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(Address of principal executive offices)
COLLIN HWANG, Chief Executive Officer
8 TH FLOOR, NO. 22, LANE 407, SECTION 2 TIDING BOULEVARD, TAIPEI, TAIWAN, R.O.C.

Tel: 886-2-2656-8000; Fax: 886-2-2656-8003

Securities registered or to be registered pursuant to Section 12(b) of the Exchange Act:

Title of Each Class Name of Each Exchange on Which Registered
Ordinary Shares The NASDAQ Stock Market LLC
Securities registered or to be registered pursuant to Section 12(g) of the Exchange Act: None

Securities for which there is a reporting obligation pursuant to Section 15(d) of the Act: None

Indicate the number of outstanding shares of each of the issuer s classes of capital or common stock as of the close of the period covered by the
annual report:

55,261,661 ordinary shares
Indicate by check mark if the registrant is a well-known seasoned issuer, as defined in Rule 405 of the Securities Act. Yes © No x

If this annual report is an annual or transition report, indicate by check mark if the registrant is not required to file reports pursuant to Section 13
or 15(d) of the Securities Exchange Act of 1934. Yes © No x

Note Checking the box above will not relieve any registrant required to file reports pursuant to Section 13 or 15(d) of the Securities Exchange
Act of 1934 from their obligations under those Sections.

Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if any, every Interactive Data
File required to be submitted and posted pursuant to Rule 405 of Regulation S T (§ 232.405 of this chapter) during the preceding 12 months (or
for such shorter period that the registrant was required to submit and post such files). Yes x No ~

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities Exchange Act
of 1934 during the preceding 12 months (or for such shorter period that the registrant was required to file such reports), and (2) has been subject
to such filing requirements for the past 90 days. Yes x No ~

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, or a non-accelerated filer. See definition of
accelerated filer and large accelerated filer in Rule 12b-2 of the Exchange Act. (Check one):

Large accelerated filer ~ Accelerated filer ~ Non-accelerated filer x

Indicate by check mark which basis of accounting the registrant has used to prepare the financial statements included in this filing:
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U.S. GAAP x International Financial Reporting Standards as issued Other ~

by the International Accounting Standards Board ~
If Other has been checked in response to the previous question, indicate by check mark which financial statement item the registrant has elected
to follow. "Item 17 " Item 18

If this is an annual report, indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange
Act). Yes © No x
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CERTAIN TERMS AND CONVENTIONS

In this annual report, all references to

@) we, us, our, ourCompany or GigaMedia are to GigaMedia Limited and, unless the context requires otherwise, its subsidiaries, or

where the context refers to any time prior to the incorporation of any of its subsidiaries, the businesses which predecessors of the
present subsidiaries were engaged in and which were subsequently assumed by such subsidiaries;

(i)  Shares are to ordinary shares of our Company;

(iii)  Hoshin GigaMedia are to Hoshin GigaMedia Center Inc., a company incorporated under the laws of Taiwan, Republic of China,
( Taiwan or R.O.C. );

(iv)  FunTown are to our Asian online game and service business operated through our two operating subsidiaries, Hoshin GigaMedia and
FunTown World Limited, a company incorporated under the laws of the British Virgin Islands;

) GigaMedia Cloud are to GigaMedia Cloud Services Co. Ltd., a company incorporated under the laws of Taiwan;

(vi)  GigaCloud are to the cloud computing services operated through our subsidiary GigaMedia Cloud;

(vii) FingerRockz are to FingerRockz Co., Ltd., a company incorporated under the laws of Taiwan that develops and publishes mobile
games and apps;

(viii) IAH or IAHGames are to Infocomm Asia Holdings Pte. Ltd., an online game operator, publisher and distributor in Southeast Asia
and incorporated under the laws of the Republic of Singapore;

(ix)  Monsoon are to Monsoon Online Pte. Ltd., a company incorporated under the laws of the Republic of Singapore and wholly owned
by IAHGames;

(x)  T2CN are to T2CN Holding Limited, a company incorporated under the laws of the British Virgin Islands, and the T2CN Operating
Entities;

(xi)  T2CN Operating Entities are to T2CN Holding Limited s two wholly owned subsidiaries, T2CN Information Technology (Shanghai)
Co., Ltd. ( T2 Technology ) and J-Town Information (Shanghai) Co., Ltd. ( J-Town ), and three variable interest entities, Shanghai T2
Entertainment Co., Ltd. ( T2 Entertainment ), Shanghai T2 Advertisement Co., Ltd. ( T2 Advertisement ) and Shanghai Jinyou
Network & Technology Co., Ltd. ( Jinyou ));

(xii) Internet access and service business are to an Internet access and service business that we historically operated through Koos
Broadband Telecom Co., Ltd. ( KBT ) and completely disposed of in September 2008;
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(xiii) UIM are to Ultra Internet Media S.A., a company incorporated under the laws of Nevis;

(xiv) Everest Gaming are to Mangas Everest S.A.S, a société par actions simplifiée registered with the Trade and Companies Registry of
Paris and organized under the laws of France;

(xv) BetClic are to BetClic Everest Group, formerly named as Mangas Gaming S.A.S, a company organized under the laws of France;

(xvi) JIDI are to JIDI Network Technology (Shanghai) Co., Ltd., our wholly owned subsidiary incorporated under the laws of the PRC;
and

(xvii) Shanghai JIDI are to Shanghai JIDI Network Technology Co., Ltd., a company incorporated under the laws of the PRC.
For the purpose of this annual report only, geographical references to China and the PRC are to the People s Republic of China and do not
include Taiwan, the Hong Kong Special Administrative Region ( Hong Kong ) and the Macau Special Administrative Region ( Macau ). Except if
the context otherwise requires, and for the purpose of this annual report only, references to Greater China include the PRC, Taiwan, Hong Kong
and Macau. References to South Korea are to the Republic of Korea.

All references in this annual report to  U.S. dollar, $ and US$ are to the legal currency of the United States; all references to NT dollar or NT$
to the legal currency of Taiwan; all references to RMB, Rmb or Renminbi are to the legal currency of the PRC; all references to Hong Kong
dollar are to the legal currency of Hong Kong and all references to  Singapore dollar and S$ are to the legal currency of the Republic of

Singapore.
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We have approximated certain numbers in this annual report to their closest round numbers or a given number of decimal places. Due to
rounding, figures shown as totals in tables may not be arithmetic aggregations of the figures preceding them.

