original certificates and other documents of
title representing those Related Assets and (ii) such share or stock transfer forms or other instruments of transfer (executed
in blank by or on behalf of the Chargor) in respect of those Related Assets as the Chargee may request; and 

 (b)  (in the case of Related Assets which are not represented by share certificates) all such documents, notices or instruments
duly executed by the Chargor and/or the relevant person or persons as may be required or deemed necessary by the Chargee
to grant or create in favour of the Chargee or its nominees a first-priority security interest by way of a charge in the Related 
Assets in accordance with any law as may be applicable to such Shares.

3.3  Release 

  Upon the Chargee being satisfied that the Secured Obligations have been irrevocably discharged in full, the Chargee shall, at the
request and cost of the Chargor release all the security granted by this Agreement without recourse to, and without any
representations or warranties by, the Chargee or any of its nominee(s).

4.  VOTING RIGHTS AND DIVIDENDS 
 
4.1  Voting rights and dividends prior to an Event of Default

  Prior to the occurrence of an Event of Default, the Chargor shall:

 (a)  be entitled to retain all dividends, interest and other monies or distributions of an income nature arising from the Charged
Portfolio; and 

 (b)  subject to Clause 5.2ý(e) be entitled to exercise all voting rights in relation to the Charged Portfolio. 

4.2  Voting rights and dividends after an Event of Default

  Upon the occurrence of an Event of Default, the Chargee may, at its discretion, (in the name of the Chargor or otherwise and
without any further consent or authority from the Chargor):

 (a)  exercise (or refrain from exercising) any voting rights in respect of the Charged Portfolio; 

 (b)  apply all dividends, interest and other monies arising from the Charged Portfolio as though they were the proceeds of sale
under this Agreement; 

 (c)  transfer the Charged Portfolio into the name of the Chargee or such nominee(s) of the Chargee as it shall require; and

 (d)  exercise (or refrain from exercising) the powers and rights conferred on or exercisable by the legal or beneficial owner of
the Charged Portfolio and the right, in relation to any company whose shares or other securities are included in the Charged
Portfolio, to concur or participate in: 

 (i)  the reconstruction, amalgamation, sale or other disposal of such company or any of its assets or undertaking 
(including the exchange, conversion or reissue of any shares or securities as a consequence thereof), 

 (ii)  the release, modification or variation of any rights or liabilities attaching to such shares or securities, and

 (iii)  the exercise, renunciation or assignment of any right to subscribe for any shares or securities, 
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  in each case in the manner and on the terms the Chargee thinks fit, and the proceeds of any such action shall form part of the
Charged Portfolio. 

5.  CHARGOR’S REPRESENTATIONS AND UNDERTAKINGS
 
5.1  Representations 

  The Chargor makes the following representations and warranties to the Chargee and acknowledges that the Chargee has become
a party to this Agreement in reliance on these representations and warranties:

 (a)  Status 

 (i)  It is a corporation, duly incorporated and validly existing under the laws of Singapore. 

 (ii)  It and each of its subsidiaries has the power to own its assets and carry on its business as it is being conducted.

 (b)  Binding obligations 

   Subject to general equitable principles and insolvency and other laws generally applicable to creditors’ rights, the 
obligations expressed to be assumed by it in this Agreement are legal, valid, binding and enforceable obligations; and create
a first ranking security interest over the Charged Portfolio.

 (c)  Non-conflict with other obligations 

   The entry into and performance by it of, and the transactions contemplated by, this Agreement (including any transfer of the
Shares on creation or enforcement of the security constituted by this Agreement) do not and shall not: 

 (i)  conflict with: 

 (A)  any law or regulation applicable to it;
 
 (B)  its or any of its subsidiaries constitutional documents; or
 
 (C)  any agreement or instrument binding upon it, any of its subsidiaries or the Shares; or 

 (ii)  result in the existence of, or oblige it to create, any security over the Shares.

 (d)  Ranking 

   The security created by this Agreement has or will have first ranking priority and it is not subject to any prior ranking or
pari passu security. 

 (e)  Power and authority 

   It has the power to enter into, perform and deliver, and has taken all necessary action to authorise its entry into,
performance and delivery of, this Agreement and the transactions contemplated by this Agreement. 
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 (f)  Ownership of Shares 

   It is the sole legal and beneficial owner of the Charged Portfolio free and clear of all security interests save as created by
this Agreement and has not sold or disposed of or granted any options or pre-emption rights in respect of any of its right, 
title and interest, in the Charged Portfolio (other than as permitted under the Management Agreement) and all of the Shares
are validly issued, fully paid and are not subject to any options to purchase, pre-emption rights or similar rights or other 
restrictions upon disposal which would operate to restrict in any way their disposal by the Chargee should it come to
enforce its security over the Charged Portfolio contained in this Agreement.

 (g)  Authorisations 

   All authorisations required or desirable: 

 (i)  to enable it lawfully to enter into, exercise its rights and comply with its obligations under this Agreement; and

 (ii)  to make this Agreement admissible in evidence in Singapore and the jurisdiction of incorporation of each company 
whose shares are charged under this Agreement,

   have been obtained or effected and are in full force and effect.

 (h)  Deduction of Tax 

   It is not required to make any deduction for or on account of tax from any payment it may make under this Agreement.

 (i)  Winding-up 

   No corporate actions, legal proceedings or other procedure or steps have been taken in relation to, or notice given in respect
of, a composition, compromise, assignment or arrangement with any creditor of the Chargor or in relation to the suspension
of payments or moratorium of any indebtedness, winding-up, dissolution, administration, judicial management or 
reorganisation (by way of voluntary arrangement, scheme of arrangement or otherwise) of, or the appointment of an
administrator or judicial manager to, the Chargor and no such step is intended by the Chargor (save for the purposes of any
solvent re-organisation or reconstruction which has previously been approved by the Chargee). 

 (j)  Repetition 

   The representations set out in Clauses (a) (Status) to (i) (Winding-up) are deemed to be made by the Chargor by reference to 
the facts and circumstances then existing on each date until the security granted by this Agreement is released pursuant to
Clause 3.3 (Release). 
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5.2  Undertakings 

 (a)  Authorisations 

   The Chargor shall promptly:

 (i)  obtain, comply with and do all that is necessary to maintain in full force and effect; and 

 (ii)  supply certified copies to the Chargee of,

   any authorisation required under any law or regulation of any relevant jurisdiction to enable it to perform its obligations
under this Agreement and to ensure the legality, validity, enforceability or admissibility in evidence in any relevant
jurisdiction of this Agreement.

 (b)  Compliance with laws 

   The Chargor shall comply in all respects with all laws to which it may be subject, if failure so to comply would impair its
ability to perform its obligations under this Agreement.

 (c)  Disposals and Negative pledge 

   The Chargor shall not enter into a single transaction or a series of transactions (whether related or not) and whether
voluntarily or involuntarily, to sell, lease, transfer or otherwise dispose of the whole or any part of the Charged Portfolio
and will not create or permit to subsist any security interest on any part of the Charged Portfolio or otherwise deal with any
part of the Charged Portfolio, save as may be permitted under the Management Agreement. 

 (d)  Calls on Shares 

   The Chargor undertakes to pay all calls or other payments when due in respect of any part of the Charged Portfolio. If the
Chargor fails to make any such payment the Chargee may make that payment on behalf of the Chargor and any sums so
paid by the Chargee shall be reimbursed by the Chargor on demand together with interest on those sums. Such interest shall
be calculated from the due date up to the actual date of payment (after, as well as before, judgment) at a rate determined by
the Chargee in accordance with the rate referred to in Clause 11.5 (Interest on demands). 

 (e)  Voting Rights 

   The Chargor shall not exercise (and shall procure that any nominee acting on its behalf does not exercise) its voting rights
in relation to the Charged Portfolio in any manner, or otherwise permit or agree to, or concur or participate in any (i)
variation of the rights attaching to or conferred by all or any part of the Charged Portfolio (ii) increase in the issued share
capital of any company whose shares are charged pursuant to this Agreement (iii) exercise, renunciation or assignment of
any right to subscribe for any shares or securities or (iv) reconstruction, amalgamation, sale or other disposal of any
company or any of the assets of any company (including the exchange, conversion or reissue of any shares or securities as a
consequence thereof) whose shares are charged under this Agreement, which in the opinion of the Chargee would prejudice
the value of, or the ability of the Chargee to realise, the security created by this Agreement. 
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6.  FURTHER ASSURANCE 
 
6.1  Further assurance 

  The Chargor will promptly at its own cost do all such acts or execute all such documents (including assignments, transfers,
mortgages, charges, notices, instructions, shareholders’ agreements or resolutions amending or varying the constitutional
documents of any company whose shares are charged pursuant to this Agreement in respect of rights attaching to any of the
Shares) as the Chargee may specify (and in such form as the Chargee may require in favour of the Chargee or its nominee(s)) for
the purpose of exercising the Collateral Rights or perfecting the Security created or intended to be created in respect of the
Charged Portfolio (which may include the execution by the Chargor of a mortgage, charge or assignment over all or any of the
assets constituting, or intended to constitute, the Charged Portfolio) or for the exercise of the rights, powers and remedies of the
Chargee provided by or pursuant to this Agreement or by law in each case in accordance with the rights vested in it under this
Agreement. 

6.2  Registration and stamp duty 

  The Chargor shall promptly after the execution of this Agreement (and, in any case within the time period prescribed by
applicable law): 

 (a)  cause Singapore stamp duty to be paid on this Agreement in the amount prescribed by law; and 

 (b)  cause particulars of this Agreement to be submitted for registration at the Accounting and Regulatory Authority of
Singapore. 

7.  POWER OF ATTORNEY 
 
7.1  Appointment and powers 

  The Chargor by way of security irrevocably appoints the Chargee and any Receiver severally to be its attorney and in its name,
on its behalf and as its act and deed to execute, deliver and perfect all documents and do all things which the attorney may
consider to be required or desirable for: 

 (a)  carrying out any obligation imposed on the Chargor by this Agreement or any other agreement binding on the Chargor to
which the Chargee is a party (including the execution and delivery of any deeds, charges, assignments or other security and
any transfers of the Charged Portfolio); and 

 (b)  enabling the Chargee to exercise, or delegate the exercise of, all or any of the Collateral Rights; 

 (c)  enabling any Receiver to exercise, or delegate the exercise of, any of the rights, powers and authorities conferred on them
by or pursuant to this Agreement or by law. 

7.2  Ratification 

  The Chargor hereby declares that such power of attorney has been given for valuable consideration and shall remain irrevocable
for so long as any part of the Secured Obligations remains outstanding. The Chargor hereby ratifies and confirms and agrees to
ratify and confirm all things done or purported to be done and all documents executed by any attorney in the exercise or
purported exercise of all or any of his powers, authorities and discretions referred to in Clause 7.1 (Appointment and powers) 
above. Any attorney referred to in this Clause 7 may enjoy the benefit or enforce the terms of this Clause in accordance with the
provisions of the Contracts (Rights of Third Parties) Act, Chapter 53B of Singapore.
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8.  SECURITY ENFORCEMENT
 
8.1  Time for Enforcement 

  On and at any time after the failure of the Chargor to comply with its obligations under Clause 18, including Clause 18.2.2, of
the Management Agreement or if the Chargor requests the Chargee to exercise any of its powers under this Agreement or if a
petition or application is presented for the making of a judicial management in relation to the Chargor or if any person gives
written notice of its intention to appoint a judicial manager of the Chargor or files such a notice with the court, the security
created by or pursuant to this Agreement is immediately enforceable and the Chargee may, without notice to the Chargor or prior
authorisation from any court, in its absolute discretion:

 (a)  secure and perfect its title to all or any part of the Charged Portfolio (including transferring the Charged Portfolio into the
name of the Chargee or its nominees); 

 (b)  enforce all or any part of the Security (at the times, in the manner and on the terms it thinks fit) and take possession of and
hold, sell, or otherwise dispose of all or any part of the Charged Portfolio (at the time, in the manner and on the terms it
thinks fit); and 

 (c)  whether or not it has appointed a Receiver, exercise all or any of the powers, authorisations and discretions conferred by the
Act (as varied or extended by this Agreement, but free from the restrictions imposed by Section 25 thereof) on chargees and
by this Agreement on any Receiver or otherwise conferred by law on mortgagees or Receivers. 

8.2  Power of sale 

 (a)  After the security created by this Agreement has become enforceable in accordance with Clause 8.1 (Time for enforcement), 
the Chargee shall be entitled, without prior notice to the Chargor or prior authorisation from any court, to sell or otherwise
dispose of all or any part of the Charged Portfolio (at the times, in the manner and on the terms it thinks fit). The Chargee
may apply the proceeds of any part of that sale or other disposal in paying the costs of that sale or disposal. 

 (b)  The security created by this Agreement shall become immediately enforceable and the power of sale and other powers
conferred by the Act and/or this Agreement shall arise and may be immediately exercised after the security created by this
Agreement has become enforceable in accordance with Clause 8.1 (Time for enforcement). 
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 (c)  The powers conferred by this Agreement in relation to the Charged Portfolio or any part thereof on the Chargee shall be in
addition to and not in substitution for the powers conferred on mortgagees under the Act, which shall apply to the security
created by this Agreement except insofar as they are expressly or impliedly excluded. Where there is any ambiguity or
conflict between the powers contained in the Act and those conferred by this Agreement as aforesaid or where the powers
or protections in this Agreement are more extensive or less restricted than those provided by the Act, then the terms of this
Agreement shall prevail to the extent permitted by law. 

 (d)  Section 21 of the Act shall not apply to this Agreement.

 (e)  A certificate in writing by an officer or agent of the Chargee that any power of sale or other disposal has arisen and is
exercisable shall be conclusive evidence of that fact, in favour of a purchaser of all or any part of the Charged Portfolio. No
person dealing with the Chargee shall be concerned to enquire whether any event has happened upon which any of the
powers, authorities and discretions conferred by or pursuant to this Agreement in relation to such property or any part
thereof are or may be exercisable by the Chargee or otherwise as to the propriety or regularity of acts purporting or intended
to be in exercise of any such powers. 

8.3  Chargee’s liability 

  Neither the Chargee nor any Receiver will be liable to account as mortgagee or mortgagee in possession in respect of the
Charged Portfolio or be liable for any loss upon realisation or for any neglect or default of any nature whatsoever in connection
with the Charged Portfolio for which a mortgagee or mortgagee in possession might as such be liable. 

9.  RECEIVERS 
 
9.1  Appointment and removal 

  At any time after having been requested to do so by the Chargor or after this Agreement becomes enforceable in accordance with
Clause 8 (Security Enforcement), the Chargee may by deed or otherwise (acting through an authorised officer of the Chargee),
without prior notice to the Chargor:

 (a)  appoint one or more persons to be a Receiver of the whole or any part of the Charged Portfolio; 

 (b)  appoint one or more Receivers of separate parts of the Charged Portfolio respectively;

 (c)  remove (so far as it is lawfully able) any Receiver so appointed; and

 (d)  appoint another person(s) as an additional or replacement Receiver(s).
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9.2  Capacity of Receivers 

  Each person appointed to be a Receiver pursuant to Clause 9.1 (Appointment and removal) will be: 

 (a)  entitled to act individually or together with any other person appointed or substituted as Receiver; 

 (b)  for all purposes deemed to be the agent of the Chargor which shall be solely responsible for his acts, defaults and liabilities
and for the payment of his remuneration and no Receiver shall at any time act as agent for the Chargee; and 

 (c)  entitled to remuneration for his services at a rate to be fixed by the Chargee from time to time (without being limited to the
maximum rate specified by the Act). 

9.3  Statutory powers of appointment

  The powers of appointment of a Receiver shall be in addition to all statutory and other powers of appointment of the Chargee
under the Act (as extended by this Agreement) or otherwise and such powers shall remain exercisable from time to time by the
Chargee in respect of any part of the Charged Portfolio.

9.4  Powers of Receivers 

  Every Receiver shall (subject to any restrictions in the instrument appointing him but notwithstanding any winding-up or 
dissolution of the Chargor) have and be entitled to exercise, in relation to the Charged Portfolio in respect of which he was
appointed, and as varied and extended by the provisions of this Agreement (in the name of or on behalf of the Chargor or in his
own name and, in each case, at the cost of the Chargor):

 (a)  all the powers conferred by the Act on mortgagors and on mortgagees in possession and on receivers appointed under that
Act; 

 (b)  all the powers of a receiver appointed under the Companies Act, Chapter 50 of Singapore; 

 (c)  all the powers and rights of an absolute owner and power to do or omit to do anything which the Chargor itself could do or
omit to do; 

 (d)  the power to delegate (either generally or specifically) the powers, authorities and discretions conferred on it by this
Agreement (including the power of attorney) on such terms and conditions as it shall see fit which delegation shall not
preclude either the subsequent exercise any subsequent delegation or any revocation of such power, authority or discretion
by the Receiver itself; and

 (e)  the power to do all things (including bringing or defending proceedings in the name or on behalf of the Chargor) which
seem to the Receiver to be incidental or conducive to:

 (i)  any of the functions, powers, authorities or discretions conferred on or vested in him; 

 (ii)  the exercise of any rights, powers and remedies of the Chargee provided by or pursuant to this Agreement or by law 
(including realisation of all or any part of the Charged Portfolio); or

 (iii)  bringing to his hands any assets of the Chargor forming part of, or which when got in would be, Charged Portfolio.
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9.5  Consideration 

  The receipt of the Chargee or any Receiver shall be a conclusive discharge to a purchaser and, in making any sale or disposal of
any of the Charged Portfolio or making any acquisition, the Chargee or any Receiver may do so for such consideration, in such
manner and on such terms as it thinks fit. 

9.6  Protection of purchasers 

  No purchaser or other person dealing with the Chargee or any Receiver shall be bound to inquire whether the right of the
Chargee or such Receiver to exercise any of its powers has arisen or become exercisable or be concerned with any propriety or
regularity on the part of the Chargee or such Receiver in such dealings.

9.7  Discretions 

  Any liberty or power which may be exercised or any determination which may be made under this Agreement by the Chargee or
any Receiver may be exercised or made in its absolute and unfettered discretion without any obligation to give reasons.

10.  EFFECTIVENESS OF COLLATERAL 
 
10.1 Collateral Cumulative 

  The collateral constituted by this Agreement and the Collateral Rights shall be cumulative, in addition to and independent of
every other security which the Chargee may at any time hold for the Secured Obligations or any rights, powers and remedies
provided by law. No prior security held by the Chargee over the whole or any part of the Charged Portfolio shall merge into the
collateral constituted by this Agreement. 

10.2 No Waiver 

  No failure to exercise, nor any delay in exercising, on the part of the Chargee, any right, power or remedy of the Chargee
provided by this Agreement or by law shall operate as a waiver, nor shall any single or partial exercise of that right, power or
remedy prevent any further or other exercise of that or any other right, power or remedy of the Chargee provided by this
Agreement or by law. 

10.3 Illegality, Invalidity, Unenforceability 

  If, at any time, any provision of this Agreement is or becomes illegal, invalid or unenforceable in any respect under the law of
any jurisdiction, neither the legality, validity or enforceability of the remaining provisions of this Agreement nor the legality,
validity or enforceability of such provision under the law of any other jurisdiction will in any way be affected or impaired.

