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INTRODUCTION

Unless otherwise indicated and except where theegbotherwise requires, references in this anre@drt on Form 20-F to:

o "we," "us," "our company" and "our" refer to YY In@ Cayman Islands company, its subsidiaries andatidated affiliated entities
(also referred to as variable interest entities) e subsidiaries of its consolidated affiliateitees, as the context may requi

« “active user" for any period means a registered aseount that has logged onto our platform attlease during such relevant period,;

« "concurrent users" for any point in time meansttiial number of YY users that are simultaneousfigkd onto our platform at such
point in time;

« "paying user" for any period means a registered aseount that has purchased virtual items or githeducts and services on our
platform at least once during the relevant perfog@aying user is not necessarily a unique userdvew as a unique user may set up
multiple paying user accounts on our platform; ttibe number of paying users referred to in thisuahreport may be higher than the
number of unique users who are purchasing virteat$ or other products and servic

« 'registered user account" means a user accourthidisadownloaded, registered and logged onto otfiopla at least once since
registration. We calculate registered user accaamthe cumulative number of user accounts atrte&the relevant period that have
logged onto our platform at least once after regfigtn. Each individual user may have more thanregéstered user account, and
consequently, the number of registered user acsaumfpresent in this annual report may overstaetimber of unique individuals
who are our registered users; ¢

« "unique visitor" to Duowan.com means a visitor todwan.com from a specific IP address. No subsequsitd from the same IP
address during a relevant period are added tootalrunique visitors count for that period. An widual who accesses Duowan.com
from more than one IP address is counted as a @nigitor for each IP address he or she L

FORWARD-LOOKING STATEMENTS

This annual report contains forward-looking stateta¢hat involve risks and uncertainties. All stagmts other than statements of
historical facts are forward-looking statementse3énforward-looking statements are made understife harbor" provisions of the U.S.
Private Securities Litigation Reform Act of 199%1€Be statements involve known and unknown risksetainties and other factors that may
cause our actual results, performance or achievisniee materially different from those expresseimplied by the forward-looking
statements.

You can identify these forward-looking statementsdords or phrases such as "may," "will," "expetis"expected to," "anticipate,"
"aim," "estimate," "intend," "plan," "believe," Tare likely to" or other similar expressions. Weddased these forward-looking statements
largely on our current expectations and projectainsut future events and financial trends that aleebbe may affect our financial condition,

results of operations, business strategy and finhneeds. These forward-looking statements inglbdéare not limited to, statements about:

« our growth strategies;

« our ability to retain and increase our user baskeapand our product and service offerings;
« our ability to monetize our platform;

« our future business development, results of opmratand financial condition;

» competition from companies in a number of industriecluding internet companies that provide onlinge and video
communications services, social networking servaresonline game:




« expected changes in our revenues and certain cespense items;
« general economic and business condition in Chidaedsewhere; and
« assumptions underlying or related to any of thedoing.

You should thoroughly read this annual report dreddocuments that we refer to herein with the wtdading that our actual future
results may be materially different from and/or sethan what we expect. Other sections of this@meport, including the Risk Factors and
Operating and Financial Review and Prospects ses;titiscuss factors which could adversely impacthosiness and financial performance.
Moreover, we operate in an evolving environmentwNisk factors emerge from time to time and it @ possible for our management to
predict all risk factors, nor can we assess theaghpf all factors on our business or the extemthia@h any factor, or combination of factors,
may cause actual results to differ materially frifvmse contained in any forward-looking statemems.qualify all of our forward-looking
statements by these cautionary statements.

You should not rely upon forward-looking statememésmake as predictions of future events. The faivi@oking statements made
this annual report relate only to events or infaioraas of the date on which the statements areerimathis annual report. We undertake no
obligation to update or revise any forward-lookstgtements, whether as a result of new informafidnre events or otherwise, except as
required by applicable law.




PART |
ITEM 1. IDENTITY OF DIRECTORS, SENIOR MANAGEM ENT AND ADVISORS
Not applicable.
ITEM 2. OFFER STATISTICS AND EXPECTED TIMETAB LE
Not applicable.
ITEM 3. KEY INFORMATION

A. Selected Financial Data

The following table presents the selected constitléinancial information for our company. The s#del consolidated statements of
operations data for the three years ended Decedih@012, 2013 and 2014 and the consolidated balsimeet data as of December 31, 2013
and 2014 have been derived from our audited catesteld financial statements which are included imdhnual report beginning on page F-1.
Our selected consolidated statements of operatitanfdr the years ended December 31, 2010 and&td dbur consolidated balance sheet dat
as of December 31, 2010, 2011 and 2012 have be®meddérom our audited consolidated financial sta@ats not included in this annual
report. Our consolidated financial statements agpared and presented in accordance with accouptingiples generally accepted in the
United States, or U.S. GAAP. Our historical resfdisany period are not necessarily indicativeedults to be expected for any future period.
You should read the following selected financidbmmation in conjunction with the consolidated firéal statements and related notes and th
information under "ltem 5. Operating and Finan&aliew and Prospects" included elsewhere in thisiaihreport.

For the Year Ended December 31
2010 2011 2012 2013 2014
RMB RMB RMB RMB RMB US$
(Al amounts in thousands, except share, ADS, pehare and per ADS data)
Selected Consolidated Statements of Operations Da
Internet valu-added servic

—Online music and entertainme — 52,85« 286,44t 852,88! 2,109,50:! 339,99(

—Online game: 86,31¢ 165,93: 332,28 602,11: 811,69¢ 130,82:

—Others 1,28 13,58¢ 83,65¢ 205,21 609,82! 98,28¢
Online advertising 40,74( 87,27¢ 117,64: 163,26( 147,34: 23,74’
Total net revenue 128,33t 319,65! 820,03: 1,823,46: 3,678,36! 592,84!
Cost of revenue® (110,069 (182,699  (416,13) (881,999 (1,849,14) (298,02
Gross profit 18,27¢ 136,95t 403,89¢ 941,46¢ 1,829,21! 294,81t
Operating expense(!)

Research and development expel (49,219 (106,809 (176,725 (267,00 (431,189 (69,49Y)

Sales and marketing expen: (12,367 (13,38) (16,959 (24,95Y (102,52) (16,529

General and administrative expen (192,229 (118,24) (109,789 (200,55¢) (223,019 (35,94¢)
Total operating expens (253,809 (238,420 (303,46 (492,51) (756,739 (121,96
Operating (loss) incom (235,529 (99,48¢) 102,89¢ 476,03: 1,078,800 173,87:
(Loss) income before income tax exper (236,02) (80,45Y 118,06: 565,80¢ 1,214,48 195,73t
Net (loss) income attributable to YY Ir (238,85) (83,15¢) 89,17: 477,72 1,064,47. 171,56:
(Accretion) decretion to convertible redeemabldered

shares redemption vali (1,808,85) (223,669 1,293,87! — — —

Allocation of net income to participating preferred
shareholder — — (478,75 — — —
Net (loss) income attributable to common sharehs| (2,047,71)) (306,819 904,29¢ 477,72 1,064,47. 171,56:

For the Year Ended December 31

2010 2011 2012 2013 2014
RMB RMB RMB RMB RMB US$
Weighted average number of ADS used in calculatin
net (loss) income per AD!
Basic 20,315,23 24,294,19 30,235,19 56,123,78 57,657,03 57,657,03
Diluted 20,315,23 24,294,19 49,623,44 59,056,06 59,927,17. 59,927,17.
Net (loss) income per AD@) :
Basic (100.8() (12.6%) 29.91 8.51 18.4¢ 2.9¢

Diluted (100.8() (12.69) 1.8C 8.0¢ 17.7€ 2.8¢






For the Year Ended December 31

2010 2011 2012 2013 2014
RMB RMB RMB RMB RMB US$
Weighted average number of common shares u:
in calculating net (loss) income per
common share
Basic 406,304,67 485,883,84 604,703,81 1,122,475,68 1,153,140,69 1,153,140,69
Diluted 406,304,67 485,883,84 992,468,83 1,181,121,29 1,198,543,47 1,198,543,47
Net (loss) income per common sh®
Basic (5.09 (0.6%) 1.5C 0.4 0.92 0.1¢
Diluted (5.09 (0.63) 0.0¢ 0.4C 0.8¢ 0.1¢

