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Hello, everyone. Welcome to Tian Ge Interactive Holdings Limited’s First 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, | would like to turn the call over to Mr. Kenneth Ke, Tian Ge’s Investor
Relations Director. Please proceed.

&% Kenneth Ke:
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Hi everyone. And thank you for joining Tian Ge Interactive Holdings Limited’s first
quarter 2015 earnings conference call.
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Before we begin, | 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; Mr. Paul Keung, CFO. Mike will speak in Chinese, and we will
translate his comments into English; while Richard and Paul will present in English.
Shortly after the call, we will provide a transcript in English on our website.

BUE, AiEM R AN .

At this time, | would now like to turn the conference call over to our Chairman, Mr Mike
Fu.

1% B % Mike Fu:
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We are pleased to announce the Company’s 2015 First Quarter Results. Our overall
business remained stable with steady growth, and financial performance was
satisfactory. In terms of our users, our interactive platforms continued to be a big hit
among users and is attracting new users steadily making our 2015 First Quarter MAU
and QPU recorded an increase. Our number of rooms has increased too. From
Management point of view, our First Quarter performance was satisfactory and we have
high confidence towards our future revenue, profits and cash flows.
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During our 2014 Annual Results, we mentioned about the 3 key initiatives for 2015,
including:
1) First, we will actively expand our mobile business;
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2) Second, we will expand our revenue and user spend to mobile and new
vertically-integrated businesses including O20 KTV, healthcare, finance;

3) Third, by leveraging on our R&D capabilities and ecosystem, we expect to build
more cooperative partnerships in order to bring more significant returns to
shareholders

B ERA PO R KE b EARG15%, XARMNYGLGFFEANY R, F—, B
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Our mobile MAU increased to 15% of total MAU, and it has two major benefits and
impact to our business. First, mobile increases the time spent and stickiness of our
many to many users, and although ARPU may be lower on a monthly or quarterly basis,
we are seeing a higher paying ratio, more frequent spending patterns, and we believe
no major change in lifetime value of the customer.

F=, BMEBIHGEH TN BRRILENRY, BRCEZEANAT Y ROBIRGIHA P
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Second, with limited marketing, we are already starting to see many first time users
enter the many to many communities. Based on these emerging user feedback, we are
increasing our investment in new mobile apps and exploring adding new and small
platforms to our live social community.

LR CENHERIRE KRGS T, RMNAEIRFTIES £2481150%.

Under the explosive growth pull of smartphones, we believe this number will exceed
50% in the coming 3-5 years.

EFHEALS, THARKMARY LEHKANA, RNML, FTARIESSE, Ay
T A b 589 ) 3 B AL i 50%.



R EFHERAERAT (1980.HK) ;
2015 £ 5 —FE R SR E S WE R Xa8tian
201545 H 26 H

As for the new vertical business segment, it will be our major growth catalyst in the
future. We expect to see these new verticals to contribute to at least 50% of our
revenue and user spend.

£ O20KTV &, NEA el —FKALTEM KTV E4 LKkT %R EREF XL SF
Wridlo SLEREESAE LA ALY RAD 69 A B 3EAP 28 5 R E WA T #9898 45 R Su it F 42 OK
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In terms of O20 KTV business, the Company made great progress and signed a
strategic alliance agreement with the leading KTV chain in Wenzhou, BJL Entertainment.
This strategic alliance would allow Tian Ge to expand its content offering inside BJL
Entertainment’s Jolly100 branded chain karaoke facilities to include games, online to
offline interaction and parties, virtual hosts and competitions, online payment and virtual
gifts.
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In terms of games, we further expanded our gaming business in 2015 by cooperating
with gaming developers and launched a brand new game called "Feng Huo Jia Ren",
another new game called “Zhan Ge Lian Meng”, which will be launched during Second
Quarter of 2015. We believe, the new launches will bring in revenue contributions in
short term.
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In terms of mobile healthcare management business, after acquiring Hangzhou Xi He in
early 2015, we see speeding B2B progress with the rapid signing of additional hospitals
and check-up center network.

BT BRHEAEE A LS, &A2015 Fo 464 B it F ks Ty, i &A15 MS Capital
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Apart from actively expanding our China business, we also began entering the overseas
market in 2015. We recently signed strategic investment and collaboration agreement
with MS Capital, forming the Tian Ge Japan Joint Venture, which provides live social
video services to Japanese users.

Re, EABEM T RAEENT, m EXB I RANE SIS, BATAE G REL
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Last but not least, under the positive momentum from “Internet +”, together with the
mature core business of Tian Ge, we have high confidence towards Tian Ge’s future

development, profitability prospect and free cash flow growth. Now let me pass the time
to our CFO — Paul Keung to go through the details of our financial performance.

Paul Keung:

Thanks Mike and hello everyone.
J& i Mike, KFKUF!

Let me first go through our financial highlights for 1Q 2015, next | will hand over to
Richard to share more specific details about our operations.

RSB IRIRAT 2015 E55 —FAL ST, ARG RS IERE] 2245 Richard B E4H 73 = HATH
EISTE L

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.

S RBPTR S I FA B2 AN R e v sbL, B i E > RS 1 5 R E R T
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e Total Revenues up 8.1% to RMB185.5 million from RMB171.6 million in the
corresponding period of 2014, mainly driven by the success of our mobile games
business. Excluding the VAT effect revenue increased by 14.6% YoY, as our
revenues are recorded as net off 6% VAT tax after June 1, 2014.

o HMAH 2014 FEFEIIM AR T 1.716 /2 LT+ 8.1% = NI 1.855 14, EE ik
MIFT ML 55 R BTt 3. RN RAT A 7 LLNER 32 2014 £ 6 A 1 H AR
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14.6%.

e Revenues from games increased by 66.7% YoY to RMB20.9 million from
RMB12.6 million and the actual increase rate should have reached 76.8%
excluding the VAT effect as our revenue are now recorded as net off 6% VAT tax
after 1 June 2014.

o FIABART 20.9 | TGN 66.7%E NIR T 20.9 BT, FBunIRA %%
TUANERS2 2014 4 6 H 1 H 5 A= R B (E R e 0 2 =) TEAR N TRHIR 6% RS20,
KBRS NN 76.8%

e Total Gross Profit increased by 8.4% to RMB156.5 million from RMB144.3
million in the corresponding period of 2014. Gross margin slightly increased to
84.3% from 84.1%.

o REFIHEMH 2014 EFEBW AT 1.443 23810 8.4%F A\ 1.565 12, EF=
H 84.1% R38N 84.3%.

e Selling and marketing expenses decreased by 2.3% year-on-year and 13.2%
quarter-on-quarter to RMB48.9 million for the three months ended March 31,
2015 from the corresponding period in 2014 and the three months ended
December 31, 2014, respectively, which mainly due to the adoption of our cost
control policy in 2015.

e HZE 201543 A 31 HIL=1MH, HERTHE FZMHE 2014 EFBHZET
B 2.3%KAMHE 2014 £ 12 A 31 HIEEZT® 13.2% 2 AR T 489 H i, FEHT
PATT 2015 4F 4T 1 F8 0l BSAS T 4 it

e Sales and marketing expenses as percentage of revenues may fluctuate each
quarter based on seasonality and timing of major promotion events. However, on
an annual basis, we expect the ratio to remain in the low 30% of total revenues
range.

B A HET I S S YON 1 43 LEA% R I Ik DR R e s s A e sl B4%
FEAHIRATELS W LE B 2 455 30% /244
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Administrative Expenses increased by 12.5% year-on-year and decreased by
7.1% quarter-on-quarter to RMB 27.5 million for the three months ended March
31, 2015 from RMB24.4 million in the corresponding period in 2014 and the three
months ended December 31, 2014, respectively.

ITEIFCAR L 2014 EFEIA AR T 24.4 H i clA N 12.5% E AR T 275 H
F e M E 2014 £ 12 A 31 HIE=MNABK AR 29.6 F 5 762 A H g2
7.1%.

The year-on-year increase in administrative expenses is primarily due to an
increase in share-based compensation of RMB14.6 million and partially offset by
the decrease of professional and consultancy fees of RMB8.3 million and
business tax and related surcharges of RMB4.6 million benefiting from the VAT
reform effective from June 1, 2014.

ATBUT SR 32252 th T Bty B 0T SCHEIn N IR 14.6 15 75 el et 38 in 4
Bealb Rt e % FH 80 N R 8.3 [ 737 A Kl 2014 4E 6 A 1 H AR BB 20
BT 3 SO E A AR SR I 2 gk N BT 4.6 71 75 el o 184 -

The quarter-on-quarter decrease is primarily due to the decrease in employee
benefits and professional and consultancy fees.

127 (9 32 52 R T e AR A DA B b e it i) B FH ik B 5

R&D expenses increase by 35.7% year-on-year and decreased by 29.4%
quarter-on-quarter to RMB20.5 million for the three months ended March 31,
2015, primarily due to the increase in employee benefits and new research and
development investment in mobile games, and as well as the decrease in game
development outsourcing costs, respectively.

WERFF AR N 35.7% & AN 20.5 7t Mg 20w/ 29.4%, TEEH TR
SRR AT FH LI 3 i A S B AT 80, LA A BT I R o) Ay 2 s o

Our Adjusted Net Profit increased by 19.1% to RMB75.1 million from RMB63.1
million and Adjusted Net Margin increased to 40.5% from 36.7%.

Z AR H 2014 FE R AR T 63.1 5 I 0Hm 19.1%E AN T 75.1 5 J 7T,
ZRBMAERE G 36.7%1 % 40.5%.



R EFHERAERAT (1980.HK) ;
2015 £ 5 —FE R SR E S WE R Xa8tian
201545 H 26 H

e Our 1Q 2015 Adjusted EBITDA increased 26.0% to RMB96.7 million from
RMB76.8 million.

e 2015 EHEZL I EBITDA 141 26.0% L) 2 F=EE N 20.9% % A\ [ 96.7 & Fi
JCo

e Adjusted diluted earnings per share was RMB 0.056 per share. Adjusted basic
earnings per share was RMB 0.061.

VR RMEE R ANR T 0.056, 4 AR AR A AR 0.061

Fully diluted shares outstanding as of March 31, 2015 was approximately 1.25
billion.

o HE 20154 3 [ 31 H &M B ey 12.5 1L

As of March 31, 2015, we had no debt and $1.67 bilion RMB in cash, cash
equivalents, term deposits, and principal-protected structured deposit.

B AE2015453 31 H, HATKAIEM B, e LIS, EMERRA G TEAR
FANNRM16.712.

For the three months ended March 31, 2015, our capital expenditures were
approximately RMB32.0 million, mainly related to the purchase of our new office space
located in Beijing, renovation expenses, office supplies, and purchase of other network
equipment. The aforementioned new office purchase transferred to our fixed assets in
February 2015 with total amount of approximately RMB46.2 million.

=2 20154 3 7 31 HIE=/"H, HANIWHEAI LA N ANRT 32.0 B 76, EEA KM
KENLF ALK BB I D =, RBHRA, o= LA, O T 2015 4
2 JPRNFRA T2 557, Bk EL N NIRRT 46.2 11 /3G,

We are very satisfied with our ability in attracting users and the growth in both active
users and paying users.

FATIE R RT3 %5 7 (A T TR B P S 3R P
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e Monthly Active Users (“MAU”) increased by 34.9% YoY to 16.4 million in the
first quarter 2015 from the corresponding period in 2014.

e Quarterly Paying Users (“QPU”) increased by 24.2% YoY to 769,000 in the
first quarter 2015 from the corresponding period in 2014.

e The Quarterly Average Revenue Per User (“QARPU”) decreased by 18.8%
YoY to RMB225 in the first quarter of 2015, mainly due to the increase in more
frequently paying mobile users.

o 2015 EHZEH EIEMA LT K 34.9% % 164 T Ji

o 2015 FHFFLIEMA LTI K 24.2% % 76.9 1

o 2015 FEHEFIL T HIUNIZE Tk 18.8% FE N R 1T 225, =E Ky 5 i K 1
a4k 2 FH - B B 8

In 2015, we continue to see a healthy growth trend, which means there will be a
breakthrough in this year and an upward trend in the number of users.

T 2015 4%, FRAVGRLEE Mg R KES, EEAERTENRANTAIL R T %
B 2 BTk

At this point, let me hand over the call to our COO, Richard, who will discuss in more
details of our recent development and future strategies.

BUER AL 5245 2~ mPAT SR S s e B R R AR 7 A B 1R8I A Jee SRR SRS
L ipe g

Richard Mai:

i Paul, &A247!
Thank you Paul, Hello everyone!

HAV2015 F 898 FFF kg, KIE 3 HmegfEREETAS.
Reflecting on our 1Q 2015 results, we are seeing three positive trends in our operations.

B, RATF LA F& BN, S BN FTIFRI T P IEKEIN P AR
B, AKX, RNA K E 2] XA Android & 10S ki k.
First, our investment into integrating mobile across our live social video communities is

resulting in strong user growth and an improved user experience. Today, we offer
Android and IOS versions for all our major live social video communities.
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We experienced 35% growth in our MAU in 1Q2015. Our quarterly paying user (QPU) in
1Q 2015 also experienced a double digit growth to approximately 769,000 from 619,000

in the corresponding period of 2014. We continue to make payment easier, adding more

payment options and flexibility - and the shift to 4G and LTE is helping to improve the
overall user experience.

RIRGE A RE], RABHRGERA P CREKE L ERG15%. Bahmwah APk
mﬁk%%kﬂ&ﬁ%T%ﬁ;%%?&%H&%ﬁﬁ“@U@%%Pcfﬁ%&mﬁﬂ
ARELS, AFREZLRYE, RNAARMEKFEBHGR P L6 ARNERPC #H—H
+£E28 5,

As mentioned by Mike, our mobile MAU increased to 15% of total MAU. Mobile
increases the time spent and stickiness of our many to many users, and although
mobile ARPU may be lower on a monthly or quarterly basis, we are seeing a higher

paying ratio, more frequent spending patterns, and we believe that the lifetime value of
the customer is similar or even higher.

WO, BMAEBARGTHR A BRILGIR Y, BRCEFINA R R OBIHRGHA P
MANS TSR, TR, BRAVEHS S QMk&A A H 4 App, AR KA KA L
AL AR X F 3G Ae B % 6N 693769 &

Moreover, with limited marketing, we are already starting to see many first time users
enter the many to many communities. Based on these emerging user feedback, we are

increasing our investment in new mobile apps and exploring adding new and small
platforms to our live social community.

Eok, ME S35 " L4 AARH, RMERBY R KX LEEZL T 020 L4, 253 %
KTV k4 2E £ & T KTV £IKJE, Wi 3 B4 % 4 SRR EXELTKTIV =%,
B 2014 4% 569 O20 KTV K &, KEWNLERAANBZ, 24K, RERI5EIMNE
KTV i&4 £k, &5 F M KTV & 2R A4E, Fi68 & F & 020 £45 0K 14

Second, our “Many to Many” business is mature and stable and we will actively expand
our O20 business, particularly our KTV business to extend to offline KTV physical
stores, to establish and create a more exciting online to offline KTV product. We saw
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satisfactory testing results from the 3 020 KTV pilot points in Hangzhou since their
establishment in 2014, and now we officially entered into strategic alliance with BJL
Entertainment, the largest chain karaoke operator in the Wenzhou region to expand the
Jolly100 branded O20 karaoke business.

CERNZCHEBTHRAFTEATES, MABMATARKE, WRESF, RRRBHKS
B AR TEMBRNFIOANRY B ZERFT G mBAM R R, BIAHFGEE, KRMNR
7 Bk B i R a9 O20 KTV F 42 4k e K, FA WA RA T RMFF 49 =R

As part of the collaboration, BJL Entertainment will be responsible for the offline
operation whereas Tian Ge will be responsible for system upgrade and brand
promotions etc. In the coming future, Tian Ge and BJL Entertainment plans to upgrade
and install Tian Ge’s new cloud-based software solution to at least 10 test locations

throughout Wenzhou and Hangzhou region. Upon the cooperation, we will both access
a massive 020 KTV market potentially bringing in outsized returns for shareholders.

F=8, WRALEFER. ZMNT 2015 84 569 FEA TN EA 44%, 4
O FAs St o BRAVARAS AT TR 4540 R KA I 4k 4 BT
Thirdly, our monetization remains healthy. Our paying ratio for first quarter 2015 is 4.4%

and we see healthy monetization trend, we believe the paying ratio could continue to go
up over the long term.

BARKRIL, AR TBIGARA R, RAVATRIEA PR, e BATE RN T K
17189 52 B AL SCALIR Ak 55849 4] i d0h 1R K50
Overall speaking, based on the current operating metrics, we are highly confident

towards our ability to stimulate users spending, our revenue as well as the net profit
generated from our live social interactive video platform business.

EN TR L RAHX T 2015 F 6 1AL H 6 28 A EZFARE=ZH A
FIHERK . BAVRL G HRITF LR B LA T — &K TEREAL , @ % I—FH i
& TRFIE) 22015 5 —F R EA . KiZkA, RMNFEANRMNGERRL 24
PR B RS BB 8 RN 8) B A K, AR SEF A o

We are excited about our gaming business. We plan to launch 6 to 8 self-developed

and third party developed games in 2015. We have some latest updates to share with
you, we have currently launched a new game called [} k£ A J with our game co-

developer and another new game called [ ¥ k8% % 1 to be launched in second quarter
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in 2015. In the long run, we consider to leverage our technology and host economy to
help smaller game companies to publish games and stay competitive.

BRI, BT AREBRNTF LG FARLR, AP e ZH7 698 B b 5B AR 7 % k -
8 &AM T 2015 FAaml A M A R, RAVILET - TR T RAUK 69 & 57 442 APP, 5t
BFH=F R R FARMNARG RSB, AEPRBESERERRS. FHEALSA
A RKER KR ST, MR LE, 128 E Hhuil A RAE A — KA b6 = m e
RELRARBERE M, WERBHEERBEAREL, 25RR, BMEBFHRRTRELS,
EMA ST 2015 F -2 XA £ 5 H69F A A o

Apart from games, we are actively investing in mobile applications in order to expand
into new vertical business and for new business exploration. Upon acquisition of
Hangzhou Xi He in early 2015, we have successfully developed a breakthrough
healthcare app to be launched in second quarter in 2015 among Hangzhou Xi He
customers for online healthcare management services. Mobile applications business
contributes minimal revenue to the Group’s overall business, but through our
cooperation with Hangzhou Xi He which is a leading cloud-based health management
system provider, together with the operating and technological expertise, ecosystem,

virtual economies and capital strength of Tian Ge, we are confident in the success of
launching more easy mobile apps in 2015.

WA, &A1E 5 MS Capital, Inc. (“MSCI”) 3T BB K ARSI, mEEFNE R
A5 B AR, AF3T B RA PR ST AL R RALSUR S0 RAB B RN 456 H) R A S BT AE T
P& TBHRFRA G BAEX, UBEMSCIHATASTHRELRGRRALINL, &
TR IR %, B AR IZIREINRN P E BAE NG E ALY 9 W TR, RIER
BN TF 38 S AR P AR, 7 KRS Z 3T i T 56970 Ao

Recently, we have signed strategic investment and cooperation agreement with MS
Capital, Inc. (“MSCI”) to setup a joint venture company “Tian Ge Japan”, to provide real
time social entertainment platform for Japan users. Tian Ge Japan will leverage on the
Group’s mature real-time social platform technologies and successful business model,
as well as MSCI extensive and strong Japanese stars network to establish another
popular hosts systems. This is to, by establishing the habit of buying and sending virtual

gifts among overseas users, boost the Group’s revenue by expanding overseas
Chinese user base and to expand the Group’s Asia’s footprints.

A F A EIRN, F EFAT AL T RAA R HH]
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With that, | would like to open the call to Q&A. Operator, would you please open the line
for questions. Thank you.

Question-and-Answer Session

IR M. EMNALELTFLP LR (Z# A T). Cheng Cheng, Pacific Crest
Securities.

Operator: Thank you. We will now begin the question-and-answer session. (Operator
Instructions). Cheng Cheng, Pacific Crest Securities.

Cheng Cheng: A% FH3hsp 69 F 2o M., RIRABNBHHGA R 2D S, R
ﬁ%%ﬁ%%%Aﬁ'%4ﬂ%ﬁ% RAIGF B MAATLAEE H I, A& EMRE
S et AR LB E, EREERELI B T B £ Fo i 5% 69 ZA BT 1) 3K,

we?

Cheng Cheng: Two quick questions on mobile. | think you guys mentioned about higher
paying ratio on mobile. I'm just wondering if you compare that to the 4.4% this quarter,
what would the conversion on mobile look like? And also, just in terms of the increased
time and spending you're investing on mobile right now, does that mean incremental or
are you seeing any cannibalistic impact to your PC time spent and PC paying currently?

Paul Keung: g1k 89 MM, &4 = %5442 F) it Richard T 4k 4,48 452 & L. ﬁ$%,
BMNER TS BAE L CHEEM T AP ORIE. H AR RGO 2, ket 3k
B PR FHRASTER PR, A% FR2ZRR A REG 4.4%.

Paul Keung: Thank you for your question. | will answer that and | think Richard may
have some comments on it as well. So you will note that this quarter, we released a
quarterly payer user number to be more consistent with a lot of the investor questions
that focus on the quarterly figure. That ratio, if you take the quarterly payer and divide it
by the active user, it's about 4.4% as you mentioned.

FAT, RMAFTAEATRRA P EERA P 425%, %3064 % E5XA R EAT %A
FrbfEAmit. Richard & E—Awmm bR A% > Kitkst, P 2AE AP w&HA 4%7R
75 5%, X AFPuteg4.4%40. RN ZH LR A P H R TR 6%RNES, M@
—#0t E A X, KEFA T L d 6%4= 2] 8%,
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Previously, we had disclosed monthly paying user over a monthly active user, which
was about 2.5%. That ratio compared to monthly is relatively similar, meaning that
Richard, in the last comment, mentioned he expected paying users to improve from 4%
to 5% on a monthly basis over the long term, which would be in the 4.4%, but we expect
that to probably increase to 6% or more, 6% to 8% over the long term using that same
set of metrics.

R FEAFARXT AP BEHR . BRRAETIN, KRN0 EFA TR P
B EREH45%, F123 10%0, LEARSZALPCHGBRAF, WNED S5
FF e PC sm Bt iL £ % B 8] £ RANH Lo XA 52 R IUAL G e T 3K A LA R F 35 69 B 4]
Xt EAV K 09 5 AL R B

Secondly, your question is about incremental users. The first thing is originally in the
early stages, meaning the first going from zero to roughly 5% to 10% of our active user
payers. A lot of users are essentially older users coming back and spending more time
with us originally on PC. And now, that actually increased time spent for existing
customer bases. That was very helpful in monetization for last year.

S, 15T A % & 5| Mike #» Richard 693F36. #4142 A 5| ZAALER £ 53 P Ao Ak
et RIS H G T A KB R 7. AL AT & %A 506055503 AT S
W, BRI, W, A SR A, @EEALT ARPU, SR E AMEAE
KAP, ARG EE Y,

More recently, you'll notice that in Mike and Richard's comments, they mentioned that
we're seeing a lot of new users enter the platform. They also mentioned that we're
planning to launch new mobile APPs into the platform, given we've seen the influx of
new users. So more recently, the answer to your question is, yes, a lot more users
coming in, but it does have the impact of reducing the ARPU as they tend to spend less
money when they're a first-time user.

Richard Mai: x}. %4h A6 — S 2 EMAREHAHmG R FHERKEZLPC w63 A P Sk
%, BIRMNEEIN PRI BT, RNMBEESF R EAE, ~E, AHAEL
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Richard Mai: Right. So one more thing to add is that we see the user from mobile side is
with much more higher growth rate compared to our PC new users. In addition to that
we also noticed that user is happy to pay -- make the payment from the mobile side, but
in some case, when they note that due to the small side of the mobile. So they -- some
of them will be transferred to the PC side for a larger payment, so that is kind of the
issues that we noticed. Thank you.

Cheng Cheng: 4549, #tifto

Cheng Cheng: Okay, great. Thank you.
E#F A Ming Xu, 7% 4R

Operator: Ming Xu, UBS

Ming Xu: RERMNA X LK4F0—F F L. RARARM. F—=&%FARPU &, &M
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Ming Xu: Congratulations on the strong quarter. | have two questions. First is about the
ARPU side. So we see that ARPU declined this quarter because of more mobile users.
So could you provide more colors on the ARPU of respective ARPU for mobile and for
PC? And as they presented a contribution of mobile users continued to increase, what
kind of downside will we see in ARPU to further maybe decline?

HoAFAMAXTAEG., AR, B TERETHMRIEE, RAASETEBAGEAMRES
T HILETRRE M ART AR K A8 F2 272 A8 69 B R LD 2344

The second question regarding margin. So obviously, because of the tax policy change,
| think the revenue base is different for this quarter than from the last few quarters. So

could you provide and give us an apple-to-apple comparison for your gross margin and
operating margin? Thanks.

Paul Keung: #ti#t 7 49 15 #, Ming. 4ts3fk % — &% F ARPU #95#, ARPU 2% — %
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Paul Keung: Okay. Thank you for your question, Ming. Regarding your first question
about ARPU, decline ARPU was 18.8% year-on-year in the first quarter using a
quarterly figure compared to same -- using the payments for the year-ago period. We
did not provide the specifics to the mobile ARPU and PC ARPU. What we can say is
you have to really look at it in two stages.

F—, REZAMGMENALLL S oM H55% L, #4%Richard 873135, BE 6 24
RIMER KB —H 8. PTARTRARE LS4 R, RTHREE2 ARPU L2
AR, BF R R AL . RRA P EROTETRI—H, BFLE
B3 AMA T PC 38— ANKIE S BB 69 Rk

One is for a lot of the existing customers that are now spending more time on mobile,
what tends to happen is the lifetime value, as Richard mentioned earlier, is about the
same. So you may see a higher paying ratio. You may see the ARPU actually be
relatively similar, relatively unchanged on an annual basis, although where they spend it
may change and the fact that mobile is actually becoming an acquisition channel for our
PC clients.

H=, P XTHEANGFM, RELF—F, RINCRT —FANAR— A TR EL, A
NI ER S Y mby, BB AZHART 5951,

Secondly, as it relates to your question on margin, maybe one way to help your
question is in the first quarter, had we reported revenues on the same basis as a year
ago, that not having a VAT effect, the revenues would have been about RMB595 million
in the first quarter.

Ming Xu: #tt.
Ming Xu: Okay. Thanks.
F # A: Gregory Zhao, & %, £ 4447,

Operator: Gregory Zhao, Barclays.
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Gregory Zhao: Congratulations on the good results. First, | have a follow-up question to
you of our mobile strategy. So | just want to check what our strategy to drive our user
traffic on mobile side. And also, we saw there's some progress on the mobile-using
growth, but also compared to other internet peers, our mobile competition so far is still
lower.

BH, RAASRA P REELES NS, #%505%60 ARPU 75 K48 sf 8%, REZN
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And in addition, | think while the traffic is shifting to mobile and the ARPU for mobile is
relatively lower, do you think that we are facing a dilemma and do you think there may
be some cannibalization to our PC monetization. And in longer term, do you think the
monetization and ARPU for the mobile side will be compatible to our PC side is my first
question. Thank you.

Richard Mai: &R 69178, % — 2 A TFRMNEREF R ER, RNELTAHZ KRG L
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Paul Keung: Okay. I'll translate your three answers. The first thing is regarding your
question about the growth in our traffic and monetization being that low of other
platforms, which are the fact that we are in many-to-many platform. And the many-to-
many platform, there are three videos and the social interaction is much more critical as
opposed to a lot of the platforms that we're looking at, is the one-to-many, where you
can have a delay in the streaming of the video stream.
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For that reason, we maybe appear lower today, but long term, we're very excited about
the growth in the penetration rate because the latency times today have gotten much
shorter, to the point where the user experience is quite compelling.

The second thing, your question about the cannibalization and its impact to ARPU, the
answer is simply no, we're not seeing cannibalization to ARPU, particularly when you
look at the value we're spending over a longer period of time.

Then three, regarding your question about mobile ARPU versus today and its outlook
and our overall ARPU for the Company, it may appear low today, but again, over the
long term, we think spending on the mobile ARPU not only will appear recent on the PC
on a lifetime basis, but may even be higher.

Gregory Zhao: ¥4, #t#t. % — 4 HMA %X TF 020 fFkfufr &l Z L P HEHY %,
o A R e @k T Ao ARFAHAT L BHE T A B KTV k4 R4 e dk ™ A A — 2k L4k 69
BARATR? IRAATRAEF S EA—RAEMY, HHELERED? Wk

Gregory Zhao: Okay. Thank you. My second question is about our O20 strategy and
our added expansion in some vertical areas like healthcare and finance. So when can
we expect some meaningful revenue contribution from this KTV business and some
revenue contribution from the healthcare and finance services? And do you think we
can get some real transaction services connected to our platform, especially for the
finance services? Thank you.

Richard Mai: &tk 69 1R 2, afF 020 89—k 69 S4F kit, RAVA 1 R oA4F 4669 0f
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Paul Keung: Okay. Thank you for your question. Answering first to your question about
the online or offline karaoke business and the strategy, in our strategic collaboration, we
began integrating an 020 interactive live social video product and technology into the
cooperation. In the second quarter, there will be very small amounts of revenue used to
the licensing of that technology. But more importantly, we think that revenue is going to
grow substantially over the long term, although have a very small impact in the short
term.
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Gregory Zhao: #t4tf.
Gregory Zhao: Thank you very much.

EIHFAN WM. (EFART). WTEALS M, FIAARFTI S R, AR S
A 19 2 VL4 RN 7,

Operator: Thank you. (Operator Instructions). As there are no further questions, that
does conclude the session. | would like to turn the conference back over to
management for any closing remarks.

Paul Keung: Bt &4x 25 2. dof £ % FAM, HH5R/HH X FEERKL #HHt

Paul Keung: Thank you for everyone joining the call. Feel free to contact IR if you if you
have any additional questions. Thank you.

Richard Mai: JE# Bt &4, & o

Richard Mai: Thank you very much. Bye-bye.