10.4 No liability 

  None of the Chargee, its nominee(s) or any receiver appointed pursuant to this Agreement shall be liable by reason of (a) taking
any action permitted by this Agreement or (b) any neglect or default in connection with the Charged Portfolio or (c) the taking
possession or realisation of all or any part of the Charged Portfolio, except in the case of gross negligence or wilful default upon
its part. 
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10.5 Continuing security 

 (a)  The Security from time to time constituted by this Agreement is a continuing security and will remain in full force and
effect as a continuing security until released or discharged by the Chargee.

 (b)  No part of the Security from time to time constituted by this Agreement will be considered satisfied or discharged by any
intermediate payment, discharge or satisfaction of the whole or any part of the Secured Obligations. 

10.6 Immediate recourse 

  The Chargor waives any right it may have of first requiring the Chargee to proceed against or enforce any other rights or Security
or claim payment from any person before claiming from the Chargor under this Agreement. This waiver applies irrespective of
any law or any provision of this Agreement to the contrary.

10.7 Avoidance of Payments 

  Notwithstanding Clause 3.3 (Release) if the Chargee considers that any amount paid or credited to it is capable of being avoided
or reduced by virtue of any bankruptcy, insolvency, liquidation or similar laws the liability of the Chargor under this Agreement
and the security constituted by this Agreement shall continue and that amount shall not be considered to have been irrevocably
paid. 

10.8 No prejudice 

  The Security created by or pursuant to this Agreement and the rights, powers and remedies of the Chargee provided by or
pursuant to this Agreement or by law shall not be prejudiced by any unenforceability or invalidity of any other agreement or
document or by any time or indulgence granted to the Chargor or any other person by the Chargee or by any other thing which
might otherwise prejudice the Security or any rights, powers and remedies of the Chargee provided by or pursuant to this
Agreement or by law. 

11.  EXPENSES, STAMP TAXES, INDEMNITY 
 
11.1 Expenses 

  The Chargor shall promptly on demand pay the Chargee the amount of all costs and expenses (including legal fees) reasonably
incurred by the Chargee in connection with the completion of the transactions and perfection of the security contemplated in this
Agreement. Subject to the foregoing, each Party shall pay its own costs and expenses of and incidental to the negotiation,
preparation and execution by it of this Agreement. 

11.2 Enforcement expenses 

  The Chargor shall, within three business days of demand pay to the Chargee the amount of all costs and expenses (including
legal fees) on a full indemnity basis reasonably incurred by it in connection with the exercise, preservation and/or enforcement of
any of the rights, powers or remedies of the Chargee or the Security or any proceedings instituted by or against the Chargee as a
consequence of taking or holding the Security or of enforcing any rights, powers or remedies of the Chargee. 
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11.3 Stamp Taxes 

  The Chargor shall pay all stamp, registration and other taxes to which this Agreement, the Security or any judgment given in
connection with it is or at any time may be subject and shall, from time to time, indemnify the Chargee on demand against any
liabilities, costs, claims and expenses resulting from any failure to pay or delay in paying any such tax. 

11.4 Indemnity 

  The Chargor shall, notwithstanding any release or discharge of all or any part of the security, indemnify the Chargee, its
attorneys and any Receiver against any action, proceeding, claims, losses, liabilities and costs which it may sustain as a
consequence of any breach by the Chargor of the provisions of this Agreement, the exercise or purported exercise of any of the
rights and powers conferred on them by this Agreement or otherwise relating to the Charged Portfolio. 

11.5 Interest on demands 

  If the Chargor fails to pay any sum on the due date for payment of that sum the Chargor shall pay interest on any such sum
(before and after any judgment and to the extent interest at a default rate is not otherwise being paid on such sum) from the date
seven (7) days after the date of demand until the date of payment at a rate per annum equal to the lesser of (i) five one hundredths
of one per cent (0.05%) per day, not compounded, or (ii) the maximum amount permitted by Applicable Laws. 

11.6 Payments Free Of Deduction 

  All payments to be made to the Chargee under this Agreement shall be made free and clear of and without deduction for or on
account of tax unless the Chargor is required to make such payment subject to the deduction or withholding of tax, in which case
the sum payable by the Chargor in respect of which such deduction or withholding is required to be made shall be increased to
the extent necessary to ensure that, after the making of such deduction or withholding, the person on account of whose liability to
tax such deduction or withholding has been made receives and retains (free from any liability in respect of any such deduction or
withholding) a net sum equal to the sum which it would have received and so retained had no such deduction or withholding
been made or required to be made.

12.  APPLICATION OF PROCEEDS
 
12.1 Fee and Expense 

  All moneys received or recovered by the Chargee or any Receiver pursuant to this Agreement or the powers conferred by it shall
(subject to the claims of any person having prior rights thereto and by way of variation of the provisions of the Act) be applied
first in the payment of the costs, charges and expenses incurred and payments made by the Receiver, the payment of his
remuneration and the discharge of any liabilities incurred by the Receiver in, or incidental to, the exercise of any of his powers
and thereafter shall be applied by the Chargee in accordance with the order of application agreed between the Chargee and the
Chargor. 
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12.2 Surplus 

  Any surplus shall be applied in payment to the person or persons entitled thereto.

13.  OTHER SECURITY INTERESTS 
 
13.1 Redemption or transfer 

  In the event of any action, proceeding or step being taken to exercise any powers or remedies conferred by any prior ranking
security in case of exercise by the Chargee or any Receiver of any power of sale under this Agreement the Chargee may redeem
such prior security or procure the transfer thereof to itself.

13.2 Accounts 

  The Chargee may settle and pass the accounts of the prior security and any accounts so settled and passed will be conclusive and
binding on the Chargor. 

13.3 Costs of redemption or transfer

  All principal monies, interest, costs, charges and expenses of and incidental to any redemption or transfer will be paid by the
Chargor to the Chargee on demand together with accrued interest thereon (after as well as before judgment) at the rate set out in
Clause 11.5 (Interest on demands) from the time or respective times of the same having been paid or incurred until payment 
thereof (after as well as before judgment). 

14.  CALCULATIONS AND CERTIFICATES 

14.1 Accounts 

  In any litigation or arbitration proceedings arising out of or in connection with this Agreement, the entries made in the accounts
maintained by the Chargee are prima facie evidence of the matters to which they relate.

14.2 Certificates and Determinations

  Any certification or determination by the Chargee of a rate or amount under this Agreement is, in the absence of manifest error,
conclusive evidence of the matters to which it relates.

15.  ASSIGNMENT 

15.1 Permitted Successors 

  This Agreement shall be binding upon and shall inure to the benefit of each party and its direct or subsequent legal successors,
permitted transferees and assigns.

15.2 Chargee Successors 

  This Agreement shall remain in effect despite any amalgamation or merger (however effected) relating to the Chargee; and
references to the Chargee shall include any assignee or successor in title of the Chargee and any person who, under the laws of
its jurisdiction of incorporation or domicile, has assumed the rights and obligations of the Chargee under this Agreement or to
which, under such laws, those rights and obligations have been transferred.



                    

THIS AGREEMENT has been executed as a deed by the Chargor and Chargee and is delivered by it on the date specified above.  
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16.  NOTICES 

  All communication to be made under or in connection with this Agreement shall be made in accordance with Clause 27 (Notices) 
of the Management Agreement.

17.  WAIVERS AND COUNTERPARTS 
 
17.1 Waivers 

  No waiver by the Chargee of any of its rights under this Agreement shall be effective unless given in writing. 

17.2 Counterparts 

  This Agreement may be executed in any number of counterparts, and this has the same effect as if the signatures on the
counterparts were on a single copy of this Agreement.

18.  LAW 

  This Agreement is governed by Singapore law. 

19.  ENFORCEMENT 

 (a)  The courts of Singapore have exclusive jurisdiction to settle any dispute, controversy or claim arising out of or in
connection with this Agreement (including a dispute relating to the existence, validity, interpretation, breach or termination
of this Agreement or the consequences of its nullity) (a “Dispute”).

 (b)  The parties agree that the courts of Singapore are the most appropriate and convenient courts to settle disputes and
accordingly no party will argue to the contrary.

 (c)  This Clause 19 is for the benefit of the Chargee only. As a result and notwithstanding paragraph (a) above, it does not
prevent the Chargee from taking proceedings relating to a Dispute in any other courts with jurisdiction. To the extent
allowed by law, the Chargee may take concurrent proceedings in any number of jurisdictions. 

20.  PROCESS AGENT 

  Chargor agrees that the documents which start any proceedings relating to a Dispute (the “Proceedings”) and any other 
documents required to be served in relation to those Proceedings may be served on its advisers at the date of this Agreement, on
its behalf and irrevocably appoints such advisers as its agent to accept service of Proceedings (the “Process Agent”). These 
documents may, however, be served in any other manner allowed by law. This clause applies to all Proceedings wherever
started. If for any reason the Process Agent of the Chargor ceases to be able to act as such, the Chargor shall immediately inform
the Chargee of this, and undertakes to appoint a substitute Process Agent, and to deliver to the Chargee a copy of the substitute
Process Agent’s acceptance of that appointment, within thirty (30) days of the original Process Agent ceasing to act as such.



                    

EXECUTION PAGE  
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Chargor    
     
The COMMON SEAL of    )  
INFOCOMM ASIA HOLDINGS PTE. LTD.  )  
was affixed hereto in accordance    )  
with the Articles of Association of    )  
the company.    )  
  
  

Director   
   
  

Director / Secretary  



                    

Witness:  

Name of witness: 
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Occupation of witness:  
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Chargee 
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as a DEED by:  )
for and on behalf of:  ) L.S.
BLIZZARD ENTERTAINMENT INTERNATIONAL )
a division of Coöperatie Activision )
Blizzard International U.A.  )
in the presence of:  Name: 
   Title: 
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THIS DEED OF UNDERTAKING (this “Deed”) is dated as of ____, 2010 by:  

Gigamedia Asia Pacific Limited, a limited liability company incorporated under the laws of the British Virgin Islands (IBC number
1068168), whose registered office is at Overseas Management company Trust (B.V.I.) Ltd., OMC Chambers, P.O. box 3152, Road
Town, Tortola, British Virgin Islands (the “Preference Shareholder”)  

in favour of  

Blizzard Entertainment International, a division of Coöperatie Activision Blizzard International U.A., a co-operative association, 
with its corporate seat in Amsterdam and office address at Beechavenue 131 D, 1119 RB Schiphol-Rijk, The Netherlands, registered 
with the Trade Register under number 34324431 (“Blizzard”).  

WHEREAS:  

“Affiliate” means, in relation to a first person, a second person who Controls, is Controlled by or under common Control with,
the first person;  

“Applicable Laws” means, as to any person, any law, statute, rule, regulation, notice, order, policy, or determination of an
arbitrator or a court or other government authority or stock exchange, in each case applicable or binding upon such person or any
of its properties or to which such person or any of its properties is subject or pertaining to any or all of the transactions
contemplated or referred to herein;  

“Articles of Association” means the articles of association of the Company, as in force from time to time;  

“Business Day” means a day (other than a Saturday or Sunday or public holiday) when banks are open for general business in
the United States of America or Singapore;  

“Class B Issue Price” means US$20.00 for each Class B Share;  
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(A)  The Preference Shareholder is a shareholder of the Company, which in turn owns 100% of the shares in Monsoon.

(B)  Blizzard has agreed to license certain game products to Monsoon in accordance with the terms of the Legacy Distribution
Agreement and the SCII Licence and Distribution Agreement and related transaction documents. 

(C)  In connection with the grant of the licences by Blizzard to Monsoon, the Company will grant warrants to Blizzard to subscribe
for shares in the Company in accordance with the terms of the Warrant Instrument.

(D)  The Preference Shareholder has agreed to give certain undertakings in favour of Blizzard as set out in this Deed. 

1.  DEFINITIONS 

1.1  In this Deed: 



                    

“Class B Shares” means redeemable, convertible, preference shares in the capital of the Company, each bearing the terms and
conditions set out in the Shareholders’ Agreement and the Articles of Association;  

“Company” means Infocomm Asia Holdings Pte. Ltd., a private limited liability company incorporated under the laws of
Singapore (registered number 200414722H), whose registered office is at 28 Maxwell Road Red Dot Traffic #04-01 Singapore 
069120;  

“Control” means:  

and to “Control” or to be “Controlled” shall be construed accordingly;  

“Legacy Distribution Agreement” means the Distributor Agreement entered into by and among Blizzard Entertainment 
International, Monsoon and the Company on January 12, 2010, under which Blizzard Entertainment International licenses
Monsoon to market and distribute certain game products titled, inter alia, “World of Warcraft”, “Warcraft 3”, “Diablo 2” and 
“Starcraft”, as supplemented, varied, amended or replaced from time to time;  

“Licence Agreements” means both the Legacy Distribution Agreement and the SCII Licence and Distribution Agreement, and 
“Licence Agreement” means any one of them as the context requires;  

“Licence Term” means the date on which both of the Licence Agreements have been terminated or have expired, provided that
if Blizzard or any of its Affiliates enters into any other licence agreements with Monsoon or the Company or any of their
Affiliates, then the Licence Term shall be deemed to be extended to the extent of any such extension or new licence agreement
term;  

“Preference Dividends” means the non-cumulative dividend in respect of the Class B Shares of such amount, on such date and
on such terms as determined in accordance with the Articles of Association;  
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 (a)  the power (whether directly or indirectly and whether by the ownership of share capital, the possession of voting power,
contract or otherwise) to appoint and/or remove all or such of the members of the board or other governing body of a
person as are able to cast a majority of the votes capable of being cast by the members of that board or body on all, or
substantially all, matters, or otherwise to control or have the power to control the policies and affairs of that person; and/or

 (b)  the holding and/or possession of the beneficial interest in and/or the ability to exercise the voting rights applicable to shares
or other securities in any person (whether directly or by means of holding such interests in one or more other persons)
which confer in aggregate on the holders thereof more than fifty per cent (50%) of the total voting rights exercisable at
general meetings of that person, 



                    

“Redemption Amount” means, in relation to any Class B Shares, 100 per cent. of the Class B Issue Price of that share plus
interest accrued at the rate of 10 per cent. per annum compounded annually, less any declared and paid dividends thereon;  

“SCII Licence and Distribution Agreement” means the License and Distribution Agreement to be entered into by and among
Blizzard Entertainment International, Monsoon and the Company, under which Monsoon agrees to market and distribute the
videogame software entitled “Starcraft II”;  

“Shareholders’ Agreement” means the shareholders’ agreement dated 2 February 2007 by, among others, the Company, 
Management Capital International Ltd, Infocomm Investments Pte Ltd, the Preference Shareholder and such other shareholder of
the Company from time to time who has executed a deed of adherence to the terms of the shareholders’ agreement, and as 
supplemented, varied, amended or replaced from time to time; and  

“Warrant Instrument” means the warrant instrument in respect of the Company dated on or around the date of this Deed.  
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1.2  The headings in this Deed do not affect its interpretation.

1.3  In this Deed, a reference to: 

 1.3.1 a clause, paragraph or schedule, unless specifically provided otherwise, is a reference to a clause or paragraph of, or 
schedule to, this Deed; 

 1.3.2 a “person” includes a reference to a corporation, body corporate, association or partnership, individual, and to that person’s 
legal personal representatives, successors and assigns;

 1.3.3 any statutory provision or statute includes all modifications thereto and all re-enactments (with or without modification) 
thereof and all subordinate legislation made thereunder, in each case for the time being in force, except where the context 
requires otherwise; 

 1.3.4 the singular includes the plural and vice versa (unless the context requires otherwise);

 1.3.5 words incorporating one gender shall include each gender; and

 1.3.6 a reference to a written agreement includes a reference to such agreement as may be amended or supplemented from time 
to time in accordance with its terms. 



                    

The Preference Shareholder undertakes in favour of Blizzard, during the Licence Term, as follows:  

The Preference Shareholder represents and warrants to Blizzard that:  

The Preference Shareholder acknowledges and confirms that during the term of this Deed:  
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2.  PREFERENCE SHAREHOLDER’S UNDERTAKING

2.1  not to exercise any right to require the Company to redeem in cash the Class B Shares, whether pursuant to a right of the
Preference Shareholder under the Shareholders’ Agreement or under the Articles of Association; 

2.2  to use its voting power to amend the terms of the Shareholders’ Agreement and the Articles of Association in a manner 
consistent with the undertaking set out in Clause 2.1 above;

2.3  after the amendments referred to in Clause 2.2 above have been made, not to use its voting power to further amend the terms of
the Shareholders’ Agreement and the Articles of Association in a manner inconsistent with the undertaking set out in Clause 2.1
above; 

2.4  that it acknowledges that, upon a conversion of the Class B Shares into Ordinary Shares, it has no entitlement to and will not
claim against the Company any Preference Dividends, the Redemption Amount or any accrued interest in connection with the
same; and 

2.5  that it shall procure that any transferee of the Class B shares held by it on the date hereof shall give an undertaking in favour of
Blizzard substantially in the form hereof as a condition of any transfer of such Class B Shares. 

3.  REPRESENTATIONS AND WARRANTIES 

 3.1.1 it is a company duly incorporated and validly existing under the laws of the British Virgin Islands and has and will have the 
necessary power to enable it to enter into and perform its obligations under this Deed;

 3.1.2 this Deed constitutes its legal, valid and binding obligations, enforceable against it in accordance with its terms;

 3.1.3 all necessary authorisations to enable it to enter into this Deed have been obtained and are and will remain in full force and 
effect; and 

 3.1.4 the execution, delivery and performance of this Deed will not conflict with (a) any agreement binding on it or any of its 
assets; (b) its constitutive documents; or (c) any applicable law. 

4.  BENEFIT FOR BLIZZARD AND REASONABLENESS

4.1  each of the undertakings contained in this Deed is being granted in favour of Blizzard and for the benefit of Blizzard; and

4.2  the provisions of this Deed are reasonable and necessary to protect the interests of Blizzard.



                    

If the Preference Shareholder fails to comply with its undertakings in this Deed, Blizzard may take proceedings to enforce
specific performance of this Deed. Nothing in this Deed shall preclude Blizzard from taking other steps or remedies to enforce its
rights under this Deed or otherwise, including claiming damages or other equitable remedies.  

provided that any Notice to be served on Blizzard shall be effective only when actually received by Blizzard, as the case may be,
marked for the attention of the department or officer specified by the Company or Monsoon, as the case may be, for such
purpose.  

Gigamedia Asia Pacific Limited 
The Centrium, 22/F, 60 Wyndham Street, Central, Hong Kong 
Fax No: +852 3166 9831 
For the attention of: Chief Executive Officer  

Blizzard Entertainment International, a division of Coöperatie Activision  

Blizzard International U.A. 
Beechavenue 131 D 
1119 RB Schiphol-Rijk 
The Netherlands 
Fax: +31 20 715 7701 
Attention: Chief Executive Officer  
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5.  SPECIFIC PERFORMANCE

6.  NOTICES 

6.1  Any notice or demand to be made by one person to another in respect of this Deed (a “Notice”) shall be given: 

 6.1.1 in writing; and 

 6.1.2 shall be delivered personally or sent by courier by an internationally recognised courier company (e.g. FedEx, DHL) or by 
fax, to the party due to receive the Notice at its address set out in Clause 6.3 or to such other address, person, or fax number 
as the party may specify by not less than seven (7) days’ written notice to the other parties before the Notice was 
dispatched. 

6.2  In the absence of evidence of earlier receipt, a Notice shall be deemed to have been duly given if: 

 6.2.1 delivered personally, when left at the address referred to in Clause 6.1.2;

 6.2.2 sent by courier, two (2) Business Days after posting it;

 6.2.3 sent by fax, when confirmation of its transmission has been recorded on the sender’s fax machine, 

6.3  The address referred to in Clause 6.1.2 is: 

 6.3.1 in the case of the Preference Shareholder: 

 6.3.2 in the case of Blizzard: 



                    

All of the costs and expenses of Blizzard (including legal fees, stamp duties and any value added tax) incurred in connection with
the enforcement of this Deed or otherwise in relation to it shall be reimbursed by the Preference Shareholder on demand on a full
indemnity basis together with interest from the date seven (7) days after the date of demand until the date of payment at the rate
per annum equal to the lesser of (i) five one hundredths of one per cent (0.05%) per day, not compounded, or (ii) the maximum
amount permitted by Applicable Laws. Such interest shall accrue from day to day and be payable upon demand.  

If at any time, any provision of this Deed is or becomes illegal, invalid or unenforceable in any respect under the law of any
jurisdiction, neither the legality, validity or enforceability of the remaining provisions of this Deed nor of such provisions under
the law of any other jurisdiction shall in any way be affected or impaired thereby.  

10.1 This Deed is governed by, and shall be construed in accordance with, the laws of Singapore.  
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7.  COSTS AND EXPENSES 

8.  ASSIGNMENTS AND SUCCESSORS 

8.1  This Deed shall be binding upon and inure for the benefit of each party hereto and its personal representatives, successors in title
and permitted assigns. 

8.2  Blizzard may assign its rights and benefits under this Deed. No other party may, without the prior written consent of Blizzard,
transfer or assign any of its rights and/or obligations hereunder.

9.  PARTIAL INVALIDITY 

10.  GOVERNING LAW AND DISPUTE RESOLUTION

10.2 The courts of Singapore have exclusive jurisdiction to settle any dispute, controversy or claim arising out of or in connection
with this Deed (including a dispute relating to the existence, validity, interpretation, breach or termination of this Deed or the
consequences of its nullity) (a “Dispute”). 

10.3 The parties agree that the courts of Singapore are the most appropriate and convenient courts to settle Disputes and accordingly
no party will argue to the contrary.

10.4 Clauses 10.2 and 10.3 are for the benefit of Blizzard only. As a result and notwithstanding Clause 10.2 above, it does not prevent
Blizzard from taking proceedings relating to a Dispute in any other courts with jurisdiction. To the extent allowed by law,
Blizzard may take concurrent proceedings in any number of jurisdictions.



  

A person who is not a party to this Deed has no right under the Contracts (Rights of Third Parties) Act (Cap 53B) to enforce any
term of this Deed.  

This Deed is intended by the parties as a final expression of their agreement and intended to be a complete and exclusive
statement of the agreement and understanding of the parties hereto in respect of the subject matter contained herein. This Deed
supersedes all prior agreements and understandings between the parties with respect to such subject matter.  

[THE REST OF THIS PAGE IS INTENTIONALLY LEFT BLANK]  
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10.5 The Preference Shareholder agrees that the documents which start any proceedings relating to a Dispute (the “Proceedings”) and 
any other documents required to be served in relation to those Proceedings may be served on it at Tricor Singapore Pte. Ltd. at 8
Cross Street, #11-00 PWC Building, Singapore 048424 (Tel: +65 6236 3503; Fax: +65 6236 4399 ) for the attention of
Ms. Lotus Isabella Lim Mei Hua in accordance with Clause 6 (the “Process Agent”). These documents may, however, be served 
in any other manner allowed by law. This Clause applies to all Proceedings wherever started. If for any reason the Process Agent
ceases to be able to act as such, the Preference Shareholder shall immediately inform Blizzard of this, and undertakes to appoint
a substitute Process Agent, and to deliver to Blizzard a copy of the substitute Process Agent’s acceptance of that appointment,
within thirty (30) days of the original Process Agent ceasing to act as such.

11.  RIGHTS OF THIRD PARTIES

12.  ENTIRE AGREEMENT 



                    

IN WITNESS WHEREOF this Deed has been executed as a deed by the Preference Shareholder and Blizzard and is intended to be
and is hereby delivered by it as a deed on the date specified above.  

[SIGNATURE PAGE TO SHAREHOLDER DEED OF UNDERTAKING]  

   

     
The Preference Shareholder     
      
under its common seal     
The COMMON SEAL of    ) 
GIGAMEDIA ASIA PACIFIC LIMITED  ) 
was hereunto affixed in the presence of:    ) 
  
   

 

Director/Authorised Signatory
   
   

 

Director/Secretary/Authorised Signatory



                    

Witness:  

Name of witness: 
Address of witness: 
Occupation of witness:  

[SIGNATURE PAGE TO SHAREHOLDER DEED OF UNDERTAKING]  

   

 
SIGNED, SEALED and DELIVERED  )
as a DEED by:  )
for and on behalf of:  ) L.S.
BLIZZARD ENTERTAINMENT INTERNATIONAL )
a division of Coöperatie Activision )
Blizzard International U.A.  )
in the presence of:  Name: 
   Title: 



                    

Exhibit 4.49

AGREEMENT 
 

  

This AGREEMENT is entered into on the day of September 18, 2010 at Shanghai by and between the following parties: 

:  

Party A( ): GIGAMEDIA (HK) LIMITED  

Address   

Party B : Mi Saiyu (Chinese name  )  

Nationality: Chinese 

 
ID Number: 33010319710109162X 

: 33010319710109162X  

WHEREAS, Party A is a company registered in Hong Kong Special Administration Region. Party A wishes to incorporate a 
company with tentative company name as “Shanghai Ji Di Technology Co., Ltd” and Chinese name 

 or any other similar names approved by company registration office (“Company”) in PRC 
Shanghai Zhabei District, Party B may provide the above service and act as one of the shareholders to incorporate the Company. Party
A hereby agrees to pay Party B a certain amount in accordance with the terms and conditions set forth herein. 
 

  

NOW, THEREFORE, through mutual negotiations, both parties agree as follows:  

Article 1 The parties agree to enter into this Agreement in a spirit of good will and cooperation for the benefit of all parties. Party A 
agrees to provide all necessary assistance to Party B in connection to the incorporation of the Company. Party A agrees to provide a
payment to Party B in amount of RMB 8,000,000 (in capital RMB eight millions only) in accordance with the terms and conditions set
forth in this Agreement. Both parties agree any gains from the shares or the Company shall belong to Party A.  

   



                    

  

Article 2 Party B agrees to accept such payment provided by Party A. Party B hereby agrees and warrants that she/he will use such 
amount only for the investment in, together with other relevant parties, the Company. Without the prior written consent of Party A,
Party B will not use such amount for the investment in any other domain and will not transfer or pledge the shares in the Company to
any third party. Party B further agrees that she/he will pledge the shares in the Company to Party A to secure the payment at the
request of Party A. 
 

  

Article 3 If there are any questions or uncertainty about this Agreement, we will discuss it with an arbitrator in Hong Kong and he
will resolve it based on Hong Kong law. 
 

  

Article 4 Assignment 
 

  

Party B may not transfer any rights and duties under this Agreement to any other third party.  

  

IN WITNESS WHEREOF, the parties hereto have caused this Agreement to be duly executed on their behalf by the duly authorized
representative as of the date first written above.  

   

2



                    

  

Representative :  

   

3

 

Party A : GIGAMEDIA (HK) LIMITED Party B : Mi Saiyu
  



                    

Appendix I 

  

Confirmation of Draw down 

  

I hereby confirm that I have received on date of November 20, 2010, RMB8,000,000 from GIGAMEDIA (HK) LIMITED. 
 

  

                                                                  ( _______ )  

Mi Saiyu (Chinese name )  
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Exhibit 4.50

AGREEMENT 

  

This AGREEMENT is entered into on the day of October 12, 2010 at Shanghai by and between the following parties: 

  

Party A : GIGAMEDIA (HK) LIMITED  

Address   

Party B : Song Yunv (Chinese name  )  

Nationality: Chinese  
 
ID Number: 310228198107295846 

310228198107295846  

WHEREAS, Party A is a company registered in Hong Kong Special Administration Region. Party A wishes to incorporate a 
company with tentative company name as “Shanghai Ji Di Technology Co., Ltd” and Chinese name 

 or any other similar names approved by company registration office (“Company”) in PRC 
Shanghai Zhabei District, Party B may provide the above service and act as one of the shareholders to incorporate the Company. Party
A hereby agrees to pay Party B a certain amount in accordance with the terms and conditions set forth herein. 
 

  

NOW, THEREFORE, through mutual negotiations, both parties agree as follows:  

Article 1 The parties agree to enter into this Agreement in a spirit of good will and cooperation for the benefit of all parties. Party A 
agrees to provide all necessary assistance to Party B in connection to the incorporation of the Company. Party A agrees to provide a
payment to Party B in amount of RMB 2,000,000 (in capital RMB two millions only) in accordance with the terms and conditions set
forth in this Agreement. Both parties agree any gains from the shares or the Company shall belong to Party A.  

   



                    

  

Article 2 Party B agrees to accept such payment provided by Party A. Party B hereby agrees and warrants that she/he will use such 
amount only for the investment in, together with other relevant parties, the Company. Without the prior written consent of Party A,
Party B will not use such amount for the investment in any other domain and will not transfer or pledge the shares in the Company to
any third party. Party B further agrees that she/he will pledge the shares in the Company to Party A to secure the payment at the
request of Party A. 

  

Article 3 If there are any questions or uncertainty about this Agreement, we will discuss it with an arbitrator in Hong Kong and he
will resolve it based on Hong Kong law. 

  

Article 4 Assignment 

  

Party B may not transfer any rights and duties under this Agreement to any other third party.  
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IN WITNESS WHEREOF, the parties hereto have caused this Agreement to be duly executed on their behalf by the duly authorized
representative as of the date first written above. 

  

Representative :  

   

3

 

Party A : GIGAMEDIA (HK) LIMITED Party B : Song Yunv
  



                    

Appendix I 

  

Confirmation of Draw down 

  

I hereby confirm that I have received on date of November 18, 2010, RMB2,000,000 from GIGAMEDIA (HK) LIMITED. 
 

  

                                                                 ( _______ )  

Song Yunv (Chinese name )  
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Exhibit 4.51A
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Exhibit 4.51.B

English Translation of Power of Attorney  

I, Mi Saiyu, a citizen of the People’s Republic of China (“PRC”), with ID number as 33010319710109162X, and a shareholder of 
80% of equity interest (“Equity Interest”) in Shanghai JIDI Network Technology Co., Ltd. (“Company”), hereby irrevocably 
authorize JIDI Network Technology (Shanghai) Co., Ltd. (“WFOE”) to exercise the following powers and rights concerning Equity
Interest within the term of this Power of Attorney (the “POA”).  

   

1.  Acting as the sole and exclusive representative to exercise the rights and powers concerning Equity Interest on my behalf,
including but not limited to: (1) attending shareholder meetings of the Company and sign shareholder resolutions on behalf of
me; (2) exercising all shareholder rights under the laws and the articles of association of the Company, including but not limited
to, voting right, right of selling, transferring, pledging or disposing of the whole or any part of Equity Interest; and (3) acting as
my authorized representative to designate and appoint the legal representative, chairman, board of directors, supervisors and
general manager and other senior management. 

2.  The power to sign Equity Interest transfer agreement on my behalf where I may be demanded as a party to the agreement for the
purpose of performing my obligations under Equity Interest Pledge Agreement dated on the same date of this POA.

3.  Except otherwise provided herein, the power to allocate, use or act in other ways to dispose of dividends arising out of Equity
Interest, whether in cash or not, according to my oral and written instructions.

4.  Except otherwise provided herein, the power to make decisions at its own discretion without any further oral or written
instruction from me. 

5.  I hereby acknowledge that, any and all actions concerning Equity Interest by WFOE shall be deemed conducted by myself, and
any and all documents concerning Equity Interest signed by WFOE shall be deemed signed by myself. 



                    

   

6.  WFOE has power to assign this POA concerning the above issues to any other person or company without any prior notice to or
consent from me. 

7.  This POA comes into force upon signing and is irrevocable and continues to be valid during the term when I am a shareholder of
the Company. 

8.  During the term of this POA, I hereby waive any and all rights and powers concerning Equity Interest authorized to WFOE
herein and I acknowledge that I will not exercise such rights and powers by myself.

 
   Signed by: 
      

 
  

   Mi Saiyu
  
 Date: December 6, 2010



                    

Exhibit 4.52A
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Exhibit 4.52B

English Translation of Power of Attorney  

I, Song Yunv, a citizen of the People’s Republic of China (“PRC”), with ID number as 310228198107295846 and a shareholder of 
20% of equity interest (“Equity Interest”) in Shanghai JIDI Network Technology Co., Ltd. (“Company”), hereby irrevocably 
authorize JIDI Network Technology (Shanghai) Co., Ltd. (“WFOE”) to exercise the following powers and rights concerning Equity
Interest within the term of this Power of Attorney (the “POA”).  

   

1.  Acting as the sole and exclusive representative to exercise the rights and powers concerning Equity Interest on my behalf,
including but not limited to: (1) attending shareholder meetings of the Company and sign shareholder resolutions on behalf of
me; (2) exercising all shareholder rights under the laws and the articles of association of the Company, including but not limited
to, voting right, right of selling, transferring, pledging or disposing of the whole or any part of Equity Interest; and (3) acting as
my authorized representative to designate and appoint the legal representative, chairman, board of directors, supervisors and
general manager and other senior management. 

2.  The power to sign Equity Interest transfer agreement on my behalf where I may be demanded as a party to the agreement for the
purpose of performing my obligations under Equity Interest Pledge Agreement dated on the same date of this POA.

3.  Except otherwise provided herein, the power to allocate, use or act in other ways to dispose of dividends arising out of Equity
Interest, whether in cash or not, according to my oral and written instructions.

4.  Except otherwise provided herein, the power to make decisions at its own discretion without any further oral or written
instruction from me. 

5.  I hereby acknowledge that, any and all actions concerning Equity Interest by WFOE shall be deemed conducted by myself, and
any and all documents concerning Equity Interest signed by WFOE shall be deemed signed by myself. 



                    

   

6.  WFOE has power to assign this POA concerning the above issues to any other person or company without any prior notice to or
consent from me. 

7.  This POA comes into force upon signing and is irrevocable and continues to be valid during the term when I am a shareholder of
the Company. 

8.  During the term of this POA, I hereby waive any and all rights and powers concerning Equity Interest authorized to WFOE
herein and I acknowledge that I will not exercise such rights and powers by myself.

 
   Signed by:
      

 
  

   Song Yunv
  
 Date: December 6, 2010
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Exhibit 4.53B

Confidential  

Exclusive Technology Services Agreement  

By and between  

Shanghai JIDI Network Technology Co., Ltd.  

and  

JIDI Network Technology (Shanghai) Co., Ltd.  

Date: January 1st, 2011 
 

   



                    

Summary of Key Terms of Exclusive Technology Services Agreement  

This EXCLUSIVE TECHNOLOGY SERVICES AGREEMENT (the “Agreement”) is made on January 1st, 2011 in Shanghai, the 
People’s Republic of China (the “PRC”) by and between Shanghai JIDI Network Technology Co., Ltd. ( hereafter “Party A”), with 
its registered office at Unit 608, No. 757 Guangzhong West Road, Shanghai, the PRC; and JIDI Network Technology (Shanghai) 
Co., Ltd. (thereafter “Party B”), with its registered office at Unit 606, No. 757 Guangzhong West Road, Shanghai, the PRC.  

(Individually a “Party” and collectively the “Parties”)  

WHEREAS  

Party A is a PRC domestic company with limited liability and duly incorporated in Shanghai under the laws of the PRC. Party A
engages in the following businesses: (a) technology development, technology consulting services and technology transfer and services
in connection with network technology and computer science; (b) sales of computer hardware, (c) design of computer graphics,
company logo and exhibition service;  

Party B is a wholly foreign owned company with limited liability and duly incorporated in Shanghai under the laws of the PRC.
Party B has technical and service resources in connection with design, development and sales of computer software.  

Party A agrees to retain party B and Party B agrees to provide Party A with software license, technical support and technical
consulting services. Both Parties agree to enter into a technical consulting services agreement in accordance with the terms and
conditions hereof.  
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NOW, THEREFORE, through amicable negotiations, both Parties agree as followings:  

Article 1 Scope of Works  

During the term of this Agreement, Party A undertakes to provide to Party B technical consulting services including but not limited to
the comprehensive technical support to, software license and staff training in connection with the business of Party A which is defined
as “Service” in definition section of the Agreement subject to the terms and conditions below on an exclusive basis.  

Article 2 Service Fee  

Party A shall pay Party B a service fee annually as set forth below: (a) The service fee for 2011 shall be RMB100,000 per month; and
(b) Starting from 2012, Party B shall have a unilateral right to amend the amount of the service fee by serving a written notice to Party
A; provided that the amount of the amended service fee for that year shall be no less than 5% of the gross revenue of Party A for the
corresponding year and no more than 40% of the gross revenue of Party A for the corresponding year. The service fee for each
corresponding year shall be paid on quarterly basis in arrears and each quarterly payment due date is January 10, April 10, July 10 and
October 10 respectively.  

Article 3 Exclusivity Undertaking  

Party A agrees to accept technical consulting services from Party B on an exclusive basis. Party A further agrees that during the term
of the Agreement, unless agreed by Party B, Party A shall not accept any same or similar technical consulting services from any third
party.  

Party A shall provide its business plan for the following calendar year to Party B by November 30 each year to ensure that Party B is 
able to leverage the sources and arrange the internal resources of Party B including but not limited to the software, hardware resources
and R&D sources, service team resources.  

Article 4 Intellectual Property  

All the intellectual property right shall be owned by Party B in connection with the Service provided by Party B to Party A, unless
such intellectual property right is owned by a third party and has been licensed to either Party A or Party B in connection with the
Service.  

   

3 / 5



                    

Article 5 Term  

This Agreement shall be effective from the date of execution and expire on December 31, 2030 unless early terminated by both Parties
in writing.  

Article 6 Jurisdiction  

This Agreement is governed by the laws of the PRC. In the event any discrepancy between the Chinese text of the Agreement and this
English summary of key terms of the Agreement, the Chinese text shall prevail. Any dispute shall be submitted to China International
Economic and Trade Arbitration Commission Shanghai Commission (“CIETAC Shanghai”) and settled by arbitration conducted in 
Shanghai in accordance with the arbitration rules of CIETAC Shanghai in effect at the time of arbitration. The arbitral award shall be
final and binding on the parties concerned and may be submitted to any court having jurisdiction for enforcement.  

   

4 / 5



                    

Signature Page  

IN WITNESS WHEREOF, the Parties have caused this Agreement to be duly executed as of the date first above written.  

Shanghai JIDI Network Technology Co., Ltd.  

For and on behalf of  

JIDI Network Technology (Shanghai) Co., Ltd.  

