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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:

(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

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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NOTE 3.VARIABLE-INTEREST ENTITIES

uiMm

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:

(in US$ thousands) 2008 2009 2010
Total revenue $ 144,765 $ 112,694 $ 25820
Net (loss) income $ (206) $ (1,226) $ 1,514
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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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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:

(in US$ thousands) 2008 2009 2010
Total revenues $ 20,312 $ 18,673 $ 10,126
Net income (loss) $ 1,571 3 (2,990) $ 834

NOTE 4. ACQUISITIONS

In July 2010, we began consolidating Infocomm Asia Holdings Pte. Ltd. (‘lAHGames”), 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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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)

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.
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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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:

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 $ 22442

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.

F-32



GIGAMEDIA LIMITED
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS —
(Continued)
YEARS ENDED DECEMBER 31, 2008, 2009 AND 2010

(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

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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The following summarizes our acquisitions of T2CN during the period from 2006 to 2010:

(in US$ thousands)

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%
Acquired 31,113,681 common shares (including convertible voting
2007 $ 23,736" 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 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
$ 25583

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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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:

(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.

F-37



GIGAMEDIA LIMITED
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS —
(Continued)
YEARS ENDED DECEMBER 31, 2008, 2009 AND 2010

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 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)
$ 35444
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

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.
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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:

(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

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:

(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:

Gaming Asian online

software 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

F-40



GIGAMEDIA LIMITED
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS —
(Continued)
YEARS ENDED DECEMBER 31, 2008, 2009 AND 2010

NOTE 8. INTANGIBLE ASSETS — NET

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

December 31, 2010
Gross carrying Accumulated

(In US$ thousands) amount amortization Net

Completed technology $ 259 § (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

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.
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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:

(In US$ thousands) Amount
2011 $ 1,770
2012 1,717
2013 1,295
2014 907
2015 212
Total $ 5,901
NOTE 9. PREPAID LICENSING AND ROYALTY FEES

The following table summarizes changes to our Company’s prepaid licensing and royalty fees:

(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:

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 $ 25,5583 $ 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

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.

F-44



GIGAMEDIA LIMITED
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS —
(Continued)
YEARS ENDED DECEMBER 31, 2008, 2009 AND 2010

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:

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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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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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:

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)

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 liabilites — 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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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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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:

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 $ — $ — $ 10133 § 10133 § 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:

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.
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(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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(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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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:

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

NOTE 12. MARKETABLE SECURITIES — CURRENT

Marketable securities — current consist of the following:

December 31

(in US$ thousands) 2009 2010
Available-for-sale securities:
Open-end funds $ 3,486 $ 3,553
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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:

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

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:

(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:

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

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 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

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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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:

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

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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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:

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

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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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:

GIGAMEDIA LIMITED

(Continued)

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
NOTE 19. OTHER CURRENT LIABILITIES
Other current liabilities consist of the following:

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.

F-64



GIGAMEDIA LIMITED
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS —
(Continued)
YEARS ENDED DECEMBER 31, 2008, 2009 AND 2010

NOTE 21. OTHER LIABILITIES — OTHER

Other current liabilities consist of the following:

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

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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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:

(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 $ — $ —

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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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.

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.

*k

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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(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:

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

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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Option transactions during the last three years are summarized as follows:

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 $ 242 7912 $§ 247 8287 $§ 236 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 $ 247 8287 $§ 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 $ 247 8287 $§ 2.36 7689 § 233 9,780 5.60 $ 3,591

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.

F-73



GIGAMEDIA LIMITED
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS —
(Continued)
YEARS ENDED DECEMBER 31, 2008, 2009 AND 2010

The following table sets forth information about stock options outstanding at December 31, 2010:

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

(c) RSUs

Nonvested RSUs during 2009 and 2010 were as follows:

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) 719 (168) 8.00
Nonvested at December 31 640 $ 9.83 390 §$ 10.99

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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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:

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 $ (65585 $ 8,668

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

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:

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

A reconciliation of our effective tax rate related to continuing operations to the statutory U.S. federal tax rate is as follows:

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:

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

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

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

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:

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

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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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:

(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:

(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

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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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:

(in US$ thousands)

Year

2011 $ 1,151
2012 559
2013 124
2014 118
2015 121
2016 and after 1,236
Total $ 3,309

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.

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
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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 