(1) Shar-based compensation was allocated in cost of rewesmg operating expenses as follo

For the Year Ended December 31

2010 2011 2012 2013 2014
RMB RMB RMB RMB RMB uss$
(in thousands)

Cost of revenue 31,70¢ 15,44¢ 8,407 9,86( 18,03’ 2,901
Research and development exper 21,62" 31,67 35,44 39,58’ 54,14 8,72¢
Sales and marketing expen: 1,49¢ 1,33¢ 884 1,31¢ 2,801 452
General and administrative expen 182,10: 86,54+ 55,61¢ 66,33: 59,64" 9,61:
Total 236,93t 135,00: 100,35: 117,09¢ 134,63: 21,69¢

(2) Each ADS represents 20 Class A common sh

As of December 31,
2010 2011 2012 2013 2014

RMB RMB RMB RMB RMB uss$
(in thousands)

Selected Consolidated Statements
Operations Data:

Cash and cash equivalel 83,68: 128,89: 504,70: 729,59¢ 475,02¢ 76,56
Shor-term deposit: — 472,65 897,69¢ 1,432,86. 4,214,571 679,261
Goodwill 70€ 70¢€ 1,60¢ 1,577 300,38: 48,41
Total asset 158,76 745,42¢ 1,696,18 2,597,94 6,862,79: 1,106,08
Total current liabilities 253,00: 125,73 366,41 701,31 1,090,55! 175,76t
Convertible bond — — — — 2,447,98I 394,54:
Long-term payable — — 183,00( 29,49

Total mezzanine equil 2,257,27. 2,480,93 — — — —
Class A common shares (US$0.000C

par value; 10,000,000,000 shares

authorized, 179,400,000,

622,658,738, and 706,173,568 sha

issued and outstanding as of

December 31, 2012, 2013 and 201

respectively’ — — 11 38 43 7
Class B common shares (US$0.000C

par value; 1,000,000,000 shares

authorized, 907,833,224, 485,831,

and 427,352,696 shares issued an

outstanding as of December 31, 2C

2013 and 2014, respective 32 37 60 34 30 5
(Accumulated deficits) Retained

earnings (2,350,44) (2,433,60) (1,311,76) (874,69 173,96: 28,03¢
Total shareholders' (deficits) equ (2,351,50) (1,861,69) 1,323,28! 1,887,20! 3,090,16: 498,04:

Exchange Rate Information

Our business is primarily conducted in China andtnod our revenues are denominated in RMB. Unléissravise noted, all
translations from RMB to U.S. dollars and from UdBllars to RMB in this annual report were mada edte of RMB6.2046 to US$1.00, the
exchange rate on December 31, 2014 as set fothieinl. 10 statistical release published by the F@deeserve Board. We make



representation that any RMB or U.S. dollar amogoidd have been, or could be, converted into UoBas or RMB, as the case may
be, at any particular rate or at all. The PRC gowemt imposes control over its foreign currencgress in part through direct regulation of
conversion of RMB into foreign currency and throughtrictions on foreign exchange activities. OmiAf0, 2015, the exchange rate, as set
forth in the H.10 statistical release of the FebReserve Board, was RMB6.2082 to US$1.00.




The following table sets forth information concemgpiexchange rates between the RMB and the U.Srdoll the periods indicated.
These rates are provided solely for your conversemd are not necessarily the exchange rates thased in this annual report or will use in
the preparation of our other periodic reports or atiher information to be provided to you.

Noon Buying Rate

Period Period End Average(1) Low High
(RMB per US$1.00)
2010 6.600( 6.769¢ 6.833( 6.600(
2011 6.293¢ 6.384¢ 6.636¢ 6.293¢
2012 6.230: 6.299( 6.387¢ 6.222:
2013 6.053" 6.141: 6.243¢ 6.053"
2014 6.204¢ 6.170: 6.259: 6.040:
October 6.112¢ 6.125: 6.138¢ 6.110°
Novembel 6.142¢ 6.124¢ 6.142¢ 6.1117
Decembe 6.204¢ 6.188¢ 6.225¢ 6.149(
2015
Januany 6.249¢ 6.218: 6.187( 6.253¢
February 6.269¢ 6.251¢ 6.239¢ 6.269¢
March 6.214¢ 6.242: 6.274: 6.195¢
April (through April 10, 2015 6.208: 6.198¢ 6.208: 6.193(

(1) Annual averages are calculated from month-atesr Monthly averages are calculated using theageeof the daily rates during the
relevant period

B. Capitalization and Indebtedness

Not applicable.

C. Reasons for the Offer and Use of Proceeds

Not applicable.
D. Risk Factors

An investment in our capital stock involves a hdggree of risk. You should carefully consider tis&és described below, together
with all of the other information included in trasnual report, before making an investment decidfany of the following risks actually
occurs, our business, financial condition or resaftoperations could suffer. In that case, theingprice of our capital stock could decline,
and you may lose all or part of your investment.

Risks Related to Our Business

Our business is based on a relatively new businesslel in a relatively new market in which user demtamay change or decrease
substantially.

Many of the elements of our business are uniqualyag and relatively unproven. The markets for aahnology, especially our
voice- and videdased technology, and products and services atvedy new and rapidly developing and are subjeatignificant challenge
Our business plan relies heavily upon increaseemaes from internet value-added services, or IVa#Syell as our ability to successfully
monetize our user base and products and serviceésy@ may not succeed in any of these respects.

Some of our current monetization methods are glatively preliminary stage. If we fail to properyanage the supply and timing of
our in-game virtual items and the appropriate ppicits for these products and services, for exangquir users may be less likely to purchase
in-game virtual items from us. For non-game virtiteans, we consider industry standards and expeeddemand in determining how to
most effectively optimize virtual item merchandigirFurthermore, as the online music and entertamimeustry in China is relatively young
and untested, there are few proven methods of @imgeuser demand or available industry standandsiiich we can rely. We cannot assure
you that our attempts to monetize our user basgeodlicts and services will continue to be sucegssfofitable or widely accepted, a
therefore the future revenue and income potentialiobusiness are difficult to evaluate.




If we fail to effectively manage our growth or img@Ment our business strategies, our business andlte®f operations may be material
and adversely affected.

We have experienced a period of significant rap@hgh and expansion that has placed, and contitmugkace, significant strain on
our management and resources. We cannot assutbatahis level of significant growth will be sustable or achieved at all in the future. We
believe that our continued growth will depend on aility to develop new sources of revenue, insesi@onetization, attract new users, retain
and expand paying users, encourage additional pseshby our paying users, continue developing iative technologies in response to user
demand, increase brand awareness through marleetthgromotional activities, react to changes i mseess to and use of the internet,
expand into new market segments, integrate nevcdgyplatforms and operating systems, attract m@rtisers and retain existing advertis
and take advantage of any growth in the relevamkets. We cannot assure you that we will achieweddrthe above.

To manage our growth and maintain profitability, aveticipate that we will need to continue to impét) from time to time, a variety
of new and upgraded operational and financial syst@rocedures and controls on an as-needed basigling the continued improvement of
our accounting and other internal management systéfe will also need to further expand, train, nggnand motivate our workforce and
manage our relationships with users, third partygaevelopers, advertisers and other businessapsurthll of these endeavors involve risks
and will require substantial management efforts slills and significant additional expenditures. @&mnot assure you that we will be able to
effectively manage our growth or implement our fatbusiness strategies, and failure to do so magrially and adversely affect our business
and results of operations.

We are a relatively young company, and you shoubahgider our prospects in light of the risks and uertainties which early-stage
companies in evolving industries in China with lineid operating histories may be exposed to or endeurincluding possible volatility in th
trading prices of our ADSs.

We expect that we will continue to incur signifit@osts and expenses in many aspects of our bgssiesh as research and
development costs to update existing servicesamth new services and rising bandwidth costsgpat our video function, grow our user
base and generally expand our business operatdmsiave been profitable since 2012 and achievaghadated profitability in 2014, but we
may not generate sufficient revenues to offset swals to achieve or sustain profitability in tibufe. In addition, we expect to continue to
invest heavily in our operations to maintain oumrent market position, support our anticipated fetgrowth and meet our expanded reporting
and compliance obligations as a public company.