For and on behalf of  

   

5 / 5

   
(company chop)   

 
 

 

   
(company chop)   

 
  



                    

Exhibit 8.1

List of Subsidiaries  

 

   
  
Subsidiary* Year of Incorporation Jurisdiction of Incorporation
Hoshin GigaMedia Center, Inc. 1998  Taiwan
GigaMedia Finance International Limited 2000  Cayman Islands
GigaMedia International Holdings Limited 2004  British Virgin Islands
Cambridge Entertainment Software Limited 2004  British Virgin Islands
FunTown World Limited 2005  British Virgin Islands
GigaMedia Asia Limited 2005  British Virgin Islands
FunTown Hong Kong Limited 1999  Hong Kong
GigaMedia China Limited 2005  British Virgin Islands
Cambridge Interactive Development Corporation 1997  U.S.A.
Internet Media Licensing Limited 2005  British Virgin Islands
GigaMedia Europe Limited S.à.r.l. 2010  Luxembourg
GigaMedia Asia Pacific Limited 2006  British Virgin Islands
GigaMedia Online Entertainment Corp. 2009  Cayman Islands
GigaMedia (HK) Limited 2004  Hong Kong

 
   

*  Includes significant subsidiaries of GigaMedia Limited only.



                    

Exhibit 12.1

CERTIFICATION OF THE CHIEF EXECUTIVE OFFICER 
PURSUANT TO RULE 13a-14 OR 15d-14 OF THE SECURITIES EXCHANGE ACT OF 1934, AS 

ADOPTED PURSUANT TO SECTION 302 OF 
THE SARBANES-OXLEY ACT OF 2002  

I, Yichin LEE, Chief Executive Officer of GigaMedia Limited, certify that:  

Date: June 30, 2011  

 

1.  I have reviewed this annual report on Form 20-F of GigaMedia Limited;
 
2.  Based on my knowledge, this annual 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, results of operations and cash flows of the company as of, and for, the periods presented 
in this report;

 
4.  The company’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures 

(as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) 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 company, 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 company’s disclosure controls and procedures and presented in this report our 

conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by 
this report based on such evaluation; and

 
 (d)  Disclosed in this report any change in the company’s internal control over financial reporting that occurred during the 

period covered by the annual report that has materially affected, or is reasonably likely to materially affect, the 
company’s internal control over financial reporting; and

5.  The company’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over 
financial reporting, to the company’s auditors and the audit committee of the company’s board of directors:

 (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 company’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 

company’s internal control over financial reporting.

  
 By:  /s/ Yichin LEE   
 Name:  Yichin LEE  
 Title:  Chief Executive Officer  



                    

Exhibit 12.2

CERTIFICATION OF THE CHIEF FINANCIAL OFFICER 
PURSUANT TO RULE 13a-14 OR 15d-14 OF THE SECURITIES EXCHANGE ACT OF 1934, AS 

ADOPTED PURSUANT TO SECTION 302 OF 
THE SARBANES-OXLEY ACT OF 2002  

I, Quincy Tang, Chief Financial Officer of GigaMedia Limited, certify that:  

Date: June 30, 2011  

 

1.  I have reviewed this annual report on Form 20-F of GigaMedia;
 
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, results of operations and cash flows of the company as of, and for, the periods presented 
in this report;

 
4.  The company’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures 

(as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) 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 company, 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 company’s disclosure controls and procedures and presented in this report our 
conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by 
this report based on such evaluation; and

 (d)  Disclosed in this report any change in the company’s internal control over financial reporting that occurred during the 
period covered by the annual report that has materially affected, or is reasonably likely to materially affect, the 
company’s internal control over financial reporting; and

5.  The company’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over 
financial reporting, to the company’s auditors and the audit committee of the company’s board of directors:

 (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 company’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 
company’s internal control over financial reporting.

  
 By:  /s/ Quincy Tang   
 Name:  Quincy Tang  
 Title:  Chief Financial Officer  



  

Exhibit 13.1

CERTIFICATION OF THE CHIEF EXECUTIVE OFFICER 
PURSUANT TO 18 U.S.C. SECTION 1350, AS ADOPTED PURSUANT 

TO SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002  

In connection with the annual report of GigaMedia Limited (the “Company”) on Form 20-F for the year ended December 31, 
2010, as filed with the Securities and Exchange Commission on the date hereof (the “Report”), I, Yichin LEE, Chief Executive Officer 
of the Company, certify, pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, 
that to my knowledge:  

Date: June 30, 2011  

 

(1)  The Report fully complies with the requirements of Section 13(a) or 15(d), as applicable, 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/ Yichin LEE   
 Yichin Lee  
 Chief Executive Officer  



                    

Exhibit 13.2

CERTIFICATION OF THE CHIEF FINANCIAL OFFICER 
PURSUANT TO 18 U.S.C. SECTION 1350, AS ADOPTED PURSUANT 

TO SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002  

In connection with the annual report of GigaMedia Limited (the “Company”) on Form 20-F for the year ended December 31, 
2010, as filed with the Securities and Exchange Commission on the date hereof (the “Report”), I, Quincy Tang, Chief Financial 
Officer of the Company, certify, pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 
2002, that to my knowledge:  

Date: June 30, 2011  

 

(1)  The Report fully complies with the requirements of Section 13(a) or 15(d), as applicable, 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/ Quincy Tang   
 Quincy Tang  
 Chief Financial Officer  



                    

Exhibit 15.1

CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM  

We consent to the incorporation by reference in the Registration Statements (Form S-8 No. 333-148663, Form S-8 No. 333-142963, 
Form S-8 No. 333-119616, Form S-8 No. 333-160535 and Form S-8 No. 333-168123) of GigaMedia Limited of our report dated 
June 30, 2011, on the consolidated financial statements and internal control over financial reporting of GigaMedia Limited (which
report expresses an unqualified opinion on the consolidated financial statements and an adverse opinion on the effectiveness of the
Company’s internal control over financial reporting), which appears on page F-1 and F-2 in this annual report on Form 20-F for the 
year ended December 31, 2010.  

/s/ GHP HORWATH, P.C.  

   

Denver, Colorado 
June 30, 2011  

 



                    

Exhibit 15.2

  

21 June 2011  

The Board of Directors 
GigaMedia Limited 
8 Cross Street 
#11-00 
Singapore 049910  

Dear Sirs  

MONSOON ONLINE PTE. LTD. (“THE COMPANY”) — INCLUSION OF THE COMPANY’S FINANCIAL 
STATEMENTS WITHIN FORM 20-F OF GIGAMEDIA LIMITED (“GIGAMEDIA”) FOR THE YEAR ENDED 31 
DECEMBER 2010  

We consent to the incorporation our audit report dated 21 June 2011, on the financial statements of Monsoon Online Pte Ltd which
appears in the annual report of GigaMedia Limited on Form 20-F for the year ended 31 December 2010.  

Yours faithfully  

   

/s/ Goh Sia 
Partner 
For and on behalf of 
Crowe Horwath First Trust LLP  

Crowe Horwath First Trust LLP (UEN: T08LL1312H) is an accounting limited liability partnership registered in Singapore under the
Limited Liability Partnership Act (Chapter 163A).  

 



                    

Exhibit 15.3

CONSENT OF INDEPENDENT AUDITORS  

We consent to the incorporation by reference in the Registration Statements (Form S-8 No. 333-148663, Form S-8 No. 333-142963, 
Form S-8 No. 333-119616, Form S-8 No. 333-160535, and Form S-8 No. 333-168123) of GigaMedia Limited of our report dated 
June 29, 2011, on the consolidated financial statements of Mangas Everest S.A.S. which appears in this annual report on Form 20-F 
for the year ended December 31, 2010.  

/s/ GHP HORWATH, P.C.  

   

Denver, Colorado 
June 29, 2011  
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MONSOON ONLINE PTE. LTD. 
(Incorporated in Singapore)  

DIRECTORS’ REPORT 
FOR THE FINANCIAL PERIOD FROM 22 OCTOBER 2009 
(DATE OF INCORPORATION) TO 31 DECEMBER 2010  

The directors present their report to the members together with the audited financial statements of Monsoon Online Pte.
Ltd. (the “Company”) for the financial period from 22 October 2009 (date of incorporation) to 31 December 2010.  

Directors  

The directors of the Company in office at the date of this report are as follows:  

Arrangements to enable directors to acquire benefits by means of the acquisition of shares and debentures  

Neither at the end of nor at any time during the financial period was the Company a party to any arrangement whose
object was to enable the directors of the Company to acquire benefits by means of the acquisition of shares in, or
debentures of, the Company or any other body corporate.  

Directors’ interests in shares or debentures  

According to the register of directors’ shareholdings required to be kept under Section 164 of the Singapore Companies
Act, Cap. 50, none of the directors holding office at the end of the financial period had any interest in shares or
debentures of the Company or its related corporations.  

Directors’ contractual benefits  

Since the date of incorporation, no director has received or become entitled to receive a benefit by reason of a contract
made by the Company or a related corporation with the director or with a firm of which the director is a member or with a
company in which the director has a substantial financial interest, except as disclosed in the financial statements. Certain
directors received remuneration from related corporations in their capacity as directors and/or executives of those related
corporations.  

Share options  

During the financial period, no options to take up unissued shares of the Company were granted and no shares were
issued by virtue of the exercise of options to take up unissued shares of the Company. There were no unissued shares of
the Company under option at the end of the financial period.  
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Paul Wesley Sams   (appointed on 24 May 2010)
Michael Andrew Ryder  (appointed on 24 May 2010)
Michael Alexander Fong   (appointed on 24 May 2010)
Leu Teck Chung  (appointed on 28 February 2010)
Yong Sweah Liang   (appointed on 11 January 2010)
Wong Yuan Jun  (appointed on 28 February 2011)



                    

DIRECTORS’ REPORT (Continued)  

Independent auditors  

The independent auditors, Crowe Horwath First Trust LLP, have expressed their willingness to accept re-appointment as 
auditors of the Company.  

On behalf of the Board of Directors  

21 June 2011  
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MICHAEL ALEXANDER FONG  WONG YUAN JUN
Director  Director



                    

Statement by Directors  

In the opinion of the directors,  

On behalf of the Board of Directors  

21 June 2011  
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(a)  the financial statements of the Company as set out on pages 6 to 23 are drawn up so as to give a true and fair view
of the state of affairs of the Company as at 31 December 2010 and of the results, changes in equity and cash flows
of the Company for the financial period from 22 October 2009 (date of incorporation) to 31 December 2010; and 

(b)  at the date of this statement, with continuing financial support from the ultimate holding company, there are
reasonable grounds to believe that the Company will be able to pay its debts as and when they fall due. 

 
MICHAEL ALEXANDER FONG  WONG YUAN JUN
Director   Director



                    

Report on the Financial Statements  

We have audited the accompanying financial statements of Monsoon Online Pte. Ltd. (the “Company”) set out on pages 6 
to 23, which comprise the balance sheet of the Company as at 31 December 2010, and the statement of comprehensive
income, the statement of changes in equity and the statement of cash flows of the Company for the financial period from
22 October 2009 (date of incorporation) to 31 December 2010, and a summary of significant accounting policies and other
explanatory information.  

Management’s Responsibility for the Financial Statements  

Management is responsible for the preparation of financial statements that give a true and fair view in accordance with the
provisions of the Singapore Companies Act (the “Act”) and Singapore Financial Reporting Standards, and for devising and
maintaining a system of internal accounting controls sufficient to provide a reasonable assurance that assets are
safeguarded against loss from unauthorised use or disposition; and transactions are properly authorised and that they are
recorded as necessary to permit the preparation of true and fair profit and loss accounts and balance sheets and to
maintain accountability of assets.  

Auditors’ Responsibility  

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

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

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinion.  
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Crowe Horwath First Trust LLP 
Certified Public Accountants 
Member Crowe Horwath International

  
   

 

7 Temasek Boulevard  
#11-01 Suntec Tower One 
Singapore 038987

  
INDEPENDENT AUDITORS’ REPORT TO THE MEMBER  
OF MONSOON ONLINE PTE. LTD.  

Tel: (65) 6221 0338 
Fax: (65) 6221 1080v 
www.crowehorwath.com.sg



                    

  

INDEPENDENT AUDITORS’ REPORT TO THE MEMBER OF MONSOON ONLINE PTE. LTD. (Continued)  

Opinion  

In our opinion the financial statements are properly drawn up in accordance with the provisions of the Act and Singapore
Financial Reporting Standards so as to give a true and fair view of the state of affairs of the Company as at 31
December 2010, and the results for the financial period from 22 October 2009 (date of incorporation) to 31
December 2010, changes in equity and cash flows of the Company for the financial period ended on that date.  

Emphasis of matter  

Without qualifying our opinion, we draw attention to Note 2 to the financial statements. The Company incurred a loss of
US$10,733,184 during the financial period ended 31 December 2010 and as at that date, the Company’s current and total 
liabilities exceeded the current and total assets by US$6,260,058 and US$6,233,184 respectively. The accompanying
financial statements have been prepared assuming that the Company will continue as a going concern as the ultimate
holding company have undertaken to provide continuing financial support to the Company. The accompanying financial
statements do not include any adjustments relating to the recoverability and classification of recorded asset amounts or
the amounts and classification of liabilities that might be necessary should the Company be unable to operate as a going
concern.  

Report on Other Legal and Regulatory Requirements  

In our opinion, the accounting and other records required by the Act to be kept by the Company have been properly kept
in accordance with the provisions of the Act.  

Crowe Horwath First Trust LLP Public Accountants and Certified Public Accountants  

Singapore 
21 June 2011  
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MONSOON ONLINE PTE. LTD. 
(Incorporated in Singapore)  

BALANCE SHEET 
AS AT 31 DECEMBER 2010 
(Amounts in United States dollar)  

The accompanying notes are an integral part of the financial statements.  
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  Note   2010  
    USD
          
ASSETS     
Non-current assets         
Equipment  4  12,475
Loan to related company       14,399 
       

 
 

          
      26,874
       

 

 

Current assets     
Trade receivables   5   4,264,082 
Recoupable advance   6   580,655 
Cash and bank balances     665,220
       

 
 

      
        5,509,957 
         

          
TOTAL ASSETS     5,536,831
       

 

 

      
EQUITY         
Capital and reserves     
Share capital   9   4,500,000 
Accumulated losses     (10,733,184)
         

      
TOTAL EQUITY       (6,233,184)
       

 

 

 
LIABILITIES         
Current liabilities     
Trade and other payables   10   1,423,935 
Loan from holding company  11  10,289,756
Deferred revenue       54,203 
Deferred tax liabilities  12  2,121
       

 
 

      
        11,770,015 
       

 
 

          
TOTAL EQUITY AND LIABILITIES     5,536,831
       

 

 



                    

MONSOON ONLINE PTE. LTD. 
(Incorporated in Singapore)  

STATEMENT OF COMPREHENSIVE INCOME 
FOR THE FINANCIAL PERIOD FROM 22 OCTOBER 2009 
(DATE OF INCORPORATION) TO 31 DECEMBER 2010 
(Amounts in United States dollar)  

The accompanying notes are an integral part of the financial statements.  
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      22 October 2009  
      to  
 Note   31 December 2010
     USD  
        
Revenue   13   6,498,960 
        
Other gains   14   404,854 
          
Purchases of inventories      (316,701)
Freight       (77,234)
Royalty      (3,630,051)
Advertising       (417,428)
Legal and professional      (809,707)
Travelling       (48,836)
Others      (56,646)
Depreciation & amortisation       (178,459)
Interest expense on loan from immediate holding company      (308,838)
Write down of inventory       (2,194,336)
Impairment loss — recoupable advance       (8,824,668)
Impairment loss — intangible asset  8   (771,973)
          
Total expenses      (17,634,877)
          
Loss before tax      (10,731,063)
Income tax expenses   12   (2,121)
       

 
 

          
Total comprehensive loss for the period      (10,733,184)
       

 

 



                    

MONSOON ONLINE PTE. LTD. 
(Incorporated in Singapore)  

STATEMENT OF CHANGES IN EQUITY 
FOR THE FINANCIAL PERIOD FROM 22 OCTOBER 2009 
(DATE OF INCORPORATION) TO 31 DECEMBER 2010 
(Amounts in United States dollar)  

The accompanying notes are an integral part of the financial statements.  
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  Share   Accumulated  Total  
  capital   losses   equity  
 USD USD   USD
              
Balance at date of incorporation, 13 October 2009 —  —  —
Issuance of shares   4,500,000   —   4,500,000 
Total comprehensive loss for the period —  (10,733,184) (10,733,184)
           

      
Balance at 31 December 2010   4,500,000   (10,733,184)  (6,233,184)
   

 

  

 

  

 

 



                    

MONSOON ONLINE PTE. LTD. 
(Incorporated in Singapore)  

STATEMENT OF CASH FLOWS 
FOR THE FINANCIAL PERIOD FROM 22 OCTOBER 2009 
(DATE OF INCORPORATION) TO 31 DECEMBER 2010 
(Amounts in United States dollar)  

The accompanying notes are an integral part of the financial statements.  
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  22 October 2009  
  to  
  31 December 2010
  USD  
     
Cash flows from operating activities     
Loss before tax   (10,731,063)
Adjustments:     

Write down of inventory   2,194,336 
Impairment loss — recoupable advance   8,824,668
Impairment loss — intangible asset   771,973 
Depreciation and amortisation   178,459

      
     

      
Operating profit before working capital changes   1,238,373
      

Trade receivables   (4,264,082)
Trade and other payables   1,423,935 
Inventory   (2,194,336)
Deferred revenue   54,203 
Recoupable advance   (9,405,324)

Working capital changes   (14,385,604)
   

 
 

      
Net cash used in operating activities   (13,147,231)
     

     
Cash flows from investing activities     
Purchase of intangible asset   (947,420)
Purchase of equipment   (15,486)
Loan to a related company   (14,399)
     

     
Net cash used in investing activities   (977,305)
   

 
 

      
Cash flows from financing activities    
Issuance of shares   4,500,000 
Loan from immediate holding company   10,289,756 
     

     
Net cash provided by financing activities   14,789,756 
   

 
 

      
Net increase in bank balance, representing cash and cash equivalents at the end of the period   665,220
      
   

 

 



                    

MONSOON ONLINE PTE. LTD. 
(Incorporated in Singapore)  

NOTES TO THE FINANCIAL STATEMENTS 
FOR THE FINANCIAL PERIOD FROM 22 OCTOBER 2009 
(DATE OF INCORPORATION) TO 31 DECEMBER 2010 
(Amounts in United States dollar)  

These notes form an integral part of and should be read in conjunction with the accompanying financial statements.  

The Company is a private limited company domiciled and incorporated in Singapore. The Company’s registered office and 
principal place of business is at 35 Tai Seng Street #01-01 Tata Communication Exchange, Singapore 534103.  

The Company’s immediate holding company is Infocomm Asia Holdings Pte Ltd, a company incorporated in Singapore.
The ultimate holding company is GigaMedia Limited, a company incorporated in Singapore.  

The principal activity of the Company is distribution of video games.  

The financial statements of the Company for the financial period from 22 October 2009 (date of incorporation) to 31
December 2010 were authorised for issue by the Board of Directors on 21 June 2011.  

The Company has incurred a loss of US$10,733,184 during the financial period ended 31 December 2010, and as at that
date, the Company’s current and total liabilities exceeded the current and total assets by US$6,260,058 and
US$6,233,184 respectively. The financial statements have been prepared assuming that the Company will continue as a
going concern as the directors of the Company has undertaken to provide continuing financial support to the Company.
The financial statements do not include any adjustments relating to the recoverability and classification of recorded asset
amounts or the amounts and classification of liabilities that might be necessary should the Company be unable to operate
as a going concern.  

Basis of preparation  

The financial statements are prepared in accordance with the historical cost convention, except as disclosed in the
accounting policies below and are drawn up in accordance with the provisions of the Singapore Companies Act, Cap. 50
and the Singapore Financial Reporting Standards (“FRS”).  

The financial statements are presented in United States dollar unless otherwise indicated.  

The preparation of financial statements in conformity with FRS requires management to exercise its judgment in the
process of applying the Company’s accounting policies. It also requires the use of accounting estimates and assumptions 
that affect the reported amounts of assets and liabilities at the date of the financial statements, and the reported amounts
of revenues and expenses during the financial year. Although these estimates are based on management’s best 
knowledge of current events and actions, actual results may ultimately differ from those estimates. Critical accounting
estimates and assumptions used that are significant to the financial statements and areas involving a higher degree of
judgement or complexity, are disclosed in this Note.  
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1.  GENERAL INFORMATION 

2.  FUNDAMENTAL ACCOUNTING CONCEPT 

3.  SIGNIFICANT ACCOUNTING POLICIES 



                    

NOTES TO THE FINANCIAL STATEMENTS (Continued)  

Standards issued but not yet effective  

Certain new standards, amendments and interpretations to existing standards have been published and are mandatory for
accounting periods beginning on or after 1 January 2011 or later periods which the Company has not early adopted.  

Except for the revised FRS 24, the directors expect that the adoption of the other standards and interpretations above will
have no material impact on the financial statements in the period of initial application. The nature of the impending
changes in accounting policy on adoption of the revised FRS 24 is described below.  

Revised FRS 24 Related Party Disclosures  

The revised FRS 24 clarifies the definition of a related party to simplify the identification of such relationships and to
eliminate inconsistencies in its application. The revised FRS 24 expands the definition of a related party and would treat
two entities as related to each other whenever a person (or a close member of that person’s family) or a third party has 
control or joint control over the entity, or has significant influence over the entity. The revised standard also introduces a
partial exemption of disclosure requirements for government-related entities. The Company is currently determining the
impact of the changes to the definition of a related party has on the disclosure of related party transaction. As this is a
disclosure standard, it will have no impact on the financial position or financial performance of the Company when
implemented in 2011.  

Equipment  

Equipment is stated at cost less accumulated depreciation and any accumulated impairment losses. The cost of an asset
comprises its purchase price and any directly attributable costs of bringing the asset to working condition for its intended
use. Dismantlement, removal or restoration costs are included as part of the cost of plant and equipment if the obligation
for dismantlement, removal or restoration is incurred as a consequence of acquiring or using the plant and equipment.  

Equipment is depreciated using the straight-line method to write-off the cost of the assets over their estimated useful lives.
The estimated useful lives have been taken as follows: -  

Fully depreciated assets are retained in the financial statements until they are no longer in use.  

The residual values, estimated useful life and depreciation method are reviewed and adjusted as appropriate, at each
balance sheet date to ensure that the amount, method and period of depreciation are consistent with the expected pattern
of economic benefits from items of plant and equipment.  

The gain or loss arising on disposal or retirement of an item of plant and equipment is determined as the difference
between the sales proceeds and the carrying amounts of the asset and is recognised in the statement of comprehensive
income and the revaluation reserve related to those asset, if any, is transferred directly to retained earnings.  
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3.  SIGNIFICANT ACCOUNTING POLICIES (Continued) 

   
  Effective for annual periods
Description  beginning on or after
    
Revised FRS 24 Related Party Disclosures   1 January 2011

    
  Useful live (years) 
     
IT equipment   3 



                    

NOTES TO THE FINANCIAL STATEMENTS (Continued)  

Impairment of non-financial assets  

An assessment is made at each balance sheet date of whether there is any indication of impairment of any asset, or
whether there is any indication that an impairment loss previously recognised for an asset in prior years may no longer
exist or may have decreased. If any such indication exists, the asset’s recoverable amount is estimated. An asset’s 
recoverable amount is calculated as the higher of the asset’s value in use or its fair value less costs to sell. Value in use is 
the present value of estimated future cash flows expected to arise from the continuing use of an asset and from its
disposal at the end of its useful life.  

An impairment loss is recognised only if the carrying amount of an asset exceeds its recoverable amount. An impairment
loss is charged to the statement of comprehensive income in the period in which it arises, unless the relevant assets is
carried at a revalued amount in which case the impairment loss is treated as a revaluation decrease.  

A previously recognised impairment loss is reversed only if there has been a change in the estimates used to determine
the recoverable amount of an asset, however not to an amount higher than the carrying amount that would have been
determined (net of any depreciation) had no impairment loss been recognised for the asset in prior years.  

A reversal of an impairment loss is credited to statement of comprehensive income in the period in which it arises, unless
the relevant assets is carried at a revalued amount in which case the reversal of the impairment loss is treated as a
revaluation increase.  

Financial assets  

Financial assets are recognised on the balance sheet when the Company becomes a party to the contractual provisions
of the instrument. Financial assets are initially recognised at fair value plus, in the case of financial assets not at fair value
through profit or loss, directly attributable transaction costs.  

Financial assets are derecognised when the contractual rights to the cash flows from the financial assets have expired or
have been transferred. On derecognition of a financial asset in its entirety, the difference between the carrying amount
and the sum of the consideration received and any cumulative gain or loss that had been recognised in other
comprehensive income is recognised in profit or loss.  

The Company classifies its investments in financial assets in the following category: loans and receivables. The
classification depends on the purpose for which the assets were acquired. Management determines the classification of
its financial assets at initial recognition and re-evaluates this designation at every reporting date, with the exception that 
the designation of financial assets at fair value through profit or loss is not revocable.  

Loans and receivables  

Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not quoted in an 
active market. They arise when the Company provides money, goods or services directly to a debtor with no intention of
trading the receivable. They are included in current assets. Loans and receivables are presented as trade and other
receivables and cash and cash equivalent on the balance sheet.  

At subsequent reporting dates, loans and receivables are measured at amortised cost using the effective interest rate
method.  
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3.  SIGNIFICANT ACCOUNTING POLICIES (Continued) 

A.  Classification 

B.  Subsequent measurement 



                    

NOTES TO THE FINANCIAL STATEMENTS (Continued)  

Impairment of financial assets  

The Company assesses at each balance sheet date whether there is any objective evidence that a financial asset is
impaired and recognises an allowance for impairment when such evidence exists.  

Loans and receivables  

Significant financial difficulties of the debtor, probability that the debtor will enter the bankruptcy, and default or significant
delay in payments are objective evidence that these financial assets are impaired.  

The carrying amount of these assets is reduced through the use of an impairment allowance account which is calculated
as the difference between the carrying amount and the present value of estimated future cash flows, discounted at the
original effective interest rate. When the asset becomes uncollectible, it is written off against the allowance account.
Subsequent recoveries of amounts previously written off are recognised against the same line item in profit or loss.  

The allowance for impairment loss account is reduced through profit or loss in a subsequent period when the amount of
impairment loss decreases and the related decrease can be objectively measured. The carrying amount of the asset
previously impaired is increased to the extent that the new carrying amount does not exceed the amortised cost had no
impairment been recognised in prior periods.  

Trade and other payables  

Trade and other payables are initially recognised at fair value, and subsequently carried at amortised costs using the
effective interest method.  

Cash and cash equivalents  

For the purpose of the statement of cash flows, cash and cash equivalent comprises cash on hand and at banks.  

Share capital  

Ordinary shares are classified as equity.  

Revenue recognition  

Revenue is recognised to the extent that it is probable that the economic benefits will flow to the Company and the
revenue can be reliably measured.  

For sale of goods with performance obligations extending beyond the transfer of the physical goods, revenue is
recognised over the estimated service period, commencing from the date of the transaction.  
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3.  SIGNIFICANT ACCOUNTING POLICIES (Continued) 



                    

NOTES TO THE FINANCIAL STATEMENTS (Continued)  

Income tax  

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

The tax currently payable is based on taxable profit for the year. Taxable profit differs from profits as reported in the
statement of comprehensive income because it excludes items of income or expense that are taxable or deductible in
other years and it further excludes items that are not taxable or tax deductible. The Company’s liability for current tax is 
calculated using tax rates that have been enacted or substantively enacted by the balance sheet date.  

Deferred tax is provided using the liability method on all temporary differences at the balance sheet date between the tax
bases of assets and liabilities and their carrying amounts for financial reporting purposes. Deferred tax liabilities are
recognised for all significant taxable temporary differences. Deferred tax assets are recognised for all significant
deductible temporary differences to the extent that it is probable that taxable profit will be available against which the
deductible temporary differences can be utilised.  

The carrying amount of a deferred tax asset is reviewed at each balance sheet date and reduced to the extent that is no
longer probable that sufficient taxable profit will be available to allow the benefit of part or all of the deferred tax asset to
be utilised. Current tax and deferred tax are recgonised in profit or loss to the extent that it relates to items recognised
directly in equity or in other comprehensive income.  

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply taxable income in the years on
which those temporary differences are expected to be recovered or settled based on the tax rates enacted or
substantively enacted at the balance sheet date.  

Deferred tax assets and liabilities are offset when there is a legally enforceable right to set off current tax assets against
current tax liabilities and when they relate to income taxes levied by the same taxation authority and the Company intends
to settle its current tax assets and liabilities on a net basis.  

Related parties  

A party is considered to be related to the Company if:  
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3.  SIGNIFICANT ACCOUNTING POLICIES (Continued) 

(a)  the party, directly or indirectly, through one or more intermediaries, controls, is controlled by, or is under common
control with the Company; or has an interest in the Company that gives it significant influence over the Company; or
has joint control over the Company; 

(b)  the party is an associate; a jointly-controlled entity;

(c)  the party is a member of the key management personnel of the Company or its parent; 

(d)  the party is a close member of the family of any individual referred to in (a) and (c); 

(e)  the party is an entity that is controlled, jointly controlled or significantly influenced by or for which significant voting
power in such entity resides with, directly or indirectly, any individual referred to (c) or (d); or 

(f)  the party is a post-employment benefit plan for the benefit of the employees of the Company, or of any entity that is a 
related party of the Company. 



  

NOTES TO THE FINANCIAL STATEMENTS (Continued)  

Functional and foreign currencies  

Functional currency and presentation currency  

The financial statements of the Company are presented in United States dollars, which is the functional currency.  

Foreign currency transactions  

Transactions in foreign currencies are measured in the respective functional currencies of the Company and are recorded
on initial recognition in the functional currencies at exchange rates approximating those ruling at the transaction dates.
Monetary assets and liabilities denominated in foreign currencies are translated at the rate of exchange ruling at balance
sheet date. Non-monetary items that are measured in terms of historical cost in a foreign currency are translated using the 
exchange rates as at the dates of the initial transactions. Non-monetary items measured at fair value in foreign currencies
are translated using the exchange rates at the date when the fair value was determined.  

Exchange differences arising on the settlement of monetary items or on translating monetary items at the balance sheet
date are recognised in profit or loss.  

Critical accounting estimates and judgements  

Estimates and judgements are continually evaluated and are based on historical experience and other factors, including
expectations of future events that are believed to be reasonable under the circumstances.  

Critical accounting estimates and assumptions  

The Company makes estimates and assumptions concerning the future. The resulting accounting estimates will, by
definition, seldom equal the related actual results. The estimates and assumptions that have a significant risk of causing a
material adjustment to the carrying amounts of assets and liabilities within the next financial year are discussed below.  

A provision of inventory is recognised when there is objective evidence that the carrying amount of the inventory exceeds
its net realisable value. A corresponding impairment loss is charged to profit or loss in the period in which it arises. An
assessment is made at each balance sheet date of whether there is any indication of impairment or whether there is any
indication that an impairment loss previously recognized in prior years may no longer exist or may have decreased.
Where the actual results differ from the amounts that were initially assessed, such differences will result in a material
adjustment to the provision for stock obsolescence within the next financial year. The carrying amount of Company’s 
inventory is nil.  

The Company sells certain boxed games where it has to provide post-delivery service support. When such multiple 
element arrangements exist, the amount recognised as revenue upon the sale of the boxed games is the fair value of the
boxed game in relation to the fair value of the arrangement taken as a whole and is recognised when the box game is
delivered and the customer accepted the delivery. The revenue relating to the service element, which represents the fair
value of the post-delivery service support in relation to the fair value of the arrangement taken as a whole, is recognised
over six months (which is widely regarded as the industry benchmark) evenly.  
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3.  SIGNIFICANT ACCOUNTING POLICIES (Continued)

(a)  Provision for Stock Obsolescence 

(b)  Revenue recognition 



                    

NOTES TO THE FINANCIAL STATEMENTS (Continued)  

Critical accounting estimates and judgements (Continued)  

Critical accounting estimates and assumptions (Continued)  

The fair value of each of the elements in an arrangement is estimated based on a “cost plus a reasonable margin”
approach under this method, the Company determines the fair value of the delivered element by estimating the costs, the
total selling price to sell or service each element and allocating proportionally to the respective elements.  
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3.  SIGNIFICANT ACCOUNTING POLICIES (Continued) 

(b)  Revenue recognition (Continued) 

4.  EQUIPMENT 
  
2010    
  IT equipment
  USD  
      
Cost  
Balance at 22 October 2009 (date of incorporation)   — 
Additions  15,486
   

 
 

   
Balance at 31 December 2010   15,486 
     

      
Accumulated depreciation  
Balance at 22 October 2009 (date of incorporation)   — 
Depreciation charge for the financial period  3,011
   

 
 

   
Balance at 31 December 2010   3,011 
     

      
Net book value  
Balance at 31 December 2010   12,475 
     

      

5.  TRADE RECEIVABLES 
  
  2010  
  USD  
   
Trade receivables — third parties   1,534,323 
Trade receivables — related parties  1,074,464
Trade receivables — immediate holding company   1,655,295 
   
    

   4,264,082
    



                    

NOTES TO THE FINANCIAL STATEMENTS (Continued)  

Recoupable advance relates to non-refundable prepayments made to a game publisher which can be utilised against 
goods and services purchased from the publisher. The rights to utilize the prepayment will expire by the financial year
ended 31 December 2011.  

During the period, an impairment charge of US$771,973 was made to reflect the net realizable amount of the intangible
asset.  

The software license fee was amortised using a straight line method over the respective useful life upon commercial
launch of the game during the financial period.  

The software license fees represent upfront fees payable on the software license for the rights to distribute a game in the
South-East Asian region. This software license fee grants the Company the rights to use the software over the period of
2 years.  
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6.  RECOUPABLE ADVANCE 

7.  INVENTORY 
     
  2010
  USD  
   
Stock on hand   2,194,336 
Provision for stock obsolescence   (2,194,336)
    

    — 
    

8.  INTANGIBLE ASSETS — LICENCE FEES 
     
  2010  
  USD
Cost     
Beginning of financial period  —
Additions   947,420 
    

      
End of financial period  947,420
    

Accumulated amortisation and impairment  
Beginning of financial period   — 
Additions  (175,447)
Impairment   (771,973)
    

      
End of financial period  (947,420)
      
Net book value as at 31 December 2010   — 
    



                    

NOTES TO THE FINANCIAL STATEMENTS (Continued)  

The holders of the ordinary shares are entitled to receive dividends as and when declared by the Company. All ordinary
shares carry one vote per share without restrictions.  

The loan from holding company is unsecured, interest bearing at 7% per annum and repayable on demand.  
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9.  SHARE CAPITAL 
     
  2010  
  Number of     
 ordinary shares  USD
Issued and paid up:         
As at 22 October 2009, the date of incorporation     
Issuance of new shares   4,500,000   4,500,000 
       

          
At the end of the financial period  4,500,000  4,500,000
   

 

   

10.  TRADE AND OTHER PAYABLES 
  
  2010  
  USD
      
Trade payables to:     
- non-related parties  307,500
- holding company   998,009 
Other accruals for operating expenses  118,426
    

   
    1,423,935 
    

11.  LOAN FROM HOLDING COMPANY 

12.  INCOME TAX 

(a)  Income tax 
    
  22 October 2009  
  to  
  31 December 2010
  USD  
     
INCOME TAX EXPENSE     
Current tax    
- Deferred tax expense   2,121 
  

 

 



                    

NOTES TO THE FINANCIAL STATEMENTS (Continued)  

The reconciliation of the tax expense and the product of accounting loss multiplied by the applicable tax rate is as follows: 

Movement in deferred tax liability of the Company during the period is as follows:  
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12.  INCOME TAX (Continued) 

(a)  Income tax (Continued) 

     
  22 October 2009
  to  
  31 December 2010
  USD  
     
Loss before tax   (10,731,063)
   

 
 

      
Tax at the applicable tax rate of 17%   (1,824,281)
Tax effect of expenses not deductible for tax purpose   2,090,680
Tax effect of income not taxable for tax purpose   (67,986)
Group relief — tax losses transferred from holding company   (196,292)
   

 
 

     
Income tax   2,121 
   

 

 

(b)  Deferred tax liabilities 

    
  22 October 2009  
  to
  31 December 2010 
  USD
Accelerated tax depreciation     
At beginning of financial period   — 
Charge to the income statement   2,121
    

      
At end of financial period   2,121 
    

13.  REVENUE AND DEFERRED REVENUE 
     
  2010  
  USD
      
Sales of finished goods  6,553,163
Revenue recognised   6,498,960 
    

      
Revenue deferred as at 31 December 2010  54,203
    



                    

NOTES TO THE FINANCIAL STATEMENTS (Continued)  

The Company does not have any head count as at 31 December 2010. The Company relies on the employees of its
immediate holding company for management of its operations.  

In addition to the related party information disclosed elsewhere in the financial statement, significant transactions with a
related party, on terms agreed by and between the parties, were as follows:  

Balances with related parties at the balance sheet date are unsecured and receivable/payable within 12 months from
balance sheet date and are disclosed in Notes 5 and 10 respectively.  

Financial risk management objectives and policies  

The Company does not have any written risk management policies and guidelines which set out its tolerance for risk and
its general risk management philosophy but management may use natural hedges or closely monitor the Company’s 
business risk exposures in connection with its financial assets and liabilities and adopts the appropriate measures
including the use of other financial instruments when considered necessary to reduce any potential financial risk
exposures of losses.  
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14.  OTHER GAINS — NET 
  
  2010  
  USD  
   
Net currency translation gains   399,916 
Other income  4,938
    

   
    404,854 
    

15.  PERSONNEL COST 

16.  SIGNIFICANT RELATED PARTY TRANSACTION

     
  22 October 2009
  to  
  31 December 2010
  USD  
     
Related Party Sales     
 
Immediate holding company   1,499,999
Other related parties   1,074,464 
    

      
    2,574,463
    

17.  FINANCIAL RISK MANAGEMENT 



                    

NOTES TO THE FINANCIAL STATEMENTS (Continued)  

Financial risk management objectives and policies (Continued)  

As the Company’s transactions are primarily denominated in United States dollars, it is subject to minimal foreign
exchange exposure other than Singapore dollars. The Company has cash and bank balances denominated in United
States and Singapore dollars. Accordingly, the Company’s balance sheet can be affected by movements in these 
exchange rates.  

Foreign exchange risk sensitivity  

The following table details the sensitivity to a 2% increase and decrease in the United States dollar against the Singapore
dollar. 2% is the sensitivity rate used when reporting foreign currency risk internally to key management personnel and
represents management’s assessment of the possible change in foreign exchange rates. The sensitivity analysis includes
only outstanding foreign currency denominated monetary items and adjusts their translation at the period end for a 2%
change in foreign currency rates. The sensitivity analysis includes external loans as well as loans to foreign operations
within the Company where the denomination of the loan is in a currency other than the currency of the lender or the
borrower.  
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17.  FINANCIAL RISK MANAGEMENT (Continued) 

(a)  Market risk 

(i)  Foreign exchange risk 

             
 United States Singapore   
2010  dollars   dollars   Total  
 USD USD   USD
              
Financial assets     
Cash and bank balances   463,035   202,185   665,220 
Trade and other receivables   4,264,009   —   4,264,009 
Loan to related company 14,399     14,399
     

 
  

 
 

              
    4,741,443   202,185   4,943,628 
     

 

  

 

 

Financial liabilities             
Trade payables 1,231,109  74,400  1,305,509
Accruals   108,120   10,306   118,426 
Loan from holding company 10,289,756     10,289,756
          

      
    11,628,985   84,706   11,713,691 
     

 

  

 

 

Net financial (liabilities) / assets   (6,887,542)   117,479   (6,770,063)
              
Less: Net financial liabilities denominated in the Company’s functional 

currency   6,887,542   —     
          

              
Foreign currency exposure —  117,479  
     

 

    



                    

NOTES TO THE FINANCIAL STATEMENTS (Continued)  

Financial risk management objectives and policies (Continued)  

Foreign exchange risk sensitivity (Continued)  

If the United States dollar strengthens and weakens by 2%, profit for the period will increase / (decrease) by:  

The Company’s policy is to obtain the most favourable interest rates available without increasing its foreign currency 
exposure. The Company constantly monitors its interest rate risk and does not utilise forward contracts or other
arrangements for trading or speculative purposes. As at 31 December 2010, there were no such arrangements, interest
rate swap contracts or other derivative instruments outstanding.  

At balance sheet date, the Company is not subject to fair value or future cash flows interest rate risks as it only has
advances from its holding and related companies which are fixed interest-rate and repayable on demand.  

The Company monitors its liquidity risk and maintains a level of cash and cash equivalents deemed adequate by
management to finance the Company’s operations and to mitigate the effects of fluctuations in cash flows.  

The financial liabilities mature in less than 1 year from the end of the reporting date. The carrying amounts of financial
liabilities at balance sheet date approximate the expected contractual undiscounted cash outflow.  

The Company adopts the policy of dealing only with customers of appropriate credit history and obtaining sufficient
security where appropriate to mitigate credit risk. The Company’s trade receivables from non-related parties include two 
debtors that represented 89% of third-party trade receivables at balance sheet date.  
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17.  FINANCIAL RISK MANAGEMENT (Continued) 

(a)  Market risk (Continued) 

(i)  Foreign exchange risk (Continued) 

   
  Net profit  
  USD
      
Against Singapore dollar   
- strengthened 2%    2,350 
- weakened 2%    (2,350)
   

 

 

 

(ii)  Interest rate risk 

(b)  Liquidity risk 

(c)  Credit risk 



                    

NOTES TO THE FINANCIAL STATEMENTS (Continued)  

Fair values of financial assets and financial liabilities  

The carrying amount of trade receivables represents the Company’s maximum exposure to credit risk in relation to 
financial assets. No other financial assets carry a significant exposure to credit risk.  

The aged analysis of trade receivables is as follows:-  

Included in the Company’s trade receivable balance are debtors with total carrying amount of approximately
US$4,264,082 which are past due but not impaired as there has not been a significant change in credit quality and the
amounts are still considered recoverable. The Company does not hold any collateral over these balances.  

There are no comparative figures as this is the first set of financial statements prepared by the Company since its
incorporation on 22 October 2009.  
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17.  FINANCIAL RISK MANAGEMENT (Continued) 

  
  2010  
  USD  
   
Not past due and not impaired   — 
   
Past due nut not impaired     
- Past due 0 to 3 months  1,076,500
- Past due 3 to 6 months   81,115 
- Past due over 6 months  3,106,467
    

   
    4,264,082 
    

Impaired trade receivables Less: Allowance for impairment loss   — 
    

      
   4,264,082
    

18.  COMPARATIVE FIGURES 
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INDEPENDENT AUDITORS’ REPORT  

Board of Directors and Shareholders 
Mangas Everest S.A.S.  

We have audited the accompanying consolidated statement of financial position of Mangas Everest S.A.S. and subsidiaries (“the 
Company”) as of December 31, 2010, and the related consolidated statements of comprehensive loss, changes in equity, and cash 
flows for the nine-month period ended December 31, 2010. 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 audit.  

We conducted our audit in accordance with auditing standards generally accepted in the United States of America. Those standards
require that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of material
misstatement. 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
evaluating the overall financial statement presentation. We believe that our audit provides a reasonable basis for our opinion.  

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, the financial position of
Mangas Everest S.A.S. and subsidiaries as of December 31, 2010, and the results of their operations and their cash flows for the nine-
month period ended December 31, 2010 in conformity with International Financial Reporting Standards, as issued by the International
Accounting Standards Board.  

As discussed in Note 1 to the consolidated financial statements, on January 21, 2010, the Company was reorganized for the purpose of
acquiring certain assets and assuming certain liabilities of an online gaming business. The closing of the acquisition occurred on
April 8, 2010.  

/s/ GHP HORWATH, P.C.  

Denver, Colorado 
June 29, 2011  
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GHP Horwath, P.C. 
Member Crowe Horwath International
 
1670 Broadway, Suite 3000 
Denver, Colorado 80202 
+1 303.831.5000 
+1 303.831.5032 Fax 
www.GHPHorwath.com

   

 

A GHP Financial Group Company 
GHP Horwath, P.C. is an independent member firm of Crowe Horwath International, a Swiss verein. Each member firm of 
Crowe Horwath International is a separate and independent legal entity.



                    

MANGAS EVEREST S.A.S. 
CONSOLIDATED STATEMENT OF COMPREHENSIVE LOSS 

(EXPRESSED IN THOUSANDS) 
FOR THE NINE MONTH PERIOD ENDED DECEMBER 31, 2010  
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 Notes EUR   USD
 
Net gaming revenue  38,482  51,447
       

 
   

      
Marketing expenses  (22,263)  (29,763)
Compensation expense  (12,106)  (16,184)
Depreciation and amortization  (7,555)  (10,100)
Administrative expenses  (5,748)  (7,686)
Bank and processor services  (4,580)  (6,124)
Professional services  (3,302)  (4,414)
Management fee-related party 12  (851)  (1,138)
Other expense  (199)  (266)
       

 
   

      
Total expenses  (56,604)  (75,675)
       

 
   

 
Loss before tax  (18,122)  (24,228)
Income tax expense 3  (559)  (747)
       

 
   

      
Loss after tax  (18,681)  (24,975)
       

 

   

      
Other comprehensive loss:     
Foreign exchange differences arising from translation of foreign currency 

financial statements  118  158
      

 
   

Total comprehensive loss for the period  (18,563)  (24,817)
       

 

   



                    

MANGAS EVEREST S.A.S. 
CONSOLIDATED STATEMENT OF FINANCIAL POSITION 

(EXPRESSED IN THOUSANDS) 
AS OF DECEMBER 31, 2010  
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 Notes EUR   USD
Assets     
Non-current assets     

Goodwill 5  74,352  99,401
Intangible assets, net 5  33,540  44,840
Property, plant and equipment 4  4,329  5,787
Other non-current assets  906  1,211
          

Total non-current assets  113,127  151,239
       

 
   

 
Current assets     

Due from related parties 12  995  1,330
Prepaid and other current assets  296  396
Payment processor and other receivables  4,535  6,063
Cash and cash equivalents  18,698  24,997

       
 

   

Total current assets  24,524  32,786
           

      
Total assets  137,651  184,025
       

 

   

      
Equity and liabilities     
Equity     

Share capital 8  30,906  41,318
Share premium 9  94,010  125,682
Foreign exchange reserve 9  118  158
Retained deficit  (18,681)  (24,975)

           

Total equity  106,353  142,183
       

 
   

      
Liabilities     
Current liabilities     

Trade and other payables 6  4,703  6,287
Player account balances  18,506  24,741
Income tax payable 3  1,236  1,652
Due to related parties 12  4,456  5,957

       
 

   

Total current liabilities  28,901  38,637
      
Non-current liabilities     

Other 7  2,397  3,205
           

      
Total liabilities  31,298  41,842
           

      
Total equity and liabilities  137,651  184,025
       

 

   



                    

MANGAS EVEREST S.A.S. 
CONSOLIDATED STATEMENT OF CHANGES IN EQUITY 

(EXPRESSED IN THOUSANDS) 
FOR THE NINE MONTH PERIOD ENDED DECEMBER 31, 2010  
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    Share Share Foreign Exchange  Retained Total
    Capital Premium Reserve   Deficit Equity
 Notes   EUR EUR EUR   EUR EUR
 
Balance at April 1, 2010     2 — —   — 2
Stock issuance 8, 9   30,904 94,010     124,914
Total comprehensive loss      118   (18,681) (18,563)
      

 
  

 
    

 
  

 
 

           
Balance at December 31, 2010     30,906 94,010 118   (18,681) 106,353
       

 

  

 

    

 

  

 

 



                    

MANGAS EVEREST S.A.S. 
CONSOLIDATED STATEMENT OF CASH FLOWS 

(EXPRESSED IN THOUSANDS) 
FOR THE NINE MONTH PERIOD ENDED DECEMBER 31, 2010  
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 Notes EUR   USD
Cash flows from operating activities:     
Loss after tax  (18,681)  (24,975)
Adjustments for:     

Depreciation and amortization  7,555  10,100
       

 
   

 
Operating loss before working capital changes  (11,126)  (14,875)
           

 
Changes in assets and liabilities, net of business acquisition:     

Decrease in payment processor and other receivables  3,544  4,738
Decrease in prepaid and other current assets  5,751  7,689
Increase in due from related parties  (992)  (1,326)
Decrease in other non-current assets  2,232  2,984
Decrease in trade and other payables  (670)  (896)
Increase in accrued liabilities  1,553  2,075
Increase in due to related parties  3,327  4,448
Decrease in player account balances  (7,189)  (9,611)

          

 
Net cash used in operating activities before tax  (3,570)  (4,774)
      
Income taxes paid  (45)  (60)
           

      
Net cash used in operating activities  (3,615)  (4,834)
           

      
Cash flows from investing activities     
Acquisition of property, plant and equipment 4  (731)  (977)
Capitalized software development costs 5  (3,040)  (4,064)
       

 
   

 
Net cash used in investing activities  (3,771)  (5,041)
           

      
Net decrease in cash and cash equivalents  (7,386)  (9,875)
      
Cash and cash equivalents at beginning of the period  —  —
Opening cash balance in consolidation of Everest 1  25,867  34,582
Effect of change in foreign exchange rates on cash and cash equivalents  217  290
           

Cash and cash equivalents at end of year  18,698  24,997
       

 

   



                    
  

MANGAS EVEREST S.A.S. 
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 
FOR THE NINE MONTH PERIOD ENDED DECEMBER 31, 2010 

(EXPRESSED IN THOUSANDS)  

Organization:  

Mangas Everest S.A.S. (“Mangas Everest” or the “Company) was formed by BetClic Everest Group (“BetClic”) as a limited 
liability holding company in France in December 2008. On January 21, 2010, Mangas Everest was reorganized into a
French Stock company for the purpose of acquiring certain assets and assuming certain liabilities of an online gaming
business (referred to herein as “Everest”). Through April 7, 2010, Everest was wholly-owned by Gigamedia Limited 
(“GigaMedia”), a company incorporated in Singapore. 

On December 15, 2009, GigaMedia entered into a Stock and Asset Purchase Agreement (the “SAPA”) with BetClic to sell 
60 percent of Everest to BetClic for approximately 100 million USD (€75 million) in cash, subject to certain post-closing 
adjustments. The closing of the sale occurred on April 8, 2010. The sale of the remaining 40 percent to BetClic is subject to
a put and call mechanism in place between GigaMedia and BetClic, as defined in the SAPA. GigaMedia has the option to
put all or part of its remaining 40 percent interest to BetClic in each of 2013, 2014, and 2015 at a mutually agreed upon
price considering all relevant facts and circumstances after the end of each year. If the put option held by GigaMedia is not
fully exercised, BetClic will have the option to call the remaining interest held by GigaMedia in each of 2015 and 2016. 

As a result of the transaction described above, as of April 8, 2010 and through December 31, 2010, Mangas Everest is 60 percent
owned by BetClic, which operates in the sports betting and online gaming industry primarily in continental Europe with a
significant market presence in France; and 40 percent owned by GigaMedia which operates in the online gaming industry,
primarily in Asia. Since April 8, 2010, Mangas Everest has operated through its five majority-owned subsidiaries. See Note 
16. 

The acquisition of Everest by BetClic has been accounted for by the Company using the acquisition method of accounting. The
following summarizes the acquisition date fair values of the assets acquired and liabilities assumed: 
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1.  Organization, business and management’s plans: 

  
  EUR
Cash and cash equivalents  25,867
Payment processor and other receivables  8,082
Prepaid expenses  6,047
Property, plant and equipment (Note 4)  5,369
Other assets  3,138
Intangible assets (Note 5)  36,259
Goodwill (Note 5)  74,473
    

 
Total assets acquired  159,235

    

   
Trade and other payables  (5,373)
Player account balances  (25,695)
Other liabilities  (3,129)
    

 
Total liabilities assumed  (34,197)

    

   
Retained interest (GigaMedia - 40%)  (50,015)
    

   
Purchase price (BetClic - 60%)  75,023
    



                    

MANGAS EVEREST S.A.S. 
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued) 

FOR THE NINE MONTH PERIOD ENDED DECEMBER 31, 2010 
(EXPRESSED IN THOUSANDS)  

Organization (continued):  

The retained interest was measured at fair value and includes GigaMedia’s proportionate share of the goodwill recognized in the 
transaction. Goodwill of €5,009 is expected to be deductible for tax purposes. BetClic acquired a controlling interest in
Everest to enhance its position as a major European player in the online gaming space. In addition, the acquisition was
completed by BetClic to better diversify its product mix by investing in a predominate poker brand within its core market of
France. By acquiring a controlling interest, in Everest, BetClic is also able to enjoy synergies by adopting Everest’s poker, 
casino, e-commerce and affiliate software at its other online destinations. These were the primary factors among others, 
which contributed to a purchase price in excess of the fair market value of the net tangible assets and intangible assets
acquired, resulting in goodwill being recognized. 

The results of Everest have been included in the Company’s consolidated financial statements since April 1, 2010. Prior to the
acquisition, the Company was dormant. 

The consolidated financial statements were authorized for issue by resolution of the board of directors on June 29, 2011. The
registered office of Mangas Everest is at 5 Rue Francois, 1ER 75008 Paris, France and its operations are conducted
primarily in North America and Malta. Primarily all of the Company’s customers are located in Europe. 

Business:  

Everest owns and operates an online gaming business primarily in continental Europe via its two poker websites and eight casino
websites. 

Management’s plans:  

During the nine months ended December 31, 2010, Everest experienced a significant decrease in both net gaming revenue and
income after tax as compared to prior years. The Company experienced a broad-based downturn in revenue during the nine 
months ended December 31, 2010 and failed to reduce costs quickly and significantly enough to offset this downturn. The
Company was unable to attract as many players as forecasted and new players generated less revenue on average because
they either played less frequently or played over a shorter lifespan than in prior years. 

While there is no guarantee that the Company will be able to meet the operational and financial requirements of its 2011 budget
and limit the use of cash, the Company’s business plan is focused on controlling costs and conserving cash. Management 
has had success in securing equipment financing in 2011 and is currently in negotiations with a financial institution to
secure a commercial bank revolving line of credit before the end of 2011. The Company has also had success in 2011 in
proactively controlling marketing costs and related promotional campaigns, which is its largest operating expense.
Management believes that these factors, in combination with the potential for future cash contributions by the Company’s 
shareholders BetClic and GigaMedia, should provide adequate capital resources to fund the Company’s operations through 
at least the end of 2011. 

Should the Company fail to obtain required capital when needed, or fail to continue to limit the use of cash in accordance with
management’s plans, this could have a material adverse effect on its business, results of operations, financial condition and
cash flows, and the Company could be required to reduce its level of operations, delay product development or take other
actions to diminish the amount of cash used in its business. 
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1.  Organization, business and management’s plans (continued):



                    

MANGAS EVEREST S.A.S. 
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued) 

FOR THE NINE MONTH PERIOD ENDED DECEMBER 31, 2010 
(EXPRESSED IN THOUSANDS)  

Statement of compliance:  

The consolidated financial statements have been prepared in accordance with International Financial Reporting Standards
(“IFRS”) as issued by the International Accounting Standards Board (“IASB”), which have been consistently applied. The 
consolidated financial statements have been prepared on the historical cost and accrual basis and are presented in Euro (“€”
or “EUR”). The amounts expressed in United States dollars (“US$” or “USD”) are presented solely for the convenience of 
the readers and are translated at a rate of US$ 1.337 to 1.00 EUR, the approximate rate of exchange at December 31, 2010.
Such translations should not be construed to be the amounts that would have been reported under accounting principles
generally accepted in the United States of America (“US GAAP”). 

New accounting standards and interpretations:  

To the extent that new IFRS requirements are expected to be applicable in the future, they have been summarized hereafter. For
the nine months ended December 31, 2010, they have not been applied in preparing these consolidated financial statements.

Improvements to IFRSs (2010):  

Effective January 1, 2011, the Company adopted the improvements to IFRS (2010), which is a collection of minor improvements
to existing standards. 

The Company does not expect the adoption of these improvements to IFRS to have a material impact on the Company’s 
consolidated financial statements. 

Revised International Accounting Standard (“IAS”) 24, related-party disclosures (2009):  

Revised IAS 24, related-party disclosures, amends the definition of a related party and modifies certain related party disclosure 
requirements for government-related entities. 

Revised IAS 24, related-party disclosures will become mandatory for the Company’s 2011 consolidated financial statements, and 
is not expected to have a material impact on its financial statements. 

IFRS 9, financial instruments (2013):  

Under IFRS 9, financial assets are classified into financial assets measured at fair value or at amortized cost depending on the
entity’s business model for managing the financial assets and the contractual cash flow characteristics of the financial
assets. Fair value gains or losses will be recognized in profit or loss except for those non-trade equity investments, which
the entity will have a choice to recognize the gains and losses in other comprehensive income. IFRS 9 carries forward the
recognition and measurement requirements for financial liabilities from IAS 39, except for financial liabilities that are
designated at fair value through profit or loss, where the amount of change in fair value attributable to change in credit risk
of that liability is recognized in other comprehensive income unless that would create or enlarge an accounting mismatch.
In addition, IFRS 9 retains the requirements in IAS 39 for derecognition of financial assets and financial liabilities. 
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2.  Summary of significant accounting policies: 



                    

MANGAS EVEREST S.A.S. 
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued) 

FOR THE NINE MONTH PERIOD ENDED DECEMBER 31, 2010 
(EXPRESSED IN THOUSANDS)  

IFRS 9, financial instruments (2013) (continued):  

The Company does not anticipate that the adoption of the above IFRS (including consequential amendments) and interpretations
will result in any material impact to the consolidated financial statements in the period of initial application. 

Critical accounting policies, estimates and judgments:  

Included in this note are accounting policies that management has determined to require estimates, judgments and assumptions
which have a significant risk of causing a material adjustment to the carrying amount of assets and liabilities within the next
financial year. These policies, together with references to the related notes to the financial statements, can be found as
follows: 

Use of estimates:  

Preparation of the financial statements in conformity with IFRS requires the use of judgments, estimates and assumptions that
affect the reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of the
financial statements and the reported amounts of revenues and expenses for each period. Actual results could differ from
those estimates. 

Consolidation:  

Subsidiaries are companies controlled, directly or indirectly, by Mangas Everest. Control exists where the Company has the
power to govern the financial and operating policies of an enterprise so as to obtain benefits from its activities. The
financial information of subsidiaries is included in the consolidated financial statements using the acquisition method of
accounting, and are consolidated from the date of acquisition (i.e. the date on which control of the subsidiary effectively
commences). 

On the date of acquisition the assets and liabilities of the relevant subsidiaries are measured at their fair values. 

All inter-Company transactions, balances, income and expenses are eliminated on consolidation. 
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2.  Summary of significant accounting policies (continued):

  
Income taxes  Note 3
Property, plant and equipment  Note 4
Intangible assets and impairment of goodwill  Note 5
Derivative liabilities  Note 7
Contingencies  Note 14



                    

MANGAS EVEREST S.A.S. 
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued) 

FOR THE NINE MONTH PERIOD ENDED DECEMBER 31, 2010 
(EXPRESSED IN THOUSANDS)  

Functional currency:  

Items included in the consolidated financial statements of the Company are measured using the currency of the primary
environment in which it operates (“the functional currency”). The Company’s principal operations are conducted in US$. 
However, the parent company’s reporting currency is the Euro; therefore, the consolidated financial statements are
presented in the Euro. Transactions in currencies other than US$ are translated at the foreign exchange rate prevailing at the
date of the transaction. Monetary assets and liabilities denominated in foreign currencies (primarily intercompany accounts)
are translated to the functional currency (U.S. dollars) at the foreign exchange rate prevailing at the statement of financial
position date. Non-monetary assets and liabilities that are measured in terms of historical cost in a foreign currency are
translated using the exchange rate at the date of the transaction. Net exchange gains of €127 were recognized in earnings for
the nine months ended December 31, 2010 and are reported as a component of other expense. 

Revenue:  

The Company’s revenues are derived from internet poker and casino game activity operated by one of the Company’s wholly-
owned subsidiaries, Everest Gaming Limited. The Company generates revenues by providing and promoting online games
of skill and chance that are available on its free downloadable gaming software. Revenues derived from the Company’s 
online gaming software platform are recognized at the time games are played and are net of player winnings. Transaction
fee revenues derived from the Company’s online multi-player poker platform are recognized as services are provided.
Revenue is measured at the fair value of the consideration received or receivable. Revenue is not recognized until game
play has concluded. Pending wagers and player balances are recognized as current liabilities. Approximately 36% of
revenue recorded during the nine-month period ended December 31, 2010 was generated from players residing in France. 

Goodwill:  

Goodwill represents the excess of the cost of an acquisition over the Company’s share of the fair value of the identifiable assets 
and liabilities of an acquired subsidiary, associate or jointly-controlled entity. 

Externally acquired intangible assets:  

Intangible assets are recognized on business combinations if they are separate from the acquired entity or give rise to other
contractual or legal rights. Identifiable assets are recognized at their fair value at the acquisition date. The identified
intangibles are amortized over the useful economic life of the assets. 

Internally developed intangible assets — software development expenditures:  

Expenditures incurred to develop gaming, affiliate and e-commerce software are capitalized only where the expenditure will lead
to new or substantially improved products or processes, the products or processes are technically and commercially feasible
and the Company has sufficient resources to complete development. The expenditures capitalized include the cost of
outside consultants, labor and an appropriate proportion of overheads. All other development expenditures are expensed as
incurred. 
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2.  Summary of significant accounting policies (continued):



  

MANGAS EVEREST S.A.S. 
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued) 

FOR THE NINE MONTH PERIOD ENDED DECEMBER 31, 2010 
(EXPRESSED IN THOUSANDS)  

Internally developed intangible assets — software development expenditures (continued):  

Amounts capitalized during the nine-month period ended December 31, 2010 are amortized using the straight-line method, 
which is applied over the estimated useful life of the software which is a weighted average of four years. 

Subsequent expenditures on capitalized intangible assets are capitalized only where it clearly increases the economic benefits to
be derived from the asset to which it relates. All other expenditures, including these incurred in order to maintain the related
intangible assets’ current level of performance, are expensed as incurred. 

Amortization of intangible assets:  

Amortization is provided to amortize the cost of all intangible assets, with the exception of goodwill arising from the acquisition
method of accounting discussed in Note 1, and evenly over the periods the Company expects to benefit from their use, and
varies between: 

Property, plant and equipment:  

Property, plant and equipment are stated at cost less accumulated depreciation and impairment losses. The cost of an asset
comprises its purchase price and any directly attributable costs of bringing the asset to the working condition and location
for its intended use. Expenditures incurred after property, plant and equipment have been put into operation, such as repairs
and maintenance, is normally expensed in the period in which it is incurred. In situations where it can be clearly
demonstrated that the expenditure has resulted in an increase in the future economic benefits expected to be obtained from
the use of the property, plant and equipment, and the expenditure of the item can be measured reliably, the expenditure is
capitalized as an additional cost of that asset. 

Depreciation is calculated on a straight-line basis to depreciate the cost of property, plant and equipment, less any estimated
residual values, over the following estimated useful lives: 

The gain or loss on disposal or retirement of an item of property, plant and equipment recognized in the profit or loss is the
difference between the net sales proceeds and the carrying amount of the asset. 
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2.  Summary of significant accounting policies (continued):

  
Trademarks/Brand names/Domain names  2 – 11 years
Internally-developed software  2 – 5 years 
Player lists  5 years

  
Computers and software  3 years
Furniture and fixtures  5 years
Leasehold improvements  Term of lease



                    

MANGAS EVEREST S.A.S. 
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued) 

FOR THE NINE MONTH PERIOD ENDED DECEMBER 31, 2010 
(EXPRESSED IN THOUSANDS)  

Impairment of goodwill, other intangibles and property, plant and equipment:  

At the end of each reporting year, the Company reviews the carrying amounts of its goodwill, other intangibles and property,
plant and equipment to determine whether there is any indication that those assets have suffered an impairment loss. If any
such indication exists, the recoverable amount of the asset is estimated in order to determine the extent of the impairment
loss (if any). Where the asset does not generate cash flows that are independent from other assets, the Company estimates
the recoverable amount of the cash-generating unit to which the asset belongs. 

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

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

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

There were no impairment losses or recoveries recorded during the nine months ended December 31, 2010. 

Financial assets:  

The Company’s financial assets include the following:  
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2.  Summary of significant accounting policies (continued):

 •  Payment processor receivables are short-term monetary assets which are recognized at fair value less impairment and
other related provisions. Provisions are recognized when there is objective evidence (primarily default or significant 
delay in payment) that the Company will be unable to collect all of the amounts due. The amount of such a provision 
is the difference between the net carrying amount and the present value of the future expected cash flows associated 
with the impaired receivable. Management believes that a provision for uncollectible accounts was not necessary at 
December 31, 2010. The Company’s payment processor receivables are primarily due from Payment Service
Providers (“PSP“s). These PSPs perform credit checks of each player who deposits money on the website. The PSPs
retain a percentage of the deposits to cover any potential charge-backs. The Company considers the amounts held by 
the PSPs as fully collectible. 



                    

MANGAS EVEREST S.A.S. 
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued) 

FOR THE NINE MONTH PERIOD ENDED DECEMBER 31, 2010 
(EXPRESSED IN THOUSANDS)  

Financial assets (continued):  

Financial liabilities:  

The Company’s financial liabilities include the following items:  

Provisions and contingent liabilities:  

Provisions are recognized when it is probable that the present obligations will lead to an outflow of resources which can be
estimated reliably. The timing or amount of the outflow may still be uncertain. A present obligation arises from the
presence of a legal or constructive agreement that has resulted from past events. 

Provisions are measured at the estimated expenditure required to settle the present obligation, based on the most reliable
evidence available at the end of each reporting period, including the risks and uncertainties associated with the present
obligation. Any reimbursement expected to be received in the course of settlement of the present obligation is recognized as
a separate asset, not exceeding the amount of the related provision. Where there are a number of similar obligations, the
likelihood that an outflow will be required in settlement is determined by considering the class of obligations as a whole. In
addition, long term provisions are discounted to their present values, where time value of money is material. 
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2.  Summary of significant accounting policies (continued):

 •  Cash and cash equivalents are comprised of balances held at financial institutions. Cash equivalents are short-term, 
highly liquid investments that are readily convertible into known amounts of cash. Cash equivalents include 
unrestricted short-term bank deposits originally purchased with maturities of three months or less. Cash and cash
equivalents earned an average effective interest rate of 0.5% per annum during the nine months ended December 31, 
2010. These balances are primarily held in US dollars in financial institutions in Europe. 

 •  Player account balances represent the outstanding obligations the Company owes to its players including net deposits 
received, undrawn winnings, jackpots, tournament prize pools and certain promotional bonuses. The carrying amount 
of player liabilities approximate their fair value which is based on the net present value of expected future cash flows.

 
 •  Trade payables and other short-term monetary liabilities are initially recognized at fair value and subsequently carried 

at amortized cost using the effective interest rate method, unless the effect of discounting would be immaterial. In 
such cases, they are stated at cost. Trade payables generally have credit terms of 30 to 60 days. 

 
 •  Derivative financial liabilities are recorded at fair value in which periodic adjustments to the fair value of the liability 

are recognized through profit or loss. The Company has entered into a contract with a media firm that includes a 
commitment that meets the definition of a derivative, as the underlying value of the amount owed correlates to a 
specific benchmark, which is the calculated value of the Company as defined in the contract. The liability currently 
has a carrying amount that approximates fair value. Fair value was determined by using Level 3 measurements as the 
fair value was obtained using inputs for the liability that are not based on observable market data. See Note 7.



                    

MANGAS EVEREST S.A.S. 
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued) 

FOR THE NINE MONTH PERIOD ENDED DECEMBER 31, 2010 
(EXPRESSED IN THOUSANDS)  

Provisions and contingent liabilities (continued):  

In cases where the possible outflow of economic resources as a result of present obligations is considered impossible or remote,
or the amount to be provided for cannot be measured reliably, no contingency liability is recognized. 

Income tax:  

The Company is liable for income taxes in France as well as for its subsidiaries in the United States, Malta, Canada, Gibraltar
and the United Kingdom. Judgment is required in determining the provision for income taxes. There are also claims for
which the ultimate tax determination is uncertain during the ordinary course of business. The Company recognizes
liabilities for expected tax issues based on estimates of whether additional taxes will be due. If the final outcome of these
tax matters is different from the amounts that were initially recognized, such differences will impact the current and
deferred tax provisions in the period in which such determination is made. 

Income tax for each year consists of current and deferred tax. Current tax expense is the expected tax payable on the taxable
income for the period using tax rates enacted at the statement of financial position date. Deferred tax is the tax expected to
be payable or recoverable on differences between the carrying amounts of assets and liabilities in the consolidated financial
statements and the corresponding tax bases used in the computation of taxable profit, and is accounted for using the balance
sheet liability method. 

Deferred tax liabilities are generally recognized for all taxable temporary differences, and deferred tax assets are recognized to
the extent that it is probable that taxable profits will be available against which deductible temporary differences can be
utilized. Such assets and liabilities are not recognized if the temporary difference arises from the initial recognition of assets
and liabilities in a transaction that affects neither the tax profit nor the accounting profit. 

The carrying amount of deferred tax assets is reviewed at the statement of financial position date and reduced to the extent that it
is no longer probable that sufficient taxable profits will be available to allow all or part of the asset to be recovered. Any
such reduction is reversed to the extent that it becomes probable that sufficient taxable profit will be available. 

Deferred tax is calculated at the tax rates that are expected to apply in the year when the liability is settled or the asset realized.
Deferred tax is charged or credited to profit or loss, except when it relates to items charged or credited directly to equity, in
which case the deferred tax is also dealt with in equity. 

At December 31, 2010, deferred tax was not significant and as such no tax deferral was recorded. 
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2.  Summary of significant accounting policies (continued):



                    

MANGAS EVEREST S.A.S. 
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued) 

FOR THE NINE MONTH PERIOD ENDED DECEMBER 31, 2010 
(EXPRESSED IN THOUSANDS)  

Advertising expenses:  

Advertising expenses are included in marketing expenses. Expenditures on advertising and promotion activities is generally
recognized as an expense when it is incurred. Sponsorship cost is expensed over the later of the actual sponsored activity or
television airing of the sponsored activity. In the event a sponsored activity has not concluded or aired on television as of
period end, a proration is calculated and the cost related to the incomplete or unaired portion of the sponsored activity is
deferred to the period of completion or television airing. In these cases, the cost of the incomplete or unaired sponsor
activity is capitalized as a prepaid. 

Operating leases:  

Leases where substantially all the risks and rewards of ownership of assets remain with the lessor are accounted for as operating
leases. Annual rentals applicable to such operating leases are charged to expense on a straight-line basis over the lease term. 
Lease incentives received are recognized as an integral part of the aggregate net lease payments made. 

Segment reporting:  

An operating segment is a distinguishable component of the Company that engages in business activities from which it may earn
revenues and incur expenses (including revenues and expenses relating to transactions with other components of the same
entity), whose operating results are regularly reviewed by the entity’s chief operating decision maker to make decisions 
about resources to be allocated to the segment and assess its performance, and for which discrete financial information is
available. 

For the period ended December 31, 2010, management has determined that the Company has one operating segment. 

Income tax expense for the nine months ended December 31, 2010 totaled €559 and represents current tax expense incurred in 
the following jurisdictions: 

   

15

2.  Summary of significant accounting policies (continued):

3.  Income and other tax expense:

     
 Profit (loss)    
 before income Effective Tax  Tax Expense
Jurisdiction tax Rate   (Benefit)
United States 1,065  40% 426
United Kingdom 94  45% 42
Malta (19,577)  5% (979)
Canada 276  33% 91
Other 20  —  —
   

 
      

 
 

  (18,122)     (420)
Allowance on deferred tax benefit     979
           

 
 

Income tax expense     559
           

 

 



                    

MANGAS EVEREST S.A.S. 
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued) 

FOR THE NINE MONTH PERIOD ENDED DECEMBER 31, 2010 
(EXPRESSED IN THOUSANDS)  

Deferred tax benefits were generated primarily by the Company’s subsidiary in Malta. Malta has an effective tax rate of 5%. The
Company did not record this deferred tax benefit due to uncertainty of generating future profits that would allow for the
realization of the related deferred tax asset. Deferred tax assets primarily relate to this income tax operating loss carry
forward generated during the nine months ended December 31, 2010. 

The Company is required by law to pay an income tax to the Maltese tax authority. The Company also pays a monthly gaming
tax to the Malta Gaming Authority. The Malta gaming tax payable amounts to approximately €48 per month, which is 
based on a calculation provided by the Malta Gaming Authority. Maltese gaming taxes are recorded in other expense. 

As of December 31, 2010, the Company has an income tax payable recorded of €1,236, of which €724 is related to taxes owed 
on profits generated prior to April 1, 2010. 

Property, plant and equipment held by the Company are located in the US, Canada, Malta, and the United Kingdom. 
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3.  Income and other tax expense (continued): 

4.  Property and equipment: 
      
 Office Leasehold  Furniture &  
 Equipment Improvements  Fixtures   Total
 EUR EUR  EUR   EUR
       
Nine months ended December 31, 2010      
Acquisition 3,447 1,486   436  5,369
Additions 730 1   —  731
Translation differences on gross value (29) (4)   (2)  (35)
Depreciation charge (1,440) (261)   (95)  (1,796)
Translation differences on amortization 46 11   3  60
     

 
  

 
  

 
 

       
Closing net book amount 2,754 1,233   342  4,329
     

 

  

 

  

 

 

       
At December 31, 2010      
Cost 4,148 1,483   434  6,065
Accumulated depreciation (1,394) (250)   (92)  (1,736)
     

 
  

 
  

 
 

       
Net book amount 2,754 1,233   342  4,329
     

 

  

 

  

 

 



                    

MANGAS EVEREST S.A.S. 
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued) 

FOR THE NINE MONTH PERIOD ENDED DECEMBER 31, 2010 
(EXPRESSED IN THOUSANDS)  

The fair value of the acquired intangibles was based on the income approach using discounted cash flow projections at the time
of acquisition. The fair value of the player list takes into account the expected impact of player attrition. Additions to
internally developed software represent software infrastructure assets that have been developed and generated internally.
Intangibles are being amortized over their estimated useful economic lives of between two and eleven years. 

In accordance with IAS 36, the Company regularly monitors the carrying value of its intangible assets. An analysis was
performed at December 31, 2010, to assess whether the carrying value of assets was supported by the net present value of
future cash flows expected to be derived from those assets. The results of the analysis indicated that no impairment existed
as the net present value of future cash flows exceeded the carrying value of the assets. 

Trade and other payables consist of the following as of December 31, 2010:  
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5.  Intangibles: 
                         
    Internally    
    Developed   Other
 Goodwill   Software Player List Brand Names  Intangibles Total
 EUR   EUR EUR EUR   EUR EUR
          
Nine months ended December 31, 

2010         
Acquisition 74,473   13,595 12,859 9,327   478 110,732
Additions     3,040     3,040
Translation differences on gross 

value (121)  (86) (21) (16)  (1) (245)
Amortization charge     (2,967) (1,968) (649)  (175) (5,759)
Translation differences on 

amortization     64 42 14   4 124
                    

          
Closing net book amount 74,352   13,646 10,912 8,676   306 107,892
   

 

  

 

  

 

  

 

  

 

  

 

 

          
At December 31, 2010         
Cost 74,352   16,549 12,838 9,311   477 113,527
Accumulated amortization     (2,903) (1,926) (635)  (171) (5,635)
   

 
  

 
  

 
  

 
  

 
  

 
 

          
Net book amount 74,352   13,646 10,912 8,676   306 107,892
   

 

  

 

  

 

  

 

  

 

  

 

 

6.  Trade and other payables: 

  
  EUR
 
Trade payables  805
Accrued marketing commissions  1,669
Accrued professional fees  511
Deferred rent, current  377
Other payables  1,341
    

   4,703
    



                    

MANGAS EVEREST S.A.S. 
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued) 

FOR THE NINE MONTH PERIOD ENDED DECEMBER 31, 2010 
(EXPRESSED IN THOUSANDS)  

Trade payables generally have credit terms of 30 to 60 days.  

Other payables mainly relate to payroll liabilities, amounts due to consultants, transaction fees, and other miscellaneous accruals
repayable within twelve months. 

Other non-current liabilities consist of the following as of December 31, 2010:  

In June 24, 2010, the Company signed an advertising contract with a media firm, M6 Web (“M6”). M6 is a television and 
internet outlet in France. Under the terms of this agreement, the Company is permitted to defer payment of 85% of certain
media costs until 2015 (or 2013 in the event of early termination) when a balloon payment will be payable. 

The balloon payment formula factors in the Company’s aggregate payable to M6 at the end of the contract and the growth of the
online poker business in France during the contract period. The Company accounts for the balloon payment due under this
contract as a derivative liability instrument, with changes in the fair value of the liability recognized in the consolidated
statement of comprehensive income (loss). The Company determined that there was no significant change in the fair value
of derivative liability from the date the contract was entered into through December 31, 2010. 

The share capital balance at December 31, 2010, represents the issued share capital to BetClic and Gigamedia of 30,906 shares at
€1 par value. 

Share premium:  

Share premium represents the excess of the issue price, for local jurisdiction purposes, over the par value of the shares issued. 
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6.  Trade and other payables (continued): 

7.  Other non-current liabilities: 

  
  EUR
   
Derivative financial instrument — advertising contract (Note 11)  1,157
Deferred rent, non current  1,240
    

   2,397
    

8.  Share capital: 

9.  Reserves: 



                    

MANGAS EVEREST S.A.S. 
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued) 

FOR THE NINE MONTH PERIOD ENDED DECEMBER 31, 2010 
(EXPRESSED IN THOUSANDS)  

Foreign exchange reserve  

The currency translation reserve represents translation differences arising from the translation of foreign currency financial
statements into the Company’s functional currency. 

Certain of the Company’s subsidiaries offer their employees access to a defined contribution retirement plan after three months 
of employment. Employee participation in these plans is voluntary. Active plan participants (those who are currently
contributing to the plan) are eligible to receive a matching employer contribution for each pay period they make
contributions. Employer contributions vest either immediately or after one year and are limited to 3% of the participants
qualified compensation for the pay period. 

Employer contributions totaled €201 for the nine month period ended December 31, 2010. As of December 31, 2010, the 
employer contribution liability was zero. 

The following table summarizes future contracted commitments on contracts with non-cancelable terms in excess of one year as 
of December 31, 2010: 

In connection with the acquisition of Everest, the Company assumed a lease for office space in Cambridge, Massachusetts. The
term of the lease is 72 months (through September 2014). For the nine months ended December 31, 2010, the annual rental
payments were 1,286 USD (€962). The Company anticipates it will record annual rental expense of approximately 1,715
USD (€1,283) throughout the term of the lease. Under the terms of the lease, the lessor provided a tenant construction
allowance 1,975 USD (€1,477) which is included within the deferred rent liability and is being recorded as a reduction to
rent expense ratably over the term of the lease. The tenant construction allowance is included in the leasehold
improvements acquired in the acquisition. 

The advertising commitment is solely related to the M6 contract discussed in Note 7. This contract is a derivative financial
instrument, as such the commitments under the contract cannot be known with certainty. Management determined to
disclose the estimated minimum contractual amounts due. This estimate does not contemplate the balloon payment formula
which will dictate the ultimate cost to the Company as it could differ significantly. 
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9.  Reserves (continued): 

10.  Retirement plan 

11.  Commitments: 

       
 2011 2012 2013 2014   Total
 EUR EUR EUR EUR   EUR
 
Office leases  1,726 1,767 1,785  1,316  6,594
M6 advertising contract (Note 7)  2,690 2,350 2,350  1,024  8,414
Olympic Lyonnais sponsorship 

agreements  1,625 2,250 1,125  —  5,000
   

 
  

 
  

 
  

 
   

 
Total  6,041 6,367 5,260  2,340  20,008
   

 

  

 

  

 

  

 

   



                    

MANGAS EVEREST S.A.S. 
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued) 

FOR THE NINE MONTH PERIOD ENDED DECEMBER 31, 2010 
(EXPRESSED IN THOUSANDS)  

In July 2010, the Company entered into two sponsorship agreements, along with BetClic Enterprises (a related party), to sponsor
Olymipic Lyonnais, a professional soccer team in France. 

Management defines related parties as prescribed in IAS 24. 

Management fee and key management compensation: 

The Company’s majority shareholder, BetClic, assesses a management fee for services performed on behalf of the Company.
The management fee is equal to 2% of net gaming revenue. In the event this formula yields less than 1,500 USD (€1,122) 
for a particular calendar year, the management fee is rounded up to 1,500 USD. The 2010 management fee was prorated to
1,125 USD (€851) for the nine month period ended December 31, 2010. 

For the nine months ended December 31, 2010, the Company incurred €421 in key management compensation expense. 

License fee:  

The Company earns a 5% licensing fee from BetClic Enterprises (“BE”), a subsidiary of BetClic, based on player activity, which 
is recorded within other expense in the consolidated statement of comprehensive loss. Total income recorded during the
nine months ended December 31, 2010 was approximately €325. 

Related party receivables and payables:  

The Company has the following related party receivable balances outstanding as of December 31, 2010: 

The Company has recorded a related party receivable balance as of December 31, 2010 in the amount of €887 from BE. BE’s 
online players from France play on the Company’s poker software and server. Losses incurred by the BE players to the
Company’s players are invoiced to BE each month as are BE’s promotional costs and a nominal licensing fee. 

The related party receivable from Gigamedia represents reimbursement for a variety of costs, including legal and professional
expenses. 
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11.  Commitments (continued): 

12.  Significant related-party transactions: 

  
  EUR
 
BetClic Enterprises  887
Gigamedia  108
    

   995
    



                    

MANGAS EVEREST S.A.S. 
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued) 

FOR THE NINE MONTH PERIOD ENDED DECEMBER 31, 2010 
(EXPRESSED IN THOUSANDS)  

Related party receivables and payables (continued):  

The Company has the following related party payables balances outstanding as of December 31, 2010: 

The Company has recorded a payable at December 31, 2010 to BetClic in the amount of €955 for French gaming tax withheld 
from French players. BetClic submits the gaming tax to the French Government taxing authorities. The Company also
incurred €1,023 in expenses relating to vendor invoices paid on behalf of the Company by BetClic for professional services.
In addition, the Company has also recorded a payable due to BetClic of €851 related to the management fee agreement. The 
Company recorded a €500 payable to BE for payments due from a sponsorship agreement. 

The Company has recorded a payable to GigaMedia of €678 for invoices paid by GigaMedia after April 1, 2010 on behalf of the 
Company. The Company also has a short term loan payable to Gigamedia of €449. The loan does not bear interest and is 
due on demand. 

The Company’s overall financial risk management program seeks to minimize potential adverse effects of financial performance
of the Company. Management has in place processes and procedures to monitor the Company’s risk exposures while 
balancing the costs associated with such monitoring and management against the costs of risk occurrence. The Company’s 
risk management policies are reviewed periodically for changes in market conditions and the Company’s operations. 

The Company is exposed to financial risks arising from its operations and the use of financial instruments. The key financial
risks include credit risk, liquidity risk, interest rate risk, foreign currency risk and market risk. 

As of December 31, 2010, the Company’s financial instruments mainly consisted of cash and cash equivalents, receivables from 
payment processors, trade payables, and a derivative liability instrument related to an advertising contract. 

(a) Credit risk:  

Credit risk is the risk of financial loss to the Company if a customer or a payment processor fails to meet its contractual
obligations. Credit risk of the Company arises principally from the Company’s receivables from payment processors. The 
Company’s exposure to credit risk is concentrated within balances due from payment processors and poker network
recoveries. 
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12.  Significant related-party transactions (continued):

  
  EUR
   
BetClic  2,829
BetClic Enterprises  500
Gigamedia  1,127
    

 
   4,456
    

13.  Financial risk management objectives — policies:



                    

MANGAS EVEREST S.A.S. 
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued) 

FOR THE NINE MONTH PERIOD ENDED DECEMBER 31, 2010 
(EXPRESSED IN THOUSANDS)  

(a) Credit risk (continued):  

The Company’s contracts with payment processors allow for a wide variety of payment terms; some balances are available on 
demand, while others balances function similar to security retention and are not payable until six months after they are
withheld. On a dollar percentage basis these balances are payable to the Company within approximately six weeks, on
average. 

The Company’s Chief Operating Officer or a corporate Director reviews all contracts with payment processors and licensees 
within the Everest poker network before a relationship is established. 

Mangas Everest currently has one licensee within the everest.fr poker network, BetClic Enterprises, a related party and
subsidiary of BetClic. 

Industry reputation is considered and probity is performed on the payment processor or licensee (and its principals if deemed
necessary). Relationships with payment processors are closely monitored and altered if deemed appropriate. 

As the Company does not hold any collateral, the maximum exposure to credit risk for each class of financial instruments is the
carrying amount of that class of financial instruments presented on the consolidated statement of financial position. The
provision for impairment loss is based upon a review of the expected collectability of all processor and other receivables
and subject to approval by the Chief Operating Officer. 

Management believes that all significant cash and cash equivalent balances are held with reputable banks and that all significant
receivables are due from processors of good credit-standing. 

There is no receivable that is past due and/or impaired. No impairment loss was recognized in profit or loss, as the processor
receivables were subsequently received. 

(b) Liquidity risk  

Liquidity risk is the risk that the Company will encounter difficulty in raising funds to meet commitments associated with
financial instruments. The Company’s policy is to regularly monitor current and expected liquidity requirements to ensure 
that it maintains sufficient reserves of cash to meet its liquidity requirements in the short and long term. As of
December 31, 2010 the Company has no bank borrowings. 

(c) Market risk  

Market risk is the risk that changes in rates, such as foreign exchange rates and interest rates, will affect the Company’s income 
or the value of its holdings of financial instruments. The objective of market risk management is to manage and control
market risk exposures within acceptable parameters. 

(d) Currency risk  

Currency risk is the risk that the value of a financial instrument will fluctuate due to changes in foreign exchange rates. Currency
risk arises when transactions are denominated in foreign currencies. 
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13.  Financial risk management objectives — policies (continued):



                    

MANGAS EVEREST S.A.S. 
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Continued) 

FOR THE NINE MONTH PERIOD ENDED DECEMBER 31, 2010 
(EXPRESSED IN THOUSANDS)  

(d) Currency risk (continued)  

For the nine months ended December 31, 2010 approximately 40% of the Company’s revenue and costs were based in Euro and 
approximately 60% of the Company’s revenue and costs were based in US Dollars. Therefore, from a revenue and 
expenditure perspective, currency risk is moderate; however, from a cash perspective the Company experiences substantial
currency risk as approximately 85% of its cash balances are concentrated in U.S. Dollars as of December 31, 2010. 

(e) Interest rate risk  

Interest rate risk is the risk that the fair value or future cash flows of the Company’s financial instruments will fluctuate because 
of changes in market interest rates. The Company does not have any bank borrowings or investments in other financial
assets, other than cash and cash equivalents. 

Litigation:  

Technical summary of complaints and related actions prior to July 1, 2010:  

On April 1, 2010, a complaint was filed on behalf of Gigamedia subsidiary Ultra Internet Media S.A. (“UIM”) against Harrah’s 
License Company, LLC (“Harrah’s”) in connection with the promotional agreement for the World Series of Poker
(“WSOP”) dated February 24, 2008 (the “Agreement”) (the “Original Lawsuit”). UIM stated claims against Harrah’s for: 1) 
breach of the Agreement; 2) breach of the implied covenant of good faith and fair dealing; 3) unjust enrichment; 4)
declaratory relief; and 5) injunctive relief. The complaint seeks compensatory damages, a declaration that Harrah’s 
materially breached the Agreement and the Agreement is therefore terminated as of April 1, 2010, an injunction precluding
Harrah’s from violating the Agreement pending the outcome of the litigation, and attorney fees and costs. 

A letter of termination was also sent by UIM to Harrah’s on April 1, 2010 to terminate the Agreement for multiple material
breaches by Harrah’s and to demand the refund of past payments. 

An application for a temporary restraining order (“TRO”) and motion for preliminary injunction were also filed. The request for 
the TRO was subsequently denied by the court. On April 28, 2010, UIM had a hearing on its motion asking the court to
force Harrah’s to remove a certain non-Everest Poker name and logo reference from the broadcasts into France, as UIM has 
exclusive promotional and advertising rights pursuant to the Agreement. The motion was denied on the grounds that UIM
failed to show that the broadcasts containing the other reference’s digital overlay were certain to continue into the future. 
The court did not rule on the merits of the underlying claims in any way. The judge has yet to issue a formal order. 

Harrah’s also filed a motion to dismiss the complaint. In addition, on April 27, 2010, Harrah’s Interactive Entertainment, Inc.
(“Harrah’s Interactive”) filed a separate lawsuit (the “Second Lawsuit”) against UIM for 1) breach of the Agreement; 2) 
breach of the implied covenant of good faith and fair dealing; and, 3) unjust enrichment, and included GigaMedia as a
defendant for tortuous interference with contractual relations. In May 2009, the Agreement was assigned by Harrah’s to 
Harrah’s Interactive. 
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13.  Financial risk management objectives — policies (continued):

14.  Contingencies: 
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Litigation (continued):  

Technical summary of complaints and related actions prior to July 1, 2010 (continued):  

On May 14, 2010, UIM lodged a First Amended Complaint, asserting a new claim for fraud in the inducement and abandoning
its claim for a preliminary injunction. Separately, UIM asserted compulsory counterclaims within the Second Lawsuit on
June 11, 2010 which mirrored those made in the Original Lawsuit. 

On June 14, 2010, Everest Gaming Limited filed a complaint for trademark infringement against Harrah’s. 

On June 29, 2010, the Court consolidated the Original Lawsuit and the Second Lawsuit, and also consolidated the claim made by
Everest Gaming Limited on June 14, 2010. 

Technical summary of complaints and related actions after June 30, 2010:  

Following the consolidation of all claims, Harrah’s moved to dismiss all of UIM’s claims in the First Amended Complaint, 
UIM’s counterclaims, and the Everest Complaint. UIM opposed the Motion in writing and at the hearing held on the matter.
The Court denied Harrah’s request in its entirety on September 15, 2010. 

On January 27, 2011, Harrah’s lodged a First Amended Complaint, naming BetClic and Mangas Everest as new co-defendants 
and asserting new claims for: 1) tortuous interference with contractual relations; 2) tortuous interference with prospective
economic advantage; 3) fraudulent transfer; and (4) unjust enrichment. Harrah’s demanded a jury trial on its tort claims, 
whereas the remainder of the trial is set for a bench trial based upon the Court’s July 7, 2010 ruling that the jury waiver 
within the Agreement was valid and enforceable. 

On May 3, 2011, GigaMedia made a Motion to the Court for partial summary judgment on Harrah’s claims against it for tortuous 
interference of contract and tortuous interference with prospective economic advantage. On March 31, 2010, GigaMedia
(through its subsidiary Internet Media Licensing Limited) purchased all issued and outstanding shares of common stock of
UIM. Since GigaMedia enjoys a legal privilege to interfere in the contracts and actions of its wholly owned subsidiary, and
since UIM has been, since March 31, 2010 a wholly owned subsidiary of GigaMedia, any interference by GigaMedia
would enjoy immunity. We believe that GigaMedia is entitled to the summary judgment. The court has yet to set a hearing
date for this motion. 

There are several additional Motions before the Court relating to various discovery matters as of June 27, 2010, and Harrah’s has 
filed Motions for partial summary judgment on certain key issues that could be dispositive of the contract dispute. UIM is
opposing these Motions on the grounds that there are genuine issues of material fact outstanding, thus the Court is
precluded from granting a Motion for partial summary judgment as a matter of law. While we are hopeful that we will be
successful in persuading the court to deny these Motions, it is not possible to predict how the Court will rule on these
motions. 

The Magistrate Judge has also ruled that all discovery matters must be completed by August 31, 2011. There are several
depositions to be taken by all parties to the litigation, as well as document production. A trial date has not been set,
however we anticipate a trial date to be sometime in the fourth quarter of 2011 or the first quarter of 2012. 
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14.  Contingencies (continued): 
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Technical summary of complaints and related actions after June 30, 2010 (continued):  

We believe UIM, Gigamedia and Mangas Everest will be successful in pursuing and defending the lawsuits of Harrah’s. 
However, there are no assurances that these companies will prevail in their claims against Harrah’s, including its claim for 
compensatory. 

The Company has certain contractual obligations related to these lawsuits pursuant to the terms its 60% beneficial purchase of
Everest from Gigamedia in April of 2010. Specifically, under the terms of the sale, all attorneys’ fees and other costs 
incurred by UIM in the WSOP litigation, or as a result of the UIM litigation, must be either (1) paid directly by the
Company or (2) paid directly by Mangas Gaming and Gigamedia in proportion to each company’s ownership percentage in 
the Company. 

Thus far, the Company has paid for all attorneys’ fees incurred to date for purposes of practicality and expediency, but there is no 
guarantee this will continue into the future. It is at the discretion of the Company’s shareholders that the Company
continues to bear these costs. The costs totaled €1,359 for the nine month period ended December 31, 2010, and are
presented within professional services on the Company’s consolidated statement of comprehensive loss. 

The Company’s objectives when managing capital are to safeguard the Company’s ability to continue as a going concern and to 
maximize the returns to shareholders’ value through the optimization of the debt and equity balances. 

The Company actively and regularly reviews and manages its capital structure to ensure optimal capital structure and
shareholders’ returns, taking into consideration the future capital requirements of the Company and capital efficiency, 
prevailing and projected profitability, projected cash flows, projected capital expenditures and projected investment
opportunities. The Company currently has not adopted any formal dividend policy. 

The Company manages its capital structure and makes adjustments to it, in light of changes in economic conditions. To maintain
or adjust the capital structure, the Company may issue dividend payments to shareholders, return capital to shareholders, or
raise new debts. 
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14.  Contingencies (continued): 
 
  Litigation (continued): 

15.  Capital management: 
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The Company is the holding company for Everest. The following table shows details of the Company’s principal subsidiary 
undertakings. The issued share capital of each subsidiary is fully paid and each is included in the consolidated accounts of
Everest: 
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16.  Investment in subsidiaries: 

   
  Country of Ownership  
Name of Subsidiary  Incorporation Percentage Principal Business
 
Owned by Mangas Everest S.A.S:   
MCG1 Holding Malta Limited   Malta 99.9% Holding Company
New CIDC Delaware Corp.   United States 100% Software Development
Cambridge Interactive Development Corp. Limited   United Kingdom 100% Marketing Support Services
Everest Gaming Marketing Services Limited   United Kingdom 100% Marketing Support Services
Global Interactive Services, Inc.   Canada 100% IT and Customer Support Services
    
Owned by MCG1 Holding Malta Limited:   
Everest Gaming Limited   Malta 99.9% Online Gaming
Cordovan Limited   Gibraltar 100% Marketing Services
Apex Star Pacific Limited  

 
British Virgin 
Islands 

 100% Dormant

    
Owned by Everest Gaming Limited:   
Everest Gaming Financial Services Limited   United Kingdom 100% Treasury and Transaction Services