DISCLOSURE REGARDING FORWARD-LOOKING STATEMENTS

This annual report includes forward-looking statements within the meaning of, and intended to qualify for the safe harbor from liability

established by, the United States Private Securities Litigation Reform Act of 1995. These statements, which are not statements of historical fact,

may consist of or contain estimates, assumptions, projections and/or expectations regarding future events, which may or may not occur. These

statements involve known and unknown risks, uncertainties and other factors which may cause our actual results, performance or achievements

to be materially different from any future results, performance or achievements expressed or implied by the forward-looking statements. Some

of the risks are listed under Item 3, Key Information D. Risk Factors and elsewhere in this annual report. In some cases, you can identify these

forward-looking statements by words such as aim, anticipate, believe, estimate, expect, going forward, intend, oughtto, plan, [
seek, may, might, «can, could, will, would, should, shall, islikely to or similar expressions, including their negatives. These fo

statements include, without limitation, statements relating to:

our business plan and strategies;

our future business development and potential financial condition, results of operations and other projected financial information;

our ability to manage current and potential future growth;

expected continued acceptance of our revenue model;

our plans for strategic partnerships, licenses and alliances;

our acquisition and strategic investment, and our ability to successfully integrate any past, current, or future acquisitions into our
operations;

our ability to protect our intellectual property rights and the security of our customers information;

the launch of new online games according to our timetable;

expected continued acceptance of our online games, including expected growth of the online games industry, and consumer
preferences for our products and services;

the in-house development of new online games;

our plans to license additional games from third parties, and the launch of these new games, including the timing of any such
development, licenses or launches, in various geographic markets;
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our ability to maintain and strengthen our position as one of the largest online MahJong operators in Taiwan;

the potential entry of new competitors in any of our business lines;

changes in the global regulatory environment relating to the online gaming business;

changes or stability in certain regulatory environments relating to GigaCloud s operations;

changes in PRC laws and regulations, and future enforcement of those laws and regulations, including laws and regulations relating
to Internet usage, advertising over the Internet, Internet content providers, foreign investment and ownership in online business,
distribution of dividends and foreign exchange controls;

the outcome of ongoing, or any future, litigation or arbitration; and

our corporate classification by various governmental entities.
These forward-looking statements are based on our own information and on information from other sources we believe to be reliable. Our actual
results may differ materially from those expressed or implied by these forward-looking statements as a result of risk factors and other factors
noted throughout this annual report, including those described under Item 3, Key Information D. Risk Factors and those detailed from time to
time in other filings with the United States Securities and Exchange Commission (the SEC ). We do not guarantee that the transactions and
events described in this annual report will happen as described or that they will happen at all. We undertake no obligation to update or revise any
forward-looking statements to reflect events or circumstances after the date of this annual report or to reflect the occurrence of unanticipated
events. Whether actual results will conform to our expectations and predictions is subject to a number of risks and uncertainties, many of which
are beyond our control, and reflect future business decisions that are subject to change. Given this level of uncertainty, you are advised not to
place undue reliance on such forward-looking statements.
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PART I

ITEM 1. IDENTITY OF DIRECTORS, SENIOR MANAGEMENT AND ADVISERS
Not applicable, but see Item 6, Directors, Senior Management and Employees ~ A. Directors and Senior Management in this annual report.

ITEM 2. OFFER STATISTICS AND EXPECTED TIMETABLE
Not applicable.

ITEM 3. KEY INFORMATION
Exchange Rates

Assets and liabilities reported in our consolidated balance sheets denominated in currencies other than U.S. dollars are translated into U.S.
dollars using year-end exchange rates. Income and expense items reported in our consolidated statements of operations denominated in
currencies other than U.S. dollars are translated into U.S. dollars using weighted-average exchange rates. Certain other operating financial
information denominated in currencies other than U.S. dollars, not included in our consolidated financial statements and provided in this annual
report, are translated using weighted-average exchange rates. We make no representation that any currencies, other than U.S. dollars, could be
converted to U.S. dollars at such rate or any particular rates.

A. Selected Financial Data

The following selected consolidated balance sheet data as of December 31, 2013 and 2014 and the selected consolidated statement of operations
data for the years ended December 31, 2012, 2013 and 2014 have been derived from our audited consolidated financial statements included in
Item 18 in this annual report. The selected consolidated balance sheet data as of December 31, 2010, 2011 and 2012, and the selected
consolidated statement of operations data for the years ended December 31, 2010 and 2011 have been derived from our audited consolidated
financial statements for the years ended December 31, 2010, 2011 and 2012, which are not included in this annual report. The consolidated
financial statements have been prepared and presented in accordance with accounting principles generally accepted in the United States of
America, or U.S. GAAP. You should read the following selected consolidated financial data in conjunction with Item 5, Operating and Financial
Review and Prospects, and the consolidated financial statements and the accompanying notes to those statements included in this annual report.
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For the Years Ended December 31,

(in thousands US$, except for per share data)

CONSOLIDATED STATEMENTS OF OPERATIONS DATA:
OPERATING REVENUES

Gaming software and service revenues

Asian online game and service revenues

Other revenues

Total operating revenues

COSTS OF REVENUES

Cost of gaming software and service revenues
Cost of Asian online game and service revenues
Cost of other revenues

Total costs of revenues
GROSS PROFIT

OPERATING EXPENSES

Product development and engineering expenses
Selling and marketing expenses

General and administrative expenses

Bad debt expenses

Impairment loss on property, plant, and equipment
Impairment loss on goodwill

Impairment loss on intangible assets

Impairment loss on prepaid licensing and royalty fees
Impairment loss on deconsolidation of T2CN
Other

Total operating expense

Loss from operations

Income (loss) from continuing operations
Income (loss) from discontinued operations

Net income (loss)
Less: Net (income) loss attributable to the noncontrolling interest and subsidiary
preferred shares

Net income (loss) attributable to shareholders of GigaMedia
Earnings (loss) per share (in dollars):
Basic:

Income (loss) from continuing operations
Income (loss) from discontinued operations

Table of Contents

2010

25,820
38,862
0

64,682

(4,010)
(17,103)
0

(21,113)
43,569
(7,301)
(21,589)
(31,780)
(1,639)
(278)
(2,255)
(1,330)
(870)
(22,234)
(1,989)
(91,265)
(47,696)
1,408
(128)
1,280
1,370

2,650

0.05
0.00

2011

34,367

34,367

0
(14,413)
0

(14,413)
19,954
(1,956)

(10,079)

(18,101)
(1,820)

0
(5,097)
(2,583)

(247)

0
0

(39,883)

(19,929)

(67,390)

(4,188)

(71,578)

366

(71,212)

(1.23)
(0.08)

2012

0
27,470
0

27,470

0
(11,388)
0

(11,388)
16,082
(1,471)
(8,377)

(13,384)

(169)

0
(12,489)
(15)
(702)

0
(49)

(36,656)

(20,574)

(13,596)
(2,521)

(16,117)

827

(15,290)

(0.25)
(0.05)

2013

0
14,106
926

15,032

0
(6,425)
(1,159)

(7,584)
7,448
(1,698)
(4,815)
(6,324)
37
0
(17,054)
(13,251)
(2,752)
0
()
(45,935)
(38,487)
(34,743)
(318)
(35,061)
281

(34,780)

(0.68)
(0.01)

2014

8,199
1,580

9,779

(6,010)
(1,825)

(7,835)

1,944

(892)
(6,708)
(6,378)

@37
(28)

(115)
(1,259)

(15,417)
(13,473)
(4,990)
0
(4,990)
(165)

(5,155)

(0.10)
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Net income (loss)

Diluted:
Income (loss) from continuing operations
Income (loss) from discontinued operations

Net income (loss)

There were no dividends declared in 2010, 2011, 2012, 2013 and 2014.

Table of Contents

0.05

0.04
0.00

0.04

(1.31)

(1.23)
(0.08)

(1.31)

(0.30)

(0.25)
(0.05)

(0.30)

(0.69)

(0.68)
(0.01)

(0.69)

(0.10)

(0.10)

(0.10)
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As of December 31,

(US dollars in thousands except for number of issued shares)

CONSOLIDATED BALANCE SHEET DATA:

Total current assets

Property, plant and equipment-net

Goodwill

Intangible assets-net

Total assets

Total current liabilities

Total GigaMedia s shareholders equity

Common shares, no par value, and additional paid-in capital
Number of issued shares (in thousands)

B. Capitalization and Indebtedness
Not applicable.

C. Reasons for the Offer and Use of Proceeds
Not applicable.

D. Risk Factors
Risks Related to Our Business and Industries

2010

93,088

5,301
39,493
19,769

267,589

43,293

217,521
309,332

56,263

2011

118,920
4,288
28,437
15,534
191,706
35,658
156,072
304,672
50,720

2012

85,135
1,949
16,934
15,675
140,394
21,647
118,231
304,851
50,720

2013

83,331
1,677

1,461
103,321
14,839
88,448
305,072
50,723

2014

91,158
1,663

222
108,304
27,337
79,019
308,682
55,262

We may not be successful in operating and improving our existing online games to satisfy the changing demands and preferences of

players.

The level of demand and market acceptance of our existing online games is subject to a high degree of uncertainty. Our future operating results

will depend on numerous factors, many of which are beyond our control. These factors include:

the popularity of existing and new online games operated by us;

the introduction of new online games by us or third parties, competing with or replacing our existing online games;

general economic conditions, particularly economic conditions adversely affecting discretionary consumer spending;

changes in our customer demands and preferences;

regulatory and other risks associated with our operations in Taiwan and Hong Kong;

Table of Contents
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the availability of other forms of entertainment; and

critical reviews and public tastes and preferences, all of which change rapidly and cannot be predicted.
Our ability to plan for product development and distribution and promotional activities will be significantly affected by how well we anticipate
and adapt to relatively rapid changes in consumer tastes and preferences. Currently, a substantial portion of our online games revenue is derived
from revenues from PC-based online games including MahJong games and other casual games offered in Taiwan and Hong Kong by FunTown
and the licensed massively multi-player online ( MMO ) game Tales Runner. However, revenues from our PC-based games have been in decline,
reflecting the overall shift in player preferences away from PC-based games to browser-based games and mobile games. This decline in the
popularity of PC-based online games, and declines in the popularity of online games in general, is likely to adversely affect our business,
financial condition and results of operations. To maintain competitiveness of our games, we must regularly invest in enhancing, improving,
expanding or upgrading our games. If we fail to do so, revenues generated from our existing games will likely decline.
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As our games are currently accessed primarily through PC and mobile devices, successful development of games for such devices will be
imperative if we are to maintain or increase our revenues, and our inability to do so may result in lower growth of or a decline in
revenues.

Devices other than personal computers, such as mobile phones and tablets, are used increasingly to access the Internet. We believe that, for our
business to be successful, we will need to develop versions of our existing games, our pipeline games and any future games that work well with
such devices. Manufacturers of such devices may establish restrictive conditions for developers of applications to be used on such devices, and
as a result our games may not work well, or at all, on such devices. As new devices are released or updated, we may encounter problems in
developing versions of our games for use on such devices and we may need to devote significant resources to the creation, support, and
maintenance of games for such devices. If we are unable to successfully expand the types of devices on which our existing and future games are
available, or if the versions of our games that we create for such devices do not function well or are not attractive to game players, our revenues
may fail to grow and may decline.

The online games market is characterized by rapid technological change, and failure to respond quickly and effectively to new Internet
technologies or standards may have a material adverse effect on our business.

The online games industry is evolving rapidly. Any new technologies and new standards may require increases in expenditures for online game
development and operations. In addition, we use internally developed software systems that support nearly all aspects of our billing and payment
transactions in our Asian online game and service business. All of our businesses may be adversely affected if we are unable to upgrade our
systems effectively to accommodate future traffic levels, to avoid obsolescence or to successfully integrate any newly developed or acquired
technology with our existing systems. Capacity constraints could cause unanticipated system disruptions and slower responses, which could
adversely affect data transmission and game play. These factors could, among other things, cause us to lose existing or potential users and
existing or potential game development partners.

In operating our Asian online game and service business, we may fail to launch new games according to our timetable, and our new
games may not be commercially successful.

In order for our Asian online game and service business strategy to succeed over time, we will need to license, acquire or develop new online
games that can generate additional revenue and further diversify our revenue sources. A number of factors, including technical difficulties,
government approvals and game licenses required for launching new games, lack of sufficient game development personnel and other resources,
and adverse developments in our relationship with the licensors of our new licensed games could result in delay in launching our new games.
Therefore, we cannot assure you that we will be able to meet our timetable for new game launches.

There are many factors that may adversely affect the popularity of our new games. For example, we may fail to anticipate and adapt to future
technical trends and new business models, fail to satisfy game player preferences and requirements, fail to effectively plan and organize
marketing and promotion activities, fail to effectively detect and prevent programming errors or defects in the games, and fail to operate our new
games at acceptable costs. We cannot assure you that our new games will gain market acceptance and become commercially successful. If we
are not able to license, develop or acquire additional online games that are commercially successful, our future revenues and profitability may
decline.

Due to increased competition among online games operators in Greater China, license fees for online games have increased and most licensors
are demanding upfront license fees and guaranteed minimum royalty payments. If any of the new games we license from third parties fails to
appeal to players, we may not be able to fully recover upfront and/or minimum royalty licensing costs, which can be significant. As a result, our
results of operations and financial condition may be materially and adversely affected.

Our Asian online game and service business faces intense competition, which may adversely affect our revenues, profitability and
planned business expansion.

The online games market is highly competitive. Online casual game operators in Greater China are currently our primary competitors. We also

compete with massively multi-player online role-playing game ( MMORPG ) operators throughout Greater China. Our major competitors in

Taiwan include Gamania Digital Entertainment Co., Ltd. ( Gamania ), Soft-World International Corporation ( Soft-World ), International Games
System, Co., Ltd. ( IGS ), UserJoy Technology Co., Ltd. ( UserJoy ) and GodGame Inc. ( GodGame ). Our major competitors in the PRC include
Shanda Interactive Entertainment Ltd. ( Shanda ), Giant Interactive Group, Inc. ( Giant ), Changyou.com Limited ( Changyou ), Shanghai Everstar
Online Entertainment Co., Ltd. ( Nineyou ), Tencent Holdings Limited ( Tencent ), Perfect World Co., Ltd. ( Perfect World ), Kingsoft Corporation
Limited ( Kingsoft ) and Beijing Globalink Computer Technology Co., Ltd. ( Ourgames.com ). In addition, we compete for users against various
offline games, such as console games, arcade games and handheld games, as well as various other forms of traditional or online entertainment.
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We expect more online games operating companies to enter the markets where we operate in Greater China, and a wider range of online games
to be introduced to these markets, given the relatively low entry barriers to the online games industry and the increasing popularity of
Internet-based businesses. Our competitors vary in size and include private and public companies, many of which have greater financial,
marketing and technical resources as well as name brand recognition. We intend to continue to enhance our market position through providing
competitive products and quality services that meet market trends and users preferences, as well as strengthening sales effectiveness. As a result
of the above, significant competition may reduce the number of our users or the growth rate of our user base, reduce the average number of
hours played by our users, or cause us to reduce usage fees. All of these competitive factors could have a material adverse effect on our business,
financial condition and results of operations.

Our results of operations are subject to significant fluctuations. We have incurred operating and net losses in past years, and we may
experience losses in the future.

Our revenues, expenses and results of operations have varied in the past and may fluctuate significantly in the future due to a variety of factors,
many of which are beyond our control. In 2012, 2013 and 2014, we incurred operating losses of US$20.6 million, US$38.5 million and US$13.5
million as well as net losses of US$15.3 million, US$34.8 million and US$5.2 million, respectively. Our future profitability will depend to a
great extent upon the performance of our Asian online game and service business and the GigaCloud cloud computing business. The key factors
affecting our businesses include:

Asian online game and service business: our ability to retain existing users; attract new users and maintain user satisfaction; the pace
of rolling out new games or updating existing games by us or our competitors; the amount and timing of operating costs and capital
expenditures relating to our business operations and expansion; seasonal trends in Internet use; price competition in the industry;
regulatory and other risks associated from our operations in Taiwan and Hong Kong.

Cloud computing business: global economic conditions and general economic conditions of the markets that GigaCloud targets; the
availability of the Internet infrastructure; and the technological and other competition from existing and new competitors, our ability
to attract new users and maintain user satisfaction; the pace of rolling out new products and services or updating existing offerings by
us or our competitors; the amount and timing of operating costs and capital expenditures relating to our business operations and
expansion; and regulatory risks associated with our operations in Greater China.
In addition, our operating expenses are based on our expectations of the future demand for our services and are relatively fixed in the short term.
We may be unable to adjust spending quickly enough to offset any unexpected demand shortfall. A decrease in revenues in relation to our
expenses could have a material and adverse effect on our business, results of operations and financial condition. You should not place undue
reliance on our financial guidance, nor should you rely on year-to-year or quarter-to-quarter comparisons of our results of operations as
indicators of our future performance and we cannot assure you that we will not experience operating or net losses in future periods.

Our business strategy, which contemplates growth through acquisitions and strategic investments, exposes us to significant risks.

We have pursued and may continue to pursue growth through acquisitions and strategic investments. Any acquisition or investment is subject to
a number of risks. Such risks include the diversion of management time and resources, disruption of our ongoing business, lack of familiarity
with new markets, difficulties in supporting the acquired business, and dilution to existing stockholders if our common stock is issued in
consideration for an acquisition or investment, incurring or assuming indebtedness or other liabilities in connection with an acquisition.

We entered into multiple strategic alliances in the past and later recognized related impairment losses on investments and goodwill. We may
incur debts in the future upon an acquisition or suffer losses related to impairment of these investments. Any impairment on goodwill and
marketable securities and investments in the future may have a negative impact on our financial results. We will continue to examine the merits,
risks and feasibility of potential transactions, and expect to explore additional acquisition opportunities in the future. Such examination and
exploration efforts, and any related discussions with third parties, may or may not lead to future acquisitions and investments. We may not be
able to complete acquiring or investing transactions that we initiate. Our ability to grow through such acquisitions and investments will depend
on many factors, including the availability of suitable acquisition candidates at an acceptable cost, our ability to reach agreement with
acquisition candidates or investee companies on commercially reasonable terms, the availability of financing to complete transactions and our
ability to obtain any required governmental approvals.

We also face challenges in integrating any acquired business. These challenges include eliminating redundant operations, facilities and systems,
coordinating management and personnel, retaining key employees, managing different corporate cultures, maintaining the relationship with the
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suppliers, vendors and/or distributors of acquired businesses, and achieving cost reductions and cross-selling opportunities. There can be no
assurance that we will be able to successfully integrate all aspects of acquired businesses. The process of integrating the acquired business may
disrupt our business and divert our resources. In addition, the benefits of an acquisition or investment transaction may take considerable time to
be fully realized and we cannot assure you that any particular acquisition or investment and the subsequent integration will produce the intended

benefits.

Our business could suffer if we do not successfully manage current growth and potential future growth.

Table of Contents 17



Edgar Filing: GIGAMEDIA Ltd - Form 20-F

Table of Conten

We are pursuing a number of growth strategies. Some of these strategies relate to services, products or markets in which we lack experience and
expertise. Anticipated expansion of our operations will place a significant strain on our management, operation systems and resources. In
addition to training and managing our workforce, we will need to continue to develop and improve our financial and management controls and
our reporting systems and procedures, including those of acquired businesses. We cannot assure you that we will be able to effectively manage
the growth of our operations, and any failure to do so may limit our future growth and materially and adversely affect our business, financial
condition and results of operations.

Dependence on network suppliers may adversely affect our operating results.

Our success depends in part upon the capacity, reliability, and performance of our network infrastructure, including the capacity leased from our
Internet bandwidth suppliers. We depend on these companies to provide uninterrupted and error-free service through their telecommunications
networks. Some of these providers are also our competitors. We exercise little control over these providers, which increases our vulnerability to
problems with the services they provide. We have experienced and expect to continue to experience interruptions or delays in network service.
Any failure on our part or the part of our third-party suppliers to achieve or maintain high data transmission capacity, reliability or performance
could significantly reduce customer demand for our services and damage our business. As our customer base grows and their usage of
telecommunications capacity increases, we will be required to make additional investments in our capacity to maintain adequate data
transmission speeds, the availability of which may be limited or the cost of which may be on terms unacceptable to us. If adequate capacity is
not available to us as our customers usage increases, our network may be unable to achieve or maintain sufficiently high data transmission
capacity, reliability or performance. In addition, our business would suffer if our network suppliers increased the prices for their services and we
were unable to pass along the increased costs to our customers.

Our Asian online game and service business depends on the reliability of the network infrastructure and related services provided by
ourselves and third parties, which is subject to physical, technological, security and other risks.

The development and operation of our online networks are subject to physical, technological, security and other risks which may result in
interruption in service or reduced capacity. These risks include physical damage, power loss, telecommunications failure, capacity limitation,
hardware or software failures or defects and breaches of physical and cybersecurity by computer viruses, system break-ins or otherwise. An
increase in the volume of usage of online services could strain the capacity of the software and hardware employed, which could result in slower
response time or system failures. We have a variety of backup servers at our primary site to deal with possible system failures. However, we do
not have redundant facilities in the event of an emergency. The occurrence of any of these events could result in interruptions, delays or
cessation in service to users of our online services, which could have a material adverse effect on our business and results of operations.

While we have implemented industry-standard physical and cybersecurity measures, our network may still be vulnerable to unauthorized access,
computer viruses, denial of service and other disruptive problems. Our Internet-based services may be interrupted as a result of the accidental or
intentional actions of Internet users, our current and former employees or others. A party that is able to circumvent security measures could
misappropriate proprietary information, attack our security and network system, and, perhaps, most importantly, cause interruptions in our
operations. We have experienced in the past, and may experience in the future, security breaches and attacks. We may be required to expend
significant capital or other resources to protect against the threat of security breaches and attacks or to alleviate problems caused by such actions.
There can be no assurance that any measures implemented will not be circumvented in the future. Furthermore, a successful security breach or
attack may lead us to incur substantial costs to repair damage or restore data, implement substantial organizational changes and training to
prevent future similar attacks and lost revenues and litigation costs due to misused sensitive information, and cause substantial reputational
damage.

Our business is also vulnerable to delays or interruptions due to our reliance on infrastructure and related services provided by third parties.
End-users of our offerings depend on ISPs and our system infrastructure for access to the Internet games and services we offer. Some of these
services have experienced service outages in the past and could experience service outages, delays and other difficulties due to system failures,
stability or interruption. For example, in February 2007, an earthquake off the coast of Taiwan, and in March 2011 an earthquake off the
north-east coast of Japan, damaged several undersea fiber optic cables linking countries such as Malaysia, Singapore, Australia, Japan, South
Korea, China, the United States and Europe, causing disruptions in Internet traffic worldwide. We may lose customers as a result of delays or
interruption in service, including delays or interruptions relating to high volumes of traffic or technological problems, which may prevent
communication over the Internet and could materially adversely affect our business, revenues, results of operations and financial condition.

Any failure to maintain a stable and efficient distribution and payment network could have a material and adverse impact on our Asian
online game and service business, financial condition and results of operations.

Our Asian online game and service business operation relies heavily on a multi-layer distribution and payment network composed of third-party
distributors for our sales to, and collection of payment from, our users. As we do not enter into long-term agreements with any of our
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distributors, we cannot assure you that we will continue to maintain favorable relationships with them. If we fail to maintain a stable and
efficient distribution and payment network, our business, financial condition and results of operations could be materially and adversely
affected.
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In addition, our ability to process electronic commerce transactions depends on bank processing and credit card systems. In order to prepare for
certain types of system problems, we have a formal disaster recovery plan. Nevertheless, any system failure, including network, software or
hardware failure, which causes a delay or interruption in our e-commerce services could have a material adverse effect on our business,
revenues, results of operations and financial condition.

Undetected programming errors or defects in our software, services and games and the proliferation of cheating programs could
materially and adversely affect our Asian online game and service business and the cloud computing business, financial condition and
results of operations.

Our online games and cloud computing software and services may contain undetected programming errors or other defects. These errors or other
defects could damage our reputation and subject us to liability. As to online games, parties unrelated to us may develop cheating programs that
enable users to acquire superior features for their game characters that they would not have otherwise. Furthermore, certain cheating programs
could cause the loss of a character s superior features acquired by a user. The occurrence of undetected errors or defects in our games, and our
failure to discover and disable cheating programs affecting the fairness of our game environment, could disrupt our operations, damage our
reputation and detract from the game experience of our users. As a result, such errors, defects and cheating programs could materially and
adversely affect our business, financial condition and results of operations. If such errors, defects and cheating programs occur in software,
services and games we operate, our business operations and, in turn, our business and financial condition, could be materially and adversely
affected.

Operation of pirate game servers and the expenses incurred in protecting our Asian online game and service business operation against
unlawful operations through pirate servers may adversely affect our business.

We face challenges from pirate game servers, which are game servers that operate unauthorized copies of our online games and permit users to
play those games without purchasing pre-paid game cards from us. The existence of unauthorized servers may attract game players away from
our games and may result in decreases in our revenues. Although we have made efforts to detect and shutdown pirate servers in Greater China,
we cannot assure you that such efforts will be successful in eliminating these unauthorized servers. In addition, detailed comparisons of software
codes and litigation proceedings are often necessary to enforce the intellectual property rights, whether owned by or licensed by us, which
sometimes result in substantial costs. The continued illegal operation of any of our existing games by pirate game servers, or the illegal operation
of any of our new games by pirate servers, may materially and adversely affect our business, financial condition and results of operations.

We may be subject to claims of intellectual property right infringement by third parties, which could subject us to significant liabilities
and other costs.

Our success depends largely on our ability to use and develop our technology and know-how without infringing upon the intellectual property
rights of third parties. There has been substantial litigation in the communications, VoIP services, semiconductor, electronics, and related
industries regarding intellectual property rights and, from time to time, third parties may claim infringement by us of their intellectual property
rights. Our broad range of current technology, including IP telephone systems, digital and analog circuits, software, and semiconductors,
increases the likelihood that third parties may claim infringement by us of their intellectual property rights. The validity and scope of claims
relating to the intellectual property may involve complex scientific, legal and factual questions and analysis, and tend to be uncertain. If third
parties assert copyright or patent infringement or violation of other intellectual property rights against us, we have to defend ourselves in legal or
administrative proceedings, which can be costly and time consuming and may significantly divert the efforts and resources of our technical and
management personnel. An adverse determination in any such proceedings to which we may become a party could subject us to significant
liability to third parties, require us to seek licenses from third parties, and prevent us from selling our products and services. The imposition of
liabilities that are not covered by insurance, in excess of insurance coverage or for which we are not indemnified by a content provider, could
have a material adverse effect on our business, results of operations and financial condition.

Certain technologies necessary for us to provide our services may, in fact, be patented by other parties either now or in the future. If such
technology were held under patent by another person, we would have to negotiate a license for the use of that certain technology. We may not be
able to negotiate such a license at a price that is acceptable. The existence of such patents, or our inability to negotiate a license for any such
technology on acceptable terms, could force us to cease using such technology and offering products and services incorporating such
technology. If we were found to be infringing on the intellectual property rights of any third party in lawsuits or other claims and proceedings
that may be asserted against us in the future, we could be subject to liabilities for such infringement, which could be material. We could also be
required to refrain from using, manufacturing or selling certain products or using certain processes, either of which could have a material
adverse effect on our business and operating results. From time to time, we may receive in the future, notices of claims of infringement,
misappropriation or misuse of other parties proprietary rights. We cannot assure you that we will always prevail in these discussions and actions
or that other actions alleging infringement by us of third-party patents will not be asserted or prosecuted against us. Furthermore, lawsuits like
these may require significant time and expense to defend, may divert management s attention away from other aspects of our operations and,
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We may need to incur significant expenses to protect our intellectual property rights, and if we are unable to adequately protect our
intellectual property rights, our competitive position could be harmed.

We regard our copyrights, service marks, trademarks, trade secrets, patents and other intellectual property as critical to our success. We rely on a
combination of copyright and trademark laws, trade secret protection, confidentiality and non-disclosure agreements, and other contractual
provisions to protect our proprietary software, trade secrets and similar intellectual property. We have patents, copyrights and trademarks in
certain jurisdictions and may apply for further trademark and copyright registrations and additional patents, which may provide such protection
in relevant jurisdictions. However, we cannot assure you that our efforts will prove to be sufficient or that third parties will not infringe upon or
misappropriate our proprietary rights. Unauthorized use of the intellectual property, whether owned by or licensed to us, could adversely affect
our business and reputation.

The validity, enforceability and scope of protection of intellectual property in Internet-related industries are evolving, and therefore, uncertain. In
particular, the laws and enforcement procedures of the PRC, Taiwan, and Hong Kong are uncertain or do not protect intellectual property rights
to the same extent as the laws and enforcement procedures of the United States do. We may have to engage in litigation or other legal
proceedings to enforce and protect our intellectual property rights, which could result in substantial costs and diversion of our resources, and
have a material adverse effect on our business, financial condition and results of operations.

Our future results of operations or the growth of our business may suffer if we are unable to maintain satisfactory relationships with the
licensors of our online games.

While we are focused on strengthening our abilities to self-develop casual games, we have historically and may in the future source casual
games, advanced casual games and MMOs through licensing from developers in various regions where online game development is relatively
established. As of the date of this annual report, we have one licensed MMO in our online game portfolio, including the games we currently
offer and the games in the pipeline. We need to maintain stable and satisfactory working relationships with our licensors in order to ensure the
continued operation of our licensed online games and our continued access to new online game licenses. We depend on our licensors to provide
the necessary technical support for the operation of the licensed games as well as expansion packs and upgrades that sustain continuing interest
in the games. Our ability to maintain satisfactory working relationships with our licensors may also influence our ability to license new online
games developed by the same or other licensors. If we are unable to maintain satisfactory relationships with our licensors, our financial
condition, results of operations, future profitability and growth prospects may be materially and adversely affected.

We have a limited operating history in providing cloud computing services, which makes it difficult to predict our future operating
results.

We introduced our first cloud computing services in early April 2013. As a result of our limited operating history, our ability to forecast our
future operating results is limited and subject to a number of uncertainties, including our ability to plan for and model future growth. We face
risks and uncertainties frequently experienced by growing companies in rapidly changing industries, such as the risks and uncertainties described
herein. If our assumptions regarding these risks and uncertainties (which we use to plan our business) are incorrect or change due to changes in
our markets, or if we do not address these risks successfully, our operating and financial results could differ materially from our expectations and
our business could suffer.

The success of our cloud computing business is dependent on the growth and public acceptance of our services.

Our future success in cloud computing depends on our ability to significantly increase revenues generated from our services. In turn, the success
of our cloud computing solutions and services depends, among other things, upon future demand for cloud-based communications systems and
services. Because the use of our service requires that the user be a subscriber of an existing broadband Internet service, usually provided through
a cable or digital subscriber line, or DSL, connection, slow or limited adoption of broadband Internet service could adversely affect the growth
of our subscriber base and revenues. Although the number of broadband subscribers in Greater China has grown significantly over the last five
years, cloud-based communications services have not yet been adopted by a majority of prospective business customers. To increase the
deployment of broadband Internet services from broadband Internet service providers, telephone companies and cable companies must continue
to invest in the deployment of high speed broadband networks to residential and business customers, over which we have no control. In addition,
networks must improve quality of service for real-time communications, managing effects such as packet jitter, packet loss, and unreliable
bandwidth, so that toll-quality service can be consistently provided. Cloud-based communications equipment and services must achieve a similar
level of reliability that users of the public switched telephone network, or PSTN, have come to expect from their telephone service, and the cost
and feature benefits of cloud-based communications must be sufficient to cause customers to switch away from traditional telephone service
providers. We must devote substantial resources to educate customers and end users about the benefits of cloud-based communications
solutions, in general, and our services in particular. Substantial, ongoing interaction with our customers in order to train and assist them with the
deployment and use of our services over these networks is sometimes required. If any or all of these factors fail to occur, our business may be
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Our cloud computing business depends on continued and unimpeded access to the Internet by us and our users. Internet access
providers and Internet backbone providers may be able to block, degrade or charge for access to or bandwidth use of certain of our
products and services, which could lead to additional expenses and the loss of users.

Our cloud computing solutions and services depend on the ability of our users to access the Internet, and certain of our products require
significant bandwidth to work effectively. Currently, this access is provided by companies that have significant and increasing market power in
the broadband and Internet access marketplace, including incumbent telephone companies, cable companies and mobile communications
companies. Some of these providers offer products and services that directly compete with our own offerings, which give them a significant
competitive advantage. Some of these providers have stated that they may take measures that could degrade, disrupt or increase the cost of user
access to certain of our products by restricting or prohibiting the use of their infrastructure to support or facilitate our offerings, or by charging
increased fees to us or our users to provide our offerings. While others, including some of the largest providers of broadband Internet access
services, have committed to not engaging in such behavior, we cannot assure you that they will follow through on their commitments.

Intense competition in the markets in which we compete in cloud computing could prevent us from increasing or sustaining our revenue
and increasing or maintaining profitability.

The cloud computing and telecommunications industries are highly competitive. We face intense competition from new cloud service providers,
traditional telephone companies, wireless companies, cable companies, competitive local exchange carriers, alternative voice communication
providers and independent VoIP providers.

Most of our current and potential competitors, particularly incumbent telephone and cable companies, have longer operating histories,
significantly greater resources and name recognition, and a larger base of customers than we have. As a result, these competitors may have
greater credibility with our existing and potential customers. They also may be able to adopt more aggressive pricing policies and devote greater
resources to the development, promotion and sale of their products than we can to ours. Our competitors may also offer bundled service
arrangements offering a more complete product despite the technical merits or advantages of our products. Competition could decrease our
prices, reduce our sales, lower our gross profits or decrease our market share.

We also compete against established alternative voice communication providers and face competition from other large, well-capitalized Internet
companies that have recently launched or plan to launch cloud-based services. In addition, we compete with independent cloud service
providers. Some of these service providers may choose to sacrifice revenue in order to gain market share by offering their services at lower
prices or for free. In order to compete with such service providers, we may have to significantly reduce our prices, which would affect our
profitability.

We also are subject to the risk that new technologies may be developed that are able to deliver competing voice services at lower prices, better or
more conveniently. Future competition from new technologies could have a material adverse effect on our growth and operating results.

Given the significant price competition in the markets for our products, we are at a significant disadvantage compared to many of our
competitors, especially those with substantially greater resources, and therefore may be better able to withstand an extended period of downward
pricing pressure. The adverse impact of a shortfall in our revenues may be magnified by our inability to adjust spending to compensate for such
shortfall. Announcements of new products and technologies by our competitors or us could cause customers to defer purchases of our existing
products, which also could have a material adverse effect on our business, financial condition or operating results.

The cloud computing market is subject to rapid technological change, and we depend on new product and service introductions in order
to maintain and grow our business.

Cloud computing solutions and services is an emerging market that is characterized by rapid changes in customer requirements, frequent
introductions of new and enhanced products, and continuing and rapid technological advancement. To compete successfully in this emerging
market, we must continue to design, develop, manufacture, and sell new and enhanced cloud software products and services that provide
increasingly higher levels of performance and reliability at lower cost.

Decreasing telecommunications rates and increasing regulatory charges may diminish or eliminate our competitive pricing advantage of
our communications offerings, which yield significant savings over traditional phone systems.

Decreasing telecommunications rates may diminish or eliminate the competitive pricing advantage of our services, while increased regulation
and the imposition of regulatory obligations could require us to either increase the retail price for our services, thus making us less competitive,
or absorb such costs, thus decreasing our profit margins. International and domestic telecommunications rates have decreased significantly over
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the last few years in Greater China, and we anticipate these rates will continue to decline in all of the markets in which we do business or expect
to do business. Users who select our services to take advantage of the current pricing differential between traditional telecommunications rates
and our rates may switch to traditional telecommunications carriers if such pricing differentials diminish or disappear, however, and we will be
unable to use such pricing differentials to attract new customers in the future. Continued rate decreases would require us to lower our rates to
remain competitive and would reduce or possibly eliminate any gross profit from our services. In addition, we may lose subscribers for our
services.
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We rely on third-party network service providers to originate and terminate substantially all of our public switched telephone network
calls.

We leverage the infrastructure of third-party network service providers to provide telephone numbers, PSTN call termination and origination
services, and local number portability for our customers rather than deploying our own network throughout Taiwan. This decision has resulted in
lower capital and operating costs for our business in the short term but has reduced our operating flexibility and ability to make timely service
changes. If any of these network service providers cease operations or otherwise terminate the services that we depend on, the delay in switching
our technology to another network service provider, if available, and qualifying this new service could have a material adverse effect on our
business, financial condition or operating results.

While we believe that relations with our current service providers are good, and we have contracts in place, there can be no assurance that these
service providers will be able or willing to supply cost-effective services to us in the future or that we will be successful in signing up alternative
or additional providers. New rules in Taiwan may impact charges that regulated telecommunications carriers assess each other for originating
and terminating traffic and it is possible that we will be subject to increased charges. This may reduce our profitability and may also increase the
retail price of our service, making our service less competitive with other providers of similar calling services. Although we could replace our
current providers, if necessary, our ability to provide service to our subscribers could be impacted during this timeframe, and this could have an
adverse effect on our business, financial condition or results of operations. The loss of access to, or requirement to change, the telephone
numbers we provide to our customers also could have a material adverse effect on our business, financial condition or operating results.

Due to our reliance on these service providers, when problems occur in a network, it may be difficult to identify the source of the problem. The
occurrence of hardware and software errors, whether caused by our service or another vendor s products, may result in the delay or loss of market
acceptance of our products and any necessary revisions may force us to incur significant expenses. The occurrence of some of these types of
problems may seriously harm our business, financial condition or operating results.

Our physical infrastructure is concentrated in a few facilities and any failure in our physical infrastructure or our inability to handle a
growing number of simultaneous calls and other services could lead to significant costs and disruptions and could reduce our revenue,
harm our business reputation and have a material adverse effect on our financial results.

Our leased network and data centers are subject to various points of failure. Problems with cooling equipment, generators, uninterruptible power
supply, routers, switches, or other equipment, whether or not within our control, could result in service interruptions for our customers as well as
equipment damage. Because our services do not require geographic proximity of our data centers to our customers, our infrastructure is
consolidated into a few large facilities. Any failure or downtime in one of our data center facilities could affect a significant percentage of our
customers. The total destruction or severe impairment of any of our data center facilities could result in significant downtime of our services and
the loss of customer data. Because our ability to attract and retain customers depends on our ability to provide customers with highly reliable
service, even minor interruptions in our service could harm our reputation. Additionally, in connection with the expansion or consolidation of
our existing data center facilities from time to time, there is an increased risk that service interruptions may occur as a result of server relocation
or other unforeseen construction-related issues.

We expect the volume of simultaneous calls to increase significantly as our subscriber base grows. Our systems may not be able to
accommodate this additional volume. If we fail to maintain an appropriate level of operating performance, or if our service is disrupted, our
reputation could be hurt and we could lose customers, all of which could have a material adverse effect on our business, financial condition or
operating results.

Any future service interruptions could:

Cause our customers to seek damages for losses incurred;

Require us to replace existing equipment or add redundant facilities;

Affect our reputation as a reliable provider of hosting services;
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Make it more difficult for us to attract new customers.
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Any of these events could materially increase our expenses or reduce our revenue, which would have a material adverse effect on our operating
results.

Increased energy costs, power outages, and limited availability of electrical resources may adversely affect our operating results.

Our data centers are susceptible to increased costs of power and to electrical power outages. Our customer contracts do not contain provisions
that would allow us to pass on any increased costs of energy to our customers, which could affect our operating margins. Any increases in the
price of our services to recoup these costs could not be implemented until the end of a customer contract term. Further, power requirements at
our data centers are increasing as a result of the increasing power demands of today s servers. Increases in our power costs could impact our
operating results and financial condition. Since we rely on third parties to provide our data centers with power sufficient to meet our needs, our
data centers could have a limited or inadequate amount of electrical resources necessary to meet our customer requirements. We attempt to limit
exposure to system downtime due to power outages by using backup generators and power supplies. However, these protections may not limit
our exposure to power shortages or outages entirely. Any system downtime resulting from insufficient power resources or power outages could
damage our reputation and lead us to lose current and potential customers, which would harm our operating results and financial condition.

We depend on third-party vendors for mobile phones, IP phones, and video cameras, and any delay or interruption in manufacturing
by these vendors would result in delayed or reduced shipments to our customers and may harm our business.

We rely on third-party vendors for mobile phones, IP phones, and video cameras to utilize our services. We currently do not have long-term
supply contracts with any of these vendors. As a result, most of these third-party vendors are not obligated to provide products or perform
services to us for any specific period, in any specific quantities or at any specific price, except as may be provided in a particular purchase order.
The inability of these third-party vendors to deliver IP phones of acceptable quality and in a timely manner, particularly the sole source vendors,
could adversely affect our operating results or cause them to fluctuate more than anticipated. Additionally, some of our products may require
specialized or high-performance component parts that may not be available in quantities or in time frames that meet our requirements.

We could be liable for breaches of security on our web site, fraudulent activities of our users, or the failure of third-party vendors to
deliver credit card transaction processing services.

A fundamental requirement for operating an Internet-based, international communications service and electronically billing our customers is the
secure transmission of confidential information and media (such as customers credit card numbers and expiration dates, personal information
and billing addresses) over public networks. Although we have developed systems and processes that are designed to protect consumer
information and prevent fraudulent credit card transactions and other security breaches and are not aware of any breaches of security on our
websites having occurred, failure to mitigate such fraud or breaches may expose us to litigation and possible liability for failing to secure
confidential customer information and could harm our reputation and ability to attract and retain customers, consequently adversely affect our
operating results. The law relating to the liability of providers of online payment services is currently unsettled and certain jurisdictions may
enact their own rules with which we may not comply. We rely on third-party providers to process and guarantee payments made by our
subscribers up to certain limits, and we may be unable to prevent our customers from fraudulently receiving goods and services. Our liability
risk will increase if a larger fraction of our transactions involve fraudulent or disputed credit card transactions. Any costs we incur as a result of
fraudulent or disputed transactions could harm our business. In addition, the functionality of our current billing system relies on certain
third-party vendors delivering services. If these vendors are unable or unwilling to provide services, we will not be able to charge for our
services in a timely or scalable fashion, which could significantly decrease our revenue and have a material adverse effect on our business,
financial condition and operating results.

We may experience losses due to subscriber fraud and theft of service.

Subscribers may in the future obtain access to our service without paying for monthly service and international toll calls by unlawfully using our
authorization codes or by submitting fraudulent credit card information. To date, such losses from unauthorized credit card transactions and theft
of service have not occurred. We have implemented anti-fraud procedures in order to control losses relating to these practices, but these
procedures may not be adequate to effectively limit all of our exposure in the future from fraud. If our procedures are not effective, consumer
fraud and theft of service could significantly decrease our revenue and have a material adverse effect on our business, financial condition and
operating results.

A high rate of customer terminations would negatively affect our business by reducing our revenue or requiring us to spend more
money to grow our customer base.
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including increased competition from VoIP providers, alternative technologies, and adverse business conditions may also influence our churn
rate.
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Because of churn, we have to acquire new customers on an ongoing basis just to maintain our existing level of customers and revenues. As a
result, marketing expenditures are an ongoing requirement of our business. If our churn rate is high and increases, we will have to acquire even
more new customers in order to maintain our existing revenues. We incur significant costs to acquire new customers, and those costs are an
important factor in determining our net profitability. Therefore, if we are unsuccessful in retaining customers or are required to spend significant
amounts to acquire new customers beyond those budgeted, our revenue could decrease and our net income could decrease.

We depend on our key personnel, and our business and growth prospects may be severely disrupted if we lose their services or are
unable to attract new key employees.

The success of our business is heavily dependent upon the services of our management team and other key personnel who have critical industry
experience and relationships that we rely on to implement our business plan. The development, marketing and growth of our services will
continue to place a significant strain on our limited personnel, management and other resources. We have experienced substantial turnover
among members of our board of directors and senior management team in recent years. Further turnover of directors, senior management or key
personnel could harm our business and our growth prospects. In addition, we must successfully integrate all new management and other key
personnel into our organization to achieve our operating objectives; failure to do so could adversely affect our business. None of our officers or
key employees are bound by employment agreements for any specific term, and we also currently do not maintain key person life insurance
policies on any of our employees. The loss of the services of any of our officers or key employees could delay the development and introduction
of, and negatively impact our ability to sell our services which could adversely affect our financial results and impair our growth.

Our ability to offer services outside Taiwan is subject to different local regulatory environments, which may be unknown, complicated
and uncertain.

Regulatory treatment of cloud computing solutions and services outside Taiwan varies from country to country and often the applicable laws are
unclear. We plan to distribute our products and services directly to consumers and through resellers that may be subject to telecommunications
regulations in their home countries. Any failure by us or our customers and resellers to comply with these laws and regulations could reduce our
revenue and profitability. Some countries may require us to register as a telecommunications provider based on our relationship with local
resellers and may subject us to fines or penalties should we fail to do so. In addition, some countries are considering subjecting cloud-based
communications services to the regulations applied to traditional telephone companies. Regulatory developments such as these could have a
material adverse effect on the use of our services in international locations.

Our transactions with related parties may not benefit us and may harm our Company.

We have entered into several transactions with certain related parties in the past. We believe that we have conducted our related-party

transactions on an arm s-length basis and on terms comparable to, or more favorable to us than, similar transactions we would enter into with

independent third parties. However, we cannot assure you that all our future transactions with related parties will be beneficial to us. See Item 7,
Major Shareholders and Related-Party Transactions in this annual report.

We may need additional capital in the future, and it may not be available on acceptable terms.

The development of our business may require significant additional capital in the future to:

fund our operations;

enhance and expand the range of products and services we offer; and

respond to competitive pressures and perceived opportunities, such as investment, acquisition and international expansion activities.
We cannot assure you that additional financing will be available on terms favorable to us, if at all. If adequate funds are not available on
acceptable terms, we may be forced to curtail or cease our operations. Moreover, even if we are able to continue our operations, any failure to
obtain additional financing could have a material and adverse effect on our business, financial condition and results of operations, and we may
need to delay the deployment of our services. See Item 5, Operating and Financial Review and Prospects B. Liquidity and Capital Resources.
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Our results of operations and financial condition are affected by political stability, as well as the occurrence of natural disasters and
epidemics.
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We operate our Asian online game and service business in Greater China. Political unrest, war, acts of terrorism and other instability, as well as
natural disasters such as earthquakes and typhoons which are common in Greater China, can result in disruption to our business or the businesses
of our customers. Our business could be adversely affected by natural disasters and the effects of influenza A virus subtypes, such as HIN1 and
HSNI1, SARS or other epidemics. Any prolonged recurrence of such adverse public health developments in the regions where we operate may
have material adverse effects on our business operations. These could include illness and loss of our management and key employees. Natural
disasters or outbreak of epidemics may result in a decrease in economic activities or temporary closure of many businesses and disruption in our
operations. In addition, other major natural disasters may also adversely affect our business by, for example, causing disruptions of the Internet
network or otherwise affecting access to our games.

Risks Related to Doing Business in Greater China

There are currently no clear laws or regulations governing virtual asset property rights, in particular, in Greater China, and therefore,
it is not clear what liabilities, if any, online game operators may have in respect of virtual assets.

In the course of playing online games, some virtual assets, such as special equipment, player experience grades and other features of our users
game characters, are acquired and accumulated. Such virtual assets can be important to online game players. In practice, virtual assets can be lost
for various reasons, often through unauthorized use of user identifications by other users and occasionally through data loss caused by delay of
network service or by a network crash. Currently there are no clear laws or regulations governing virtual asset property rights, in particular, in
Greater China where we operate our Asian online game and service business. As a result, it is unclear under PRC law whether an operator of
online games such as us would have any liability (whether in contract, tort or otherwise) for loss of such virtual assets by game players. Based
on several judgments regarding the liabilities of online game operators for loss of virtual assets by game players, the PRC courts have generally
required online game operators to provide well-developed security systems to protect such virtual assets owned by game players. In the case of a
loss of virtual assets, we may be sued by online game players and could be held liable for damages, which may negatively affect our business,
financial condition and results of operations.

There are economic risks associated with doing business in Taiwan, particularly due to the tense relationship between Taiwan and the
PRC.

Our principal executive offices and a significant portion of our assets are located in Taiwan and a major portion of our revenues of Asian online
game and service business are derived from our operations in Taiwan. Taiwan, as part of the Republic of China, has a unique international
political status. The PRC asserts sovereignty over mainland China and Taiwan and does not recognize the legitimacy of the Taiwan government.
Relations between Taiwan and the PRC and other factors affecting the political or economic conditions of Taiwan could also affect our Asian
online game and service and GigaCloud businesses.

Fluctuations in the exchange rates between the U.S. dollar and other currencies in which we conduct our business could adversely affect
our profitability.

The operations of our Asian online game and service business are conducted in NT dollars and Hong Kong dollars and our cloud computing
services are conducted in NT dollars. Accordingly, fluctuations in the exchange rates could have a positive or negative effect on our reported
results. Generally, an appreciation of NT dollars or Hong Kong dollars against U.S. dollars results in a foreign exchange loss for monetary assets
denominated in U.S. dollars, and a foreign exchange gain for monetary liabilities denominated in U.S. dollars. On the contrary, a devaluation of
NT dollars, Hong Kong dollars, or Singapore dollars against U.S. dollars results in a foreign exchange gain for monetary assets denominated in
U.S. dollars, and a foreign exchange loss for monetary liabilities denominated in U.S. dollars. Given the constantly changing currency exposures
and the substantial volatility of currency exchange rates, we cannot predict the effect of exchange rate fluctuations upon future operating results.
There can be no assurance that we will not experience currency losses in the future, which could have a material adverse effect on our business,
revenues, results of operations and financial condition.

Risks Related to Ownership of our Shares

The price of our Shares has been volatile historically and may continue to be volatile, which may make it difficult for holders to resell
our Shares when desired or at attractive prices.

The trading price of our Shares has been and may continue to be subject to wide fluctuations. In 2014, the closing prices of our Shares on the
NASDAQ Stock Market have ranged from US$0.77 to US$1.72 per share, and the closing price on March 31, 2015 was US$0.7699. Our Share
price may fluctuate in response to a number of events and factors. In addition, the financial markets in general, and the market prices for
Internet-related companies in particular, have experienced extreme volatility that often has been unrelated to the operating performance of such
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companies. These broad market and industry fluctuations may adversely affect the price of our Shares, regardless of our operating performance.

Our Shares are listed on the NASDAQ Global Select Market and if we fail to meet the standards for continued listing of our Sha