Our profitability is also affected by other factdmsyond our control. The continued success of taifggm depends on our ability to
identify which IVAS will appeal to our user basedan offer such IVAS on commercially acceptablerter Our ability to finance our planned
expansion also depends in part on our ability toveat active users into paying users and incréasaverage revenue per paying user, or
ARPU, and successfully compete in a very competitharket.

We have a limited operating history. We introdud@€ Client in July 2008 and have experienced a lgghwth rate since then. As a
result of our relatively short history, our histmi results of operations may not provide a mednlrzasis for evaluating our business, finan
performance and future prospects. We may not betakdchieve similar growth rates in future perigdiscordingly, you should not rely on our
results of operations for any prior periods asrafication of our future performance. We may agaaur net losses in the future and you shoul
consider our prospects in light of the risks andauntainties which early-stage companies in evolvmtystries in China with limited operating
histories such as ours may be exposed to or ermgumtluding risks associated with being a pubtimpany with business operations located
mainly in China. See "—Risks Related to Our ADSs-e-Tading prices of our ADSs are likely to be vitdatwhich could result in substantial
losses to investors."




Our business is heavily dependent on revenues fidAS. If our IVAS revenues decline in the future,us results of operations may be
materially and adversely affected.

Historically, a majority of our revenues are revesfrom IVAS, which mainly consists of revenuesiironline music and
entertainment, online games, online dating, livegdroadcasting and membership subscription fagbelyear ended December 31, 2014,
revenues from IVAS constituted approximately 96 @P6ur total net revenue. We expect that our bussinvéll continue to be dependent on
revenues from IVAS in the future. Any decline inA8 revenues may materially and adversely affectesults of operations. See "—The
revenue model for each of our online music andr&itenent and our membership program may not remidéctive, which may affect our
ability to retain existing users and attract newrssand materially and adversely affect our businf@sancial condition and results of
operations”, "—The revenue model we adopt for afiames may not remain effective, causing us dasne players, which may materially
and adversely affect our business, financial coomignd results of operations”, "—The revenue méaledbur online dating is relatively new
and may not remain effective, which may adversécaour financial condition and results of op&as” and "—The revenue model for our
live game broadcasting business is relatively netraay not remain effective, which may adversefgctfour financial condition and results

of operations."

The revenue model for each of our online music aedtertainment and our membership program may notman effective, which may
affect our ability to retain existing users and adict new users and materially and adversely affeat business, financial condition and
results of operations.

We operate an online music and entertainment phatfesing a virtual items-based revenue model wheuskers can listen to music
and access other forms of entertainment for free fe@ve the option of purchasing in-channel virtteahs. We have generated, and expect to
continue to generate, a substantial majority ofanline and entertainment revenues using this ev@model. In 2014, online music and
entertainment contributed 57.3% of our total neereies.

We may not be able to continue to successfully @mant the virtual itembased revenue model for online music and enteremna:
popular performers may leave our platform and wg beaunable to attract new talent that can attraets or cause such users to increase the
amount of time spent engaging and money spent arhasing in-channel virtual items on our platform.

Furthermore, under our current arrangements wittaicepopular performers and channel owners, weeshith them a portion of the
revenues we derive from the sales of in-channalafiitems on our online music and entertainmeatfim. In the future, the amount we pay
to these performers and channel owners may inciirase may fail to reach mutually acceptable tewith these performers or channel
owners, which may adversely affect our revenuasaase popular performers and channel owners te leavplatform. In addition, we have
been a pioneer in offering an online concert ptatfto music performers and YY users, but if ourrsstecide to access online music and
entertainment content provided by our current turiicompetitors, our business, financial condiiod results of operations could be
materially and adversely affected.

In our membership program, users pay a flat morghhscription fee in order to become members, maméhange, we give them
access to various privileges and enhanced featmresir channels, including additional video usgmmyrity entrance to certain live
performances, and exclusive rights to access VéRaas, VIP ring-tones, VIP fonts and VIP emoticdAswever, we may not be able to further
build or maintain our membership base in the fufaresarious reasons—for example, if we fail to tione to provide innovative products and
services that are attractive to members, we map@atble to retain them and our business, finagoiadlition and results of operations coult
adversely affected.

The revenue model we adopt for online games maynaeatain effective, causing us to lose game play@rkich may materially and adverse
affect our business, financial condition and resalbf operations.

We currently operate substantially all of our oalgames on YY using the virtual items-based revenodel, whereby players can
play games for free, but have the option of purcltpm-game virtual items and igame accessories. We have generated, and expegitioue
to generate, a substantial majority of our onlineng revenues using this revenue model. Howevemayenot be able to continue successfully
implementing the virtual items-based revenue madele may not be able to develop, obtain or mairite rights to host online games that
attract game players or cause such game playarsrease the amount of time spent playing and theuat of money spent on purchasing in-
game virtual items. The sale of virtual items regsius to closely track game players' tastes agféngnces and in-game consumption pattern:
If we fail to offer popular virtual items, we maptbe able to effectively convert our game playesebinto paying users or encourage existing
paying users to spend more on YY.

In addition, PRC regulators have been implemermgglations designed to reduce the amount of tiraeytouths in China spend
playing online games. See "ltem 4. Information lo&y €Company—B. Business Overview—PRC Regulation—#fatigue Compliance System
and Real-name Registration System." A revenue ntbdéldoes not charge for playing time may be vibtwe the PRC regulators as
inconsistent with this goal. If we were to staramding for playing time, we may lose game playeln®way choose to play online games from
other providers and on other platforms or choosntgage in other alternative forms of entertainmiectuding traditional offline personal
computers, or PCs, or video games.




We cannot assure you that the revenue model thabwe adopted for any of our online games will oarg to be suitable, or that we
will not in the future need to change our revenwalet or introduce a new revenue model. We may ahdmg revenue model for some of our
online games if we believe the existing modelsrategenerating adequate revenues. A change inuevaodel could result in various adverse
consequences, including disruptions of our onliasng operations, criticism from game players whaehavested time and money in a game, -
decrease in the number of our game players andraake in the revenues we generate from our ogéinees. Therefore, such a change in
revenue model may materially and adversely affactoisiness, financial condition and results ofrapens.

We generate a significant portion of our revenuesii a limited number of popular online games. If veannot continue to offer these
popular games for any reason, if we are unable tasessfully source new online games, if the ternishe revenur-sharing or exclusive
license arrangements become less favorable, dnéf humber of our paying users for online games deek or ceases to grow for any reas
our revenues from online games may decrease, andfmancial condition and results of operations maye materially and adversely
affected.

We generate a significant portion of our revenuemfa limited number of popular online games on Yhmarily through selling of
game tokens to users for their purchase of in-gamgal items. In 2014, the five most popular oeligames contributed approximately 36.1%
of our total online game revenues, as compare& .24 in 2013, representing a decrease in relianaaotop games. A majority of our
popular online games are created by third partyegdevelopers under revenue-sharing arrangementgyieally last one to two years, and
which typically provide for automatic extensionrenewal. A few of our online games are licensedstby third party game developers under
exclusive license arrangements. If we fail to ma&mbr renew these contracts on acceptable terrasall, we may be unable to continue
offering these popular online games, and our opeyaésults will be adversely affected. For onlgaames licensed to us under exclusive lici
arrangements, we also have to devote additionaliress to promoting these games on our platforficensing such games to the appropriate
third party operators. If our users decide to aseey of our online games through our competitrd, they prefer other online games hosted
by our competitors, our operating results couldriagerially and adversely affected.

Our revenues from online games accounted for 40330% and 22.1% of our total net revenues in 22023 and 2014, respective
We believe that most online games have a limitedroercial lifespan. We must continually source nene games that appeal to our game
players. Hence, we must maintain good relationshigis our third party game developers to have axt@siew popular games with reasonable
revenue-sharing or exclusive licensing terms. Umdercurrent revenue-sharing and exclusive licemsangements, we retain a majority of the
gross revenues generated from each particular dartiee future, we may not be able to achieve sinlyilattractive revenue-sharing or other
commercial terms, which may adversely affect ourreeenues. Additionally, we depend upon thesel tharty game developers to provide the
technical support necessary to operate their ogigmees on our platform and to develop updates gpansion packs to sustain player interest
in a game. Most of our third party game developenge limited operating histories and financial teses, and the contracts we enter into with
them do not clearly provide for remedies to usim ¢évent they fail to deliver the games or the psechupdates and expansion packs as
scheduled .

If we are not successful in sourcing and provigiegular new online games, our revenues from omgjamaes under revenue-sharing
and exclusive licensing arrangements and in-gameatiitems may decrease. If this were to happenfinancial condition and results of
operations may be materially and adversely affected

The revenue model for our online dating businesgédatively new and may not remain affective, whiatay adversely affect our financial
condition and results of operations.

Our online dating business adopts a virtual itemseld revenue model, which allows our users togyaate or watch online dating
shows for free and enjoy the option of purchasimghannel virtual items. Our online dating busineas based on the format of a popular
reality dating TV show in China, and has experieigignificant growth since it was launched at thé ef 2013. We cannot assure you that we
will continue to achieve a similar growth rate e tfuture, as the user demand for this service change, decrease substantially or dissipa
we may fail to anticipate and serve user demarfdstéfely.




A majority of our online dating service active usatso use other businesses on the YY platformelfail to attract new users or bu
and maintain a core user base for our online ddttirainess, we may not be able to achieve growthisnpart of our business, if at all. Online
dating is the most engaging and interactive obatlbusinesses, and the successful monetizatithisobusiness relies upon the highly
interactive relationship among the hosts, the gigdints and the audience. Failure to keep our @s®yaged in the dating service may result in
reducing ARPU and the number of paying users, whiely adversely affect our financial condition aadults of operations.

The revenue model for our live game broadcastingsmess is relatively new and may not remain effeetiwhich may adversely affect our
financial condition and results of operation:

Our live game broadcasting business adopts a Vitemas-based revenue model. We provide usersfngthaccess to the live
streaming of different game plays, and offer thiéawpof purchasing in-channel virtual items. Theslgame broadcasting market is relatively
new in China, however, and we cannot assure yawmtbavill continue to achieve growth in this busieen the future as the user demand for
this service may change, decrease substantiatlissipate, or we may fail to anticipate and serseruemands effectively.

Our live game broadcasting business relies onvth#adility of online games that users can play attdam on YY platform during tl
course of the game play. These online games areatiypowned by or licensed to certain gaming comes or publishers, some of which
compete with us in other lines of our business.s€hanline games may not continue to be availabieitasers for live streaming purposes ant
we cannot assure you that the revenue model wedthygted for our live game broadcasting businebsantinue to be successful.

Live game broadcasting users tend to follow fanfmagessional game teams and commentators. In trdetain existing users and
attract new users, we cooperate with popular psadaal game teams and commentators to make theie géay available on our platform by
paying them fixed sponsorship fees. Most of thenspeship contracts are renewed annually. In additie share with popular professional
game teams and commentators a portion of the regama derive from the sales of in-channel virttexhis in our live game broadcasting
business. In the future, the sponsorship fees we@these professional game teams and commentasysncrease or we may fail to reach
mutually acceptable terms with these professioaalgyteams or commentators at all, which may caudegsional game teams or
commentators to leave our platform. In turn, thyraffect the user and revenue growth in this lssinwhich may materially and adversely
affect our financial condition and results of opemas.

We generate a portion of our revenues from onlingvartising. If we fail to attract more advertisets our platform or if advertisers are less
willing to advertise with us, our revenues may bdvarsely affected.

In 2012, 2013 and 2014, online advertising accalfde 14.3%, 9.0% and 4.0%, respectively, of otaltoet revenues. Although we
have become less dependent upon online advertisuggues due to a shift in the majority of our rmes from online advertising to IVAS, ¢
revenues still partly depend on the continual deslent of the online advertising industry in Chamal advertisers' allocation of budgets to
internet advertising. In addition, companies thetide to advertise online may utilize more establismethods or channels for online
advertising, such as more established Chinesenggitportals or search engines, over advertisingusmplatform. If the online advertising
market size does not increase from current leeelg,we are unable to capture and retain a s@fficshare of that market, our ability to
maintain or increase our current level of onlineextising revenues and our profitability and pragpeould be adversely affected. These risks
may affect our revenues because we intend to n&erand different forms of online advertising irdaidn to online game-related advertising
on Duowan.com, from which we have historically ded significant portions of our revenues.

We offer advertising services substantially throaghtracts entered into with third party advertisagencies. We cannot assure you
that we will be able to retain existing direct adigers or advertising agencies or attract newctliaevertisers and advertising agencies. Since
our arrangements with third party advertising agentypically involve ongrear framework agreements, these advertising agrapgts may k
easily amended or terminated without incurringilisibs. Failure to retain existing advertisers auVertising agencies or attract new direct
advertisers and direct advertising agencies magraély affect our business, financial condition egglilts of operations.




We have granted employee stock options and otharetbased awards in the past and will continue b in the future. We recognize
share-based compensation expenses in our consolidatatestents of operations in accordance with the reletrrules under U.S. GAAP,
which have had and may continue to have a matedal adverse effect on our results of operations.

We have granted share-based compensation awattigliing share options, restricted shares and céstirishare units, to various
employees, key personnel and other non-employeesaativize performance and align their interegith ours. Under our 2009 employee
equity incentive scheme, or the 2009 Scheme, wautt®rized to grant options or restricted shavgautchase a maximum of 120,020,001
common shares. Under our 2011 share incentive ptahe 2011 Plan, we are authorized to grant opticestricted shares or restricted share
units to purchase a maximum of 43,000,000 commaresh plug@n annual increase of 20,000,000 common shardsedirst day of each fisc
year, beginning from 2013, or such smaller numbélass A common shares as determined by our bafadtectors. As of March 31, 201
options to purchase 3,510,745 common shares, 203B4estricted shares and 47,023,736 restrictacksmits were outstanding under the
2009 Scheme and the 2011 Plan. As a result of treses and potential future grants, we had incuimehe past and expect to continue to
incur significant share-based compensation expangbs future. The amount of these expenses isthas the fair value of the share-based
awards. We account for compensation costs forioesteare-based compensation awards granted irafteuping a graded-vesting method anc
recognize expenses in our consolidated statemépfzeoations in accordance with the relevant ruteder U.S. GAAP. The expenses
associated with share-based compensation matenahyased our net losses or reduced our net incothe past, and may reduce our net
income in the future. In addition, any additionatsrities issued under share-based compensatiemsshwill dilute the ownership interests of
our shareholders, including holders of our ADSswieer, if we limit the scope of the share-basedmemsation schemes, we may not be able
to attract or retain key personnel who expect todrapensated by options, restricted shares ofigtestrshare units.

The number of active users we have may fluctuatel are may fail to attract more paying users, whiclaynmaterially and adversely affect
our revenues growth, results of operations and fiv@al condition.

The number of our average monthly active usersas®d by 22.6 million or 32.4% to 92.3 million fbe three months ended
December 31, 2013 and by 25.1 million or 27.6%1@.4 million for the three months ended Decembe2814. The decline in growth rate
was due to the increase in the base number ofvfrage monthly active users, and despite that,omérwed to attract higher levels of new
monthly active users during such periods.

However, the number of our monthly active users swystantially fluctuate from time to time. If weeaunable to attract new users
and retain them as active users and convertpaginig active users into paying users, our revemagsfail to grow and our results of operati
and financial condition may suffer.

We may not be able to keep our users highly engaggtdch may reduce our monetization opportunitiescamaterially and adversely affect
our revenues, profitability and prospects.

Our success depends on our ability to maintainggad our user base and keep our users highly edgagerder to attract and retain
users and remain competitive, we must continuariovate our products and services, implement nelantdogies and functionalities and
improve the features of our platform in order tti@nusers to use our products and services megadntly and for longer durations.

The internet industry is characterized by consthanges, including rapid technological evolutiammtmual shifts in customer
demands, frequent introductions of new productssamdices and constant emergence of new industngatds and practices. Thus our suc
will depend, in part, on our ability to respondthese changes on a cost-effective and timely bisisre to do so may cause our user base to
shrink and user engagement level to decline andesuilts of operations would be materially and askly affected. For example, our plan to
more fully extend online video-enabled service®ssmour real-time interactive social platform aetiin the ability to offer high quality
delivery of voice and video data may cause uscarisignificant additional costs and may not sudcee

Because of the viral nature of online social intéoas, users may leave us for competitors' platéomore quickly than in other online
sectors. A decrease in the number of active YYasay reduce the diversity and vibrancy of ourfptat's online social ecosystem and affect
our user-generated channels, which may in turnaedur monetization opportunities and have a natand adverse effect on our business,
financial condition and results of operations.
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We cannot assure you that our platform will congino be sufficiently popular with our users to effthe costs incurred to operate |
expand it. User satisfaction is particularly ditficto predict as internet users in China may meofamiliar with the concept of a real-time
interactive social platform such as ours which jes real-time voice, text and video online. Weéhhistorically relied on word of mouth
referrals to increase user awareness of our preduntt services and to expand our user base. lesid@lto engage in more conventional
advertising or marketing campaigns, our sales aaketing expenses will increase, which could havadverse effect on our results of
operations. Failure to maintain or grow our usesebia a cost-effective manner, or at all, and laapusers highly engaged would materially
and negatively affect our results of operations.

We face competition in several major aspects of business. If we fail to compete effectively, weynhase users and advertisers which col
materially and adversely affect our business, firaal condition and results of operations.

We face competition in several major aspects ofomsiness, particularly from companies that progdeial networking, online mus
and entertainment, online games and live game besgithg services. Some of our competitors may hawvger operating histories and
significantly greater financial, technical and metifkg resources than we do, and in turn may haadgantage in attracting and retaining user
and advertisers. In addition, competitors in some@siof our business may have significantly latger bases and more established brand
names than we do and may be able to more effegti@eérage their user bases and brand names talprmtegrated social networking,
internet communication, online games and otheryrtsdand services, and thereby increase their cégpenarket shares.

We may face potential competition from global oalsocial networking service providers that seedttier the China market, whether
independently or through the formation of allianegth, or acquisition of, PRC domestic internet gamies. In relation to voice-enabled
technology, several internet voice communicatianise providers in China, including iSpeak, TenteQiQtalk and Dudu, and leading
international internet voice communication senpeeviders, such as Skype, are expanding in theaOmiarket, and some other leading Chil
internet companies have announced the launcherniet voice communication services. In the onlinsimand entertainment market, we
compete with several domestic companies that are focused on live music show or online KTVs, sast9158.com, 6.cn and guagua.cn. A
number of PRC internet companies have recentlyresigr announced their intention to enter intorthesic and entertainment market, such as
NetEase, Baidu and Youku. In the live game broadwasarket, competition has intensified in theawathalf of 2014 following an inflood «
venture capital investment. Our key competitorkvia game broadcasting include douyutv.com, zhéncand 17173.com. Furthermore,
competition in domestic and overseas online ganaiamaarkets is also intense. Other than its princampetitor, 17173.com, Duowan.com
also competes with other major platforms that lbodihe games, such as QQ and Qihoo 360. In additiercompete with other internet
companies that provide voice and video servic&hioese internet users.

If we are not able to effectively compete in anyoaf lines of business, our overall user base evel bof user engagement may
decrease, which could reduce our paying users kemsi less attractive to advertisers. We may beired|to spend additional resources to
further increase our brand recognition and promoteproducts and services, and such additionaldipgrcould adversely affect our
profitability. Furthermore, if we are involved imsgutes with any of our competitors that resulh@gative publicity to us, such disputes,
regardless of their veracity or outcome, may haamreputation or brand image and in turn lead thuced number of users and advertisers.
Any legal proceedings or measures we take in resptmsuch disputes may be expensive, time-conguamd disruptive to our operations and
divert our management's attention.

Our competitors may unilaterally decide to adoptide range of measures targeted at us, includisgiply designing their products
negatively impact our operations, such as sendingVike programs to attack elements of our platfoSome competitors may also make thei
applications incompatible with ours, effectivelyuiring users to either stop using our competitarstiucts or uninstall our products, leadin
a reduction in our number of users. For example, widely publicized dispute between two of thgémt companies providing user-end
software in China, one of the companies annourttatttwould disable its own software on computbet had installed its rival's products. As
a result, a significant number of users stoppedgugroducts from either or both of these compare® to the large number of internet users
that were affected, the Ministry of Industry anébimation Technology of China, or the MIIT, orderth@ parties to ensure the compatibility of
the relevant products. Similar events may occuhénfuture between our competitors and us, which reduce our market share, negatively
affect our brand and reputation, and materially athekersely affect our business, financial condidod results of operations.
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Spammers and malicious applications may affect usgperience, which could reduce our ability to att users and advertisers ai
materially and adversely affect our business, firaal condition and results of operations.

Spammers may use YY to send targeted and untargpted messages to users, which may affect userienpe. As a result, our
users may use our products and services lesspusiog them altogether. In spamming activitiegnsmers typically create multiple user
accounts for the purpose of sending spam messaljlesugh we attempt to identify and delete accounésmted for spamming purposes, we
may not be able to effectively eliminate all spamssages from our platform in a timely fashion. Apgmming activities could have a mate
and adverse effect on our business, financial ¢cmmdand results of operations.

We use third party services and technologies in gection with our business, and any disruption toetiprovision of these services and
technologies to us could result in adverse publcitnd a slowdown in the growth of our users, whicbuld materially and adversely affect
our business, financial condition and results of emtions.

Our business depends upon services provided byredatibnships with, third parties. If we are uretd retain or attract popular
talents such as performers, channel managers sgiof@al game players, commentators and hosts fisrromusic and entertainment, live game
broadcasting and online dating businesses or seti@ents cannot draw fans or participants, caultg of operations may be adversely affec
Also, if channel owners are unable to reach or taairmutually satisfactory cooperation arrangemaritis the performers on their channels on
the online music and entertainment platform, we iloag popular performers and our business and tpesanay be adversely affected.
Furthermore, if we are unable to obtain or retahts to host popular online games or popular imgairtual items, or if we are required to
share a bigger portion of our revenues with thaitypgame developers, we could be required to @éeyater resources and time to obtain
hosting rights for new games and applications fother parties, and our results of operations maiynipacted. In addition, some third party
softwares we use in our operations are currentbfigly available without charge. If the owner ofyasuch software decides to charge users or
no longer makes the software publicly available may need to incur significant cost to licensegbffware, find replacement software or
develop it on our own. If we are unable to finddewelop replacement software at a reasonableaoat,all, our business and operations may
be adversely affected.

Some of the games offered on our platform run oaraplex network of servers located in and mainthimg third party data centers
throughout China and our overall network reliesoomadband connections provided by third party dpesaWe expect this dependence on
third parties to continue. The networks maintaiaad services provided by such third parties araerable to damage or interruption, which
could impact our results of operations. See "—S3ydtElure, interruptions and downtime can resuladtverse publicity for our products and
result in net revenue losses, a slowdown in thevir@f our registered user accounts and a decierdle number of our active users. If any of
these system disruptions occurs, our business)diabcondition and results of operations may béenly and adversely affected."

Furthermore, we generate substantially all of smline advertising revenues through agreementseiato with various third party
advertising agencies that represent advertisersdd\feot have long-term cooperation agreements @dusixe arrangements with these agencie
and they may elect to direct business opportunitiether advertising service providers. If we faifretain and enhance our business
relationships with these third party advertisingmgjes, we may suffer from a loss of advertisetsaur business and results of operations ma
be materially and adversely affected.

In addition, we sell a significant portion of ouogucts and services through third party onlinenpayt systems. If any of these third
party online payment systems suffer from securnigabhes, users may lose confidence in such paysystems and refrain from purchasing
virtual items online, in which case our result®pérations would be negatively impacted. See "—Sdwirity of operations of, and fees
charged by, third party online payment platforms/thave a material adverse effect on our businedsesults of operations.”

We exercise no control over the third parties wittom we have business arrangements. If such thirieg increase their prices, fall
to provide their services effectively, terminateittservice or agreements or discontinue theiticelahips with us, we could suffer service
interruptions, reduced revenues or increased casysof which may have a material adverse effeaiwrbusiness, financial condition and
results of operations.
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System failure, interruptions and downtime can rdsin adverse publicity for our products and resuitt net revenue losses, a slowdown
the growth of our registered user accounts and admse in the number of our active users. If anytbEse system disruptions occurs, our
business, financial condition and results of opei@ts may be materially and adversely affected.

Although we seek to reduce the possibility of digimns or other outages, our services may be disdupy problems with our own
technology and system, such as malfunctions irsoftware or other facilities and network overlo@dir systems may be vulnerable to damag
or interruption from telecommunication failures e loss, computer attacks or viruses, earthqudkesls, fires, terrorist attacks and similar
events. We have experienced system failures, iivgjual partial system outage in 2009 caused by madkeed by a competing business
intending to maliciously overwhelm and clog ounges and our routing system. Those responsible sugssequently found guilty and
penalized by the PRC courts and we have subsegugthted our system to make it more difficult $omilar attacks to succeed in the future,
but we cannot assure you that there will be nolaimfilures in the future. Parts of our systemrasefully redundant, and our disaster recover
planning is not sufficient for all eventualitiese§pite any precaution we may take, the occurrehaenatural disaster or other unanticipated
problems at our hosting facilities could resultdngthy interruptions in the availability of ourgalucts and services. Any interruption in the
ability of our users to use our products and sew/imould reduce our future revenues, harm ourdyiwfits, subject us to regulatory scrutiny
and lead users to seek alternative forms of oawal interactions.

Our servers that process user payments experienoe downtime on a regular basis, which may neggtaffect our brand and user
perception of the reliability of our systems. Archeduled or unscheduled interruption in the abdftysers to use our payment systems could
result in an immediate, and possibly substantiak lof revenues.

Almost all internet access in China is maintairtedagh state-owned telecommunication operatorsmuhéecontrol and supervision
of the MIIT, and we use a limited number of telecoumication service providers to provide us withadedmmunications capacity through
local telecommunications lines and internet datders to host our servers. Internet data cente@hina are generally owned by
telecommunication service providers with their dwwoadband networks and are leased to various cessamrough third party agents. These
third party agents negotiate the terms of the eam®ter into lease agreements with end custoinanslle customer interactions and manage
data centers on behalf of the data center ownetiel past, we signed data center lease agreemimtsiultiple third party agents. With the
expansion of our business, we may be required tchpge more bandwidth and upgrade our technolodyrdirastructure to keep up with the
increasing traffic on our websites and increasisgr levels on our platform overall. We cannot asswau that the telecommunications
providers whose networks we lease or the thirdypagents that operate our data centers would leetalsiccommodate all of our requests for
more bandwidth or upgraded infrastructure or nekwor that the internet infrastructure and the dixelecommunications networks in China
will be able to support the demands associated tvétcontinued growth in our internet usage.

Our users may use our products or services facariransactions and communications, especialgifass communications. As a
result, any system failures could result in damagmich users' businesses. These users couldigadicant compensation from us for their
losses. Even if unsuccessful, this type of clainuldikely be time consuming and costly for us tlleess.

We have limited control over the prices of the 8=y provided by telecommunication service provdderd may have limited access
to alternative networks or services. If the priagspay for telecommunications and internet senvitsssignificantly, our results of operations
may be materially and adversely affected. Furtheemibinternet access fees or other charges &riet users increase, our user traffic may
decline and our business may be harmed.
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The respective number of our registered user acctyactive users, paying users and unique visitoray overstate the number of unique
individuals who register to use our products andgees, log on to our platform, purchase virtuakiins or other products and services on
our platform or access Duowan.com, respectivelydanay therefore lead to an inaccurate interpretatiof our average revenue per paying
user metric and of our business operations by ouamagement and by investors, and may affect advertisdecisions on the amount spent
on advertising with us.

We do not operate our platform on a real-name lzagisherefore we cannot and do not track the nuwfenique paying users.
Instead, we track the number of registered usesuats, active users, paying users and unique kgsite calculate certain operating metric
the following ways: (a) the number of registeredrugccounts is the cumulative number of user adsaitrthe end of the relevant period that
have logged onto our platform at least once aégistration, (b) the number of active users iscilmaulative number of user accounts at the
of the relevant period that have signed onto ocatf@m at least once during the relevant periogthle number of paying users is the
cumulative number of registered user accountstithag purchased virtual items or other productssandices on our platform at least once
during the relevant period, and (d) the numberridjue visitors is the number of visits to Duowamcfsom specific IP addresses for the
relevant period, with each IP address counting separate unique visitor. The actual number ofumigdividual users, however, is likely to
lower than that of registered user accounts, actbegs, paying users and unique visitors, potéynsainificantly, for three primary reasons.
First, each individual user may register more thace and therefore have more than one accounsignanto each of these accounts during :
given period. For example, a user may (a) cregtarate accounts for community and personal uséognointo each account at different times
for different activities or (b) if he or she losstor her original username or password, he orcahesimply register again and create an
additional account. Second, we experience irregelgistration activities such as the creation sigaificant number of improper user accounts
by a limited number of individuals, which may bevinlation of our policies, including for the purg®of clogging our network or posting sp
to our channels. We believe that some of theseustsanay also be created for specific purposes asith increase the number of votes for
certain performers in various contests, but thelrmof registered user accounts, paying users ethgtaisers do not exclude user accounts
created for such purposes. We have limited aliityalidate or confirm the accuracy of informatjamovided during the user registration
process to ascertain whether a new user accouatedrevas actually created by an existing user wiegistering duplicative accounts. Third,
each individual user may access Duowan.com fronerttaan one IP address; although subsequent wvigitsthe same IP address do not ad
our total unique visitors count, each new IP adsltesed by an individual would be counted as amiffeunique visitor to Duowan.com. For
example, a user would be counted as a unique vikitee times if he or she accessed Duowan.com finenuser's home computer, office
computer and mobile phone. Thus, the respectivebeuimf our registered user accounts, active upagsng users and unique visitors may
overstate the number of unique individuals whosegion our platform, sign onto our platform, pasé virtual items or other products and
services on our platform and access Duowan.corpeotisely which may lead to an inaccurate integieh of our average revenue per paying
user metric.

In addition, we may be unable to track whether veesaiccessfully converting registered users ovactsers into paying users since
we do not track the number of unique individual®perate our platform on a re@me basis. If the growth in the number of oursteged use
accounts, active users, paying users or uniqukssis lower than the actual growth in the numifarnique individual registered, active or
paying users or unique visitors, our user engagétaeel, sales of IVAS and our business may notngas quickly as we expect, and
advertisers may reduce the amount spent on adwgriisth us, which may harm our business, financa@idition and results of operations. In
addition, such overstatement may cause inaccuvataaion of our business operations by our manager=nd by investors, which may also
materially and adversely affect our business armdlt® of operations.

If we are unable to continue to successfully captuaind retain the growing number of users that aceésternet services through mobi
devices or successfully monetize mobile users, lmusiness, financial condition and results of opei@ts may be materially and adversely
affected.

An increasing number of users are accessing otfoptathrough mobile devices. For example, the nendj downloads for Mobile
YY, our music and entertainment application, hadeased by 91.8% from 51.9 million in 2013 to 9%iBion in 2014. Mobile YY does not
require users to log in to their user accountssmits general features of listening to or watchliifierent types of performances, but requires
users to log in to their user accounts to accessifes that involve active user participation, iidéhg chatting and sending virtual flowers to
performers free of charge. The number of monthtivaaisers in Mobile YY increased by 80.1% from7LGillion in the fourth quarter of 20:
to 30.1 million in the fourth quarter of 2014. Anportant element of our strategy is to continudeweelop enhanced features for Mobile YY
and to develop dedicated mobile applications fehgzart of our business to capture a greater sifahee growing number of users that access
internet services such as ours through mobile dsyiwzhich we expect to consume considerable ressufor example, in September 2014, w
upgraded Mobile YY with a number of new featurest tive believe contributed to the increase in Molifeuser numbers and revenue, but
which also led to a significant increase in reseatd development expenses for the year.
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As new laptops, mobile devices and operating systma continually being released, it is difficaltaredict the problems we may
encounter in developing and updating versions ofppaducts and services for use on these deviak®perating systems, and we have
devoted, and expect to continue to devote, sigamificesources to create, support and maintain g@se&es. Devices providing access to our
products and services are not manufactured andoyald, and we cannot assure you that the comparaasfacturing or selling these devices
would always ensure that their devices performabdyi and are maximally compatible with our systeArsy faulty connection between these
devices and our products and services may resatinsumer dissatisfaction with us, which could dgenaur brand and have a material and
adverse effect on our financial results. In additithe lower resolution, functionality and memosgeaciated with some mobile devices mak
use of our products and services through such deviwre difficult and the versions of our prodwatd services we develop for these devices
may fail to attract users. Manufacturers or distiiios may establish unique technical standardthfsr devices and, as a result, our mobile
applications may not work or be viewable on thesaabs. Furthermore, new social platforms or sewimay emerge which are specifically
created to function on mobile operating systemspaspared to our platform that was originally desig to be accessed from PCs, and such
new entrants may operate more effectively on matelgces than our mobile applications do.

If we are unable to attract and retain the incregasumber of mobile users, or if we are slower thancompetitors in developing
attractive services adaptable for mobile devicesmvay fail to capture a significant share of améasingly important portion of the market or
may lose existing users. In addition, even if we &ble to retain the increasing number of mobiersjsve may not be able to successfully
monetize them in the future. For example, becatifigecinherent limitations of mobile devices, susha smaller display screen space as
compared to PCs, we may not be able to provideaasy/rkinds of virtual items on our mobile applicascas we can on YY Client, which may
limit the monetization potential of mobile usersiy?of the above may have a material adverse effeciur business, financial condition and
results of operations.

Growth in the use of mobile devices, where our @pito monetize is unproven, as a substitute foethse of YY platform on PCs may
negatively affect our revenues and financial ressilt

Although we believe that users are unlikely to retyi migrate to mobile channel and cease to usahv¥dugh PCs and that most of «
mobile users also access our YY platform througk,”& cannot assure you that the increasing udagelile channel will not cause our
users to cease accessing the YY platform from F@ssignificant number of users migrate to molsit@nnel as a substitute for accessing the
YY platform through PCs, our business, resultspdrations and financial condition would be negdyiadfected.

Concerns about collection and use of personal datalld damage our reputation and deter current andtential users from using our
products and services, which could lead to lowewedising revenues or lower IVAS revenue

Concerns about our practices with regard to thiectbn, use or disclosure of personal informatomther privacy-related matters,
even if unfounded, could damage our reputationaoetating results. We apply strict management aotégtion for any information provided
by users and, under our privacy policy, without osers' prior consent, we will not provide any of asers' personal information to any
unrelated third party. While we strive to complthvour privacy guidelines as well as all applicadé¢a protection laws and regulations, any
failure or perceived failure to comply may resualpiroceedings or actions against us by governnrgities or others, and could damage our
reputation. User and regulatory attitudes towardsapy are evolving, and future regulatory or usencerns about the extent to which persong
information is used or shared with advertiserstbers may adversely affect our ability to shareaierdata with advertisers, which may limit
certain methods of targeted advertising. Concebositethe security of personal data could also teaaldecline in general internet usage, wl
could lead to lower registered, active or payingrusimbers on our platform. For example, if the R@ernment authorities require resme
registration for YY Client users, the growth of auger numbers may slow and our business, finanoiadition and results of operations may
adversely affected. See "—Risks Related to Our @aitp Structure and Our Industry—We may be advweedfétcted by the complexity,
uncertainties and changes in PRC regulation ofrietébusiness and companies.” A significant reduadth registered, active or paying user
numbers could lead to lower advertising revenudewer IVAS revenues, which could have a matenml adverse effect on our business,
financial condition and results of operations.

The security of operations of, and fees charged thyrd party online payment platforms may have a tadal adverse effect on our business
and results of operations.

Currently, we sell all of our IVAS to our usersdhgh third party online payment systems. In the gealed December 31, 2014,
96.0% of our total net revenues were derived fref3. We expect that an increasing amount of ougssalill be conducted over the interne
a result of the growing use of online payment systen all these online payment transactions, settransmission of confidential information
such as customers' credit card numbers and perisdoahation over public networks is essential taintain consumer confidence.
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We do not have control over the security measufresiiothird party online payment vendors, and ségireaches of the online
payment systems that we use could expose usdatlitn and possible liability for failing to securenfidential customer information and coi
among other things, damage our reputation anddheejved security of all of the online payment eys$ that we use. If a well-publicized
internet or mobile network security breach weredour, users concerned about the security of tmine financial transactions may become
reluctant to purchase our virtual items even ifgghélicized breach did not involve payment systemsiethods used by us. In addition, there
may be billing software errors that would damaggt@mer confidence in these online payment systdrany of the above were to occur and
damage our reputation or the perceived securitii@bnline payment systems we use, we may los@gasgers and users may be discourage
from purchasing our IVAS, which may have a mateaiderse effect on our business.

In addition, there are currently only a limited rioen of third party online payment systems in Chlhany of these major payment
systems decides to significantly increase the p¢age they charge us for using their payment sysfemour virtual items and other services,
our results of operations may be materially anceegkly affected.

Our core values of focusing on user experience aalisfaction first and acting for the long-term magonflict with the short-term operating
results of our business, and also negatively impaat relationships with advertisers or other thighrties.

One of our core values is to focus on user expegi@md satisfaction, which we believe is essettialr success and serves the best,
long-term interests of our company and our shadshel Therefore, we have made, and may make ifuthiee, significant investments or
changes in strategy that we think will benefit asers, even if our decision negatively impactsaperating results in the short-term. For
example, in order to provide users of YY Clientiwiininterrupted entertainment options, we do natglsignificant advertising on YY Client.
While this decision adversely affects our operatigults in the shoterm, we believe it enables us to provide highali(uuser experience ¢
YY Client, which will help us expand and maintaiur @urrent large user base and create better nzamgpotential in the long-term. In
addition, this philosophy of putting our userstfirgay also negatively impact our relationships waitivertisers or other third parties, and may
not result in the long-term benefits that we expigctvhich case the success of our business anaitiqg results could be harmed.

Trademarks registered, internet search engine keyagopurchased and domain names registered by tlpadties that are similar to our
trademarks, brands or websites could cause confagmour users, divert online customers away fromr@roducts and services or harm
our reputation.

Competitors and other third parties may purchasegdemarks that are similar to our trademarks(ap#teywords that are
confusingly similar to our brands or websites iteinet search engine advertising programs anceiméader and text of the resulting spons
links or advertisements in order to divert potdridisstomers from us to their websites. Preventimhsinauthorized use is inherently difficult.
If we are unable to prevent such unauthorized e@m®@petitors and other third parties may continuériee potential online customers away
from our platform to competing, irrelevant or pdtelty offensive platforms, which could harm oupteation and cause us to lose revenue.
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We may be held liable for information or contentgtilayed on, retrieved from or linked to our platfor or distributed to our users, and PRC
authorities may impose legal sanctions on us, indiing, in serious cases, suspending or revoking lisenses necessary to operate our
platform.

Our real-time interactive social platform enablesrs to exchange information, generate contengeréide products and services,
conduct business and engage in various other oatitieities. However, our platform does not requial-name registration by our users and
because a majority of the communications on oufgia is conducted in real time, we are unablednfy the sources of all information pos
thereon or examine the content generated by uséoseithey are posted. Therefore, it is possitd¢ tisers may engage in illegal, obscene or
incendiary conversations or activities, includihg publishing of inappropriate or illegal contemittmay be deemed unlawful under PRC laws
and regulations on our platform. These issues existY Client, YY.com, Duowan.com and 100.com.nfyaontent on our platform is deerr
illegal, obscene or incendiary, or if appropriatemhses and third party consents have not beeimeltaclaims may be brought against us for
defamation, libel, negligence, copyright, patentrademark infringement, other unlawful activit@msother theories and claims based on the
nature and content of the information deliverecbontherwise accessed through our platforms. Famgie, we have occasionally received
fines for certain inappropriate materials placedtisd parties on our platform, and may be subjecimilar fines and penalties in the future.
We also may face liability for copyright or trademanfringement, fraud, and other claims basedrenrtature and content of the materials tha
are delivered, shared or otherwise accessed thrmughblished on our platform. Defending any sucfivas could be costly and involve
significant time and attention of our managemert ather resources. In addition, if they find tha lave not adequately managed the conter
on our platform, PRC authorities may impose legalctions on us, including, in serious cases, subpgror revoking the licenses necessary tc
operate our platform. See "ltem 4. Information lb@ Company—B. Business Overview—PRC Regulation—iné&iion Security and
Censorship" and "lItem 4. Information on the Compaiy Business Overview—PRC Regulation—Intellectualgerty Rights."

We may be subject to intellectual property infringent claims or other allegations, which could resih our payment of substantial
damages, penalties and fines, removal of relevammtent from our website or seeking license arrangamts which may not be available on
commercially reasonable terms.

Third party owners or right holders of technologtemts, copyrights, trademarks, trade secrets afdite content may assert
intellectual property infringement or other claiagainst us. In addition, content generated thraugtplatform, including real-time content,
may also potentially cause disputes regarding comenership or intellectual property. For example, could face copyright infringement
claims with respect to songs performed live, reedrdr made accessible on our music and entertainpfeform, and online games being
streamed live, recorded or made accessible orivaugame broadcasting platform. We generated ajpeiely 57.3% and 4.2% of our total
net revenues in 2014 from online music and entartant and live game broadcasting, respectively.

The validity, enforceability and scope of protentif intellectual property rights in internegfated industries, particularly in China,
uncertain and still evolving. As we face increastogpetition and as litigation becomes a more comway to resolve disputes in China, we
face a higher risk of being the subject of intdliet property infringement claims. For example, Ggehou NetEase Computer System Co.,
has initiated a lawsuit against us in Guangzhdbanember 2014, claiming the infringement of itdtggof reproduction concerning the online
game ofFantasy Westward Journdéy the amount of RMB100 million. Although we beleethat the claim is unjustified and commercially
motivated, if the outcome of the proceeding is uotaable to us, we may suffer considerable damageit financial position and reputation.
Under relevant PRC laws and regulations, onlineiseproviders which provide storage space forsiseupload works or links to other
services or content could be held liable for caglyrinfringement under various circumstances, idicig situations where an online service
provider knows or should reasonably have knowntthatelevant content uploaded or linked to ompligsform infringes the copyrights of
others and the provider realizes economic benfefita such infringement activities. The "knows opsli reasonably have known" element
would be fulfilled under some statutorily specifieidcumstances. For example, online service pragidee subject to liability if they fail to ta
necessary measures, such as deletion, blockinigeanrthection, after receiving notification from tlegal right holders. In particular, there hi
been cases in China in which the courts have famnadnline service provider to be liable for the yraghted content posted by users which
were accessible and stored on such provider'srsei®a the other hand, to our knowledge, theraiigeatly no precedent or settled court
practice which provides clear guidance as to whiedh& what extent a real-time online platformisas YY would be held liable for the
unauthorized posting or live performances of cagyed content by our users. See "ltem 4. Informatio the Company—B. Business
Overview—PRC Regulation—Intellectual Property Right

We have implemented procedures to reduce theHibetl that we may use, develop or make availablecantent or applications
without the proper licenses or necessary thirdyparhsents; such procedures include requiring peos, channel owners and users to
acknowledge and agree that they would not perfaroptbad copyrighted content without proper authation and that they will indemnify us
for any relevant copyright infringement claims. Hawer, these procedures may not be effective ingmtiivg unauthorized posting or use of
copyrighted content on our platform or the infringent of other third party rights. Specifically, Buacknowledgments and agreements by
performers, channel owners and users are not e@ble against third parties who may neverthelésglims of copyright infringement
against us. Furthermore, individual performerstarmel owners who generate content that may irdrorgcopyrights of third parties on our
platform may not be easily traceable, if at all,gbglaintiff who may then choose to file a claimasngt us, and these individual performers and
channel owners may not have resources to fullyrmufy us, if at all, for any such claims. In additi we have entered into revenue-sharing
arrangements in the form of direct or indirect emypient agreements with some of the popular singer§ormers or channel owners on our
platform, and we cannot assure you that PRC cauilitaot view these singers, performers or charovehers as our employees or agents, dee
us to have control over their activities on ourtfolan and the content they upload or otherwise naakalable on our platform, determine that
we have knowingly uploaded such infringing contemour platform and hold us directly liable for thieafringement activities on our platforr
Separately, as our business expands, the costrgfrpout these procedures and obtaining authtioizand licenses for the growing content
on our platform may increase, which may potentibtiye material and adverse effects on our restitiparations
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Although we have not been subject to claims or laigutside China, we cannot assure you that Wlenat become subject to
intellectual property laws in other jurisdictiorssich as the United States, by virtue of our ADSsdkisted on the Nasdaq Global Market, the
ability of users to access our platform in the BdiStates and other jurisdictions, the performafic®ngs and other content which are subject
to copyright and other intellectual property lavisountries outside China, including the Unitedt&athe ownership of our ADSs by invesit
in the United States and other jurisdictions, erehtraterritorial application of foreign law byrédgn courts or otherwise. In addition, as a
publicly listed company, we may be exposed to iaseel risk of litigation.

If an infringement claim brought against us in Ghithe United States or any other jurisdictioruiscessful, we may be required to
pay substantial statutory penalties or other dasagd fines, remove relevant content from our ptatfor enter into license agreements whict
may not be available on commercially reasonablagenr at all. Litigation or other claims againstalso subject us to adverse publicity which
could harm our reputation and affect our abilityattract and retain users, including channel owrsngiers and other performers, which could
materially and adversely affect the popularity of platform and therefore, our business, finanoialdition, results of operations and prospect
may be materially and adversely affected.

We may not be able to successfully halt the openasi of platforms that aggregate our data as welldeta from other companies, including
social networks, or "copycat" platforms that haveisappropriated our data in the past or may misappriate our data in the future. Thos
platforms may also lure away some of our users dwartisers or reduce our market share, causing nreteand adverse effects on ot
business operations.

From time to time, third parties have misapprogdabur data through scraping our platform, robotstoer means and aggregated
data on their platforms with data from other companin addition, "copycat" platforms or client $éipations have misappropriated data on our
platform, implanted Trojan viruses in user PCstéaluser data from YY Client and attempted to dteitour brand or the functionality of our
platform. When we became aware of such platfornesemployed technological and legal measures iritampt to halt their operations.
However, we may not be able to detect all sucHgtats in a timely manner and, even if we couldhtesfogical and legal measures may be
insufficient to stop their operations. In thoseasaour available remedies may not be adequateteqb us against such platforms. Regardless
of whether we can successfully enforce our riggtrsst these platforms, any measures that we nkayctauld require significant financial or
other resources from us. Those platforms may alsdway some of our users or advertisers or reducenarket share, causing material and
adverse effects to our business operations.

We may not be able to prevent others from unautlzed use of our intellectual property, which coulétm our business and competitive
position.

We regard our trademarks, service marks, pateatsath names, trade secrets, proprietary techna@gid similar intellectual
property as critical to our success, and we relyrattemark and patent law, trade secret proteatmmhconfidentiality and license agreements
with our employees and others to protect our pedgry rights. As of December 31, 2014, we had teged 137 domain names, including
YY.com, Duowan.com, 100.com, Chinaduo.com and EduZbm, 123 software copyrights, 12 patents andti®marks and service marks
in China and overseas. In addition, as of DecerBbeP014, we had filed 215 patent applications dagecertain of our proprietary
technologies and 277 trademark applications in £aimd overseas.
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It is often difficult to create and enforce intefleal property rights in China. Patents, trademaric service marks may also be
invalidated, circumvented, or challenged. Tradeetsare difficult to protect, and our trade secraty be leaked or otherwise become known
or be independently discovered by others. Confidbtyt agreements may be breached, and we mayawat adequate remedies for any breact
Even where adequate, relevant laws exist in Cliimaay not be possible to obtain swift and equitadshforcement of such laws, or to obtain
enforcement of a court judgment or an arbitratiemaral delivered in another jurisdiction, and accogtly, we may not be able to effectively
protect our intellectual property rights or enfoeggeements in China. Policing any unauthorizedofig@ir intellectual property is difficult and
costly and the steps we have taken may be inadetuarevent the misappropriation of our techn@sgiGiven the potential cost, effort, risks
and downsides of obtaining patent protection, mescases we have not and do not plan to applyaftengs or other forms of formal
intellectual property protection for certain keghaologies. If some of these technologies are [ai@ren to be important to our business and
are used by third parties without our authorizatespecially for commercial purposes, our busim@sscompetitive position may be harmed.

As our patents may expire and may not be extendent,patent applications may not be granted and qatent rights may be conteste
circumvented, invalidated or limited in scope, opatent rights may not protect us effectively. Inriaular, we may not be able to prevent
others from developing or exploiting competing tewiogies, which could have a material and adversteet on our business operations,
financial condition and results of operation:

In China, the valid period of utility model pataight or design patent right is ten years and isex¢tendable. Currently, we have
patent applications pending in China, but we camasstire you that we will be granted patents putdoasur pending applications. Even if our
patent applications succeed and we are issuedