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Hello, everyone. Welcome to Tian Ge Interactive Holdings Limited’s Third Quarter 2015 results

announcement conference call. (Operator Instructions) | must advise you that this conference is
being recorded today. (Operator Instructions)
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At this point, I would like to turn the call over to Mr. Kenneth Ke, Tian Ge’s Investor Relations
Director. Please proceed.
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Hi everyone. And thank you for joining Tian Ge Interactive Holdings Limited’s Third quarter
2015 earnings conference call
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Before we begin, I will remind you that in this call, we will make “forward-looking statements”
that are based on our current expectations, assumptions, estimates and projections about Tian Ge
and its industry. All statements other than statements of historical fact we may make during this
call are forward-looking statements. These forward-looking statements speak only as of the date

hereof and are subject to change at any time, and we have no obligation to update these forward-
looking statements.
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Joining us on today's call are Mr. Mike Fu, the Company's Chairman, and CEO; Mr. Richard
Mai, COO and acting CFO. Mike and Rich will speak in Chinese, and we will translate their

comments into English. Shortly after the call, we will provide a transcript in English on our
website.
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At this time, | would now like to turn the conference call over to our Chairman, Mr Mike Fu.
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We are here to address our third quarter 2015 earnings result. In the third quarter, we continued to
move forward in strengthening and expanding our core live social video products towards mobile,
020, as well as to other new verticals. However, the trend towards mobile has brought both
challenges and significant opportunities to us. As the younger generation tends to rely more on
mobile devices rather than PC, we see mobile definitely will be the core tool and major gateway
for internet access and consumption.
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We are taking positive steps to address the issue. As we are strategically transitioning into
Mobile, while diversify our products offerings, our financial performance in this quarter doesn’t
yet show the progress we are making. Meanwhile, we have successfully launched and operated
several new mobile games and applications, completed several acquisitions and entered into
several cooperation alliances. Going forward, we will focus on leveraging our unique ecosystem
and strategic partnership with new vertical leaders as well as strategic investments to diversify

product offerings, accelerate user base growth and capitalize on emerging monetization
opportunities on PC, mobile and O20.”
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In 3Q 2015, the number of our total monthly active users increased by 26.2% YoY to 18.6
million, mainly driven by our investment in mobile products. Benefiting from faster mobile

connection speed, cheaper mobile device purchase costs, lower mobile traffic fees and our
mobile promotions, our percentage mobile MAUSs increased to 20.9% in the third quarter of 2015,
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compared to 10.0% in the same period of 2014. However, the slowing PC usages, mobile
competitions and mobile monetization remain a challenge for the Company.
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In the terms of games, in addition to the three mobile games we launched and operated with test
feature on live social integration in the first half of 2015, we have initiated the soft launch of a

licensed new 3D interactive games, Dark Throne “#5 2 £ #” . The initial testing result of these

games is highly anticipated. This is a Diablo-style ARPG game with unique 3D visual features
and interactive motion control technology. Moreover, we are actively exploring the development
of our new web and mobile game publishing platform with leading game publishing partners.
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In the terms of ONLINE TO OFFLINE (“O20”) entertainment, our O20 entertainment strategy
goes beyond the mass karaoke market. We have diversified our product offering by extending
into smart entertainment devices that further expands our user base and online experience into
other offline venues, such as bars, pubs, clubs and restaurants, etc. Currently, we offered 020
karaoke system, as well as several smart devices in over a thousand physical entertainment

venues.

Going forward, we plan to leverage our well-established distributor ecosystem and management
know-how to franchise or promote our products on a national scale. We believe the addressable
market for our O20 entertainment products are massive, and could potentially generate outsized
shareholder returns.
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In the terms of Healthcare Management, we have already expanded our business into healthcare
industry and are now in the process of creating an O20 healthcare-oriented live social ecosystem
in a larger scale, supported by our internal technology incubation team and strategic investment
divisions. The future plan of the Group is to expand our investment reach in partnership with our
strategic partners in the field of medical, healthcare and beauty industries.
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We established our first overseas subsidiary in Japan during first half of 2015, through which we
successfully increased our global presence and at the same time introduced new premium
international contents to our live social platforms. Our Japanese interactive platform is about to

go online and our Chinese platform will begin offering Japanese and Korean contents and hosts
as part of our internationalization strategy in 4Q 2015.
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Lastly, we are highly confident on Tian Ge’s future development, profitability prospect and free

cash flow growth. Now, let me turn the call to our COO and acting CFO Rich, to go over our
operating and financial performance.

B AL

Rt Mike, K R%4F!
Thanks Mike and hello everyone.
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Let me first go through our Operating metrics for 3Q 2015
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In 3Q 2015, our total MAU increased by 26.2% year-on-year to 18.6 million from 14.7 million in
the corresponding period in 2014. Our Quarterly Paying User increased by 26.1% year-on-year
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to 811,000. Our Quarterly ARPU decreased to RMB 184 from RMB 222 in the previous quarter,
mainly due to the current mobile migration with relatively weak monetization.
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Number of hosts and rooms on our online platforms remained stable and the percentage users on
air over MAU on our online platforms declined slightly to 3.4% in 3Q 2015 from 3.7% in the
previous quarter. That’s mainly because our mobile active users also tend to interact more in

terms chatting and solely viewing. Overall, our mobile user base are steadily growing, but
improving mobile monetization remains a challenge to the Company.

FET R, BFEKFLILREA 2015 F = F 690 51k 5.
Next, Let me go through our financial highlights for the third quarter of 2015.

SR BITRBA T BAFERAART LA LAL, AW E > ESE RIS X F R R
o &

Let me first clarify that all the figures I'm giving today are in Chinese RMB. And all the
percentage changes refer herein are year-over-year comparisons.
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Total Revenues decreased by 8.4% year-on-year to RMB 158.5 million from RMB 173.1
million in the same period in 2014, mainly due to the decrease of income from online

platforms as a result of decreasing ARPU paying users, which is affected by industry
trend and shifting user trends from PCs to mobile devices.

o LAY 2014 F R AR T L3 AR LT 221% 2 AR T 1.19 2, 24 %
B 88.5% T % £ 75.3%.

e Total Gross Profit decreased by 22.1% to RMB 119.3 million from RMB 153.1 million in
the same period of 2014. Gross margin decreased to 75.3% from 88.5% in the same
period in 2014.
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Selling and marketing expenses decreased by 19.8% to RMB 49.1 million from RMB
61.2 million in the same period in 2014. The decrease was primarily due to the cost
control policy we adopted this year.
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Administrative expenses decreased by 29.2% to RMB26.0 million from RMB 36.8

million in the same period in 2014, primarily due to the decrease of share-based
compensation and listing expenses.
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Research and development expenses decreased by 4.5% to RMB21.9 million from RMB
23.0 million in the same period in 2014, primarily due to the decrease in share-based
compensation.
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Adjusted EBITDA decreased by 27.5% to RMB58.5 million from RMB 80.7 million in
the same period of 2014

o IFRS &#]iA% 2014 F R A9 AR T 2,000 7 LR 3K 41.9% £ AR T 2,960 7
o
IFRS net profit increased by 41.9% to RMB29.6 million from RMB20.9 million in the
same period in 2014.
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Our Adjusted net profit decreased by 37.3% to RMB44.9 million from RMB71.6 million
in the same period of 2014 and Adjusted net profit margin decreased to 28.3% from
41.4%.

o IFRS #BAKBAAANRT 0024 1, ZifEERLEREH A ARKT 0.036. 7
IFRS Basic earnings per share was RMB 0.024 per share. Adjusted basic earnings per
share was RMB 0.036.
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As of September 30, 2015, we had no debt and RMB 1,497.3 million in cash, cash equivalents,
term deposits, and principal-protected structured deposit.
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In the third quarter, the Company did not have any significant capital expenditures for the three
months ended September 30, 2015.
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During the third quarter of 2015, we’re entering into a transitional stage through product
diversification as well as undergoing the evolving trend of switching user behavior from PC to

mobile, our focus and understanding of the users across Tier 2 to 4 cities of China remains our
strength and will retain our leadership position in the lower Tier cities.

PAFF A EIRY, h ERFATTRAEIETRHAH R HHf]
With that, 1 would like to open the call to Q&A. Operator, would you please open the line for
questions. Thank you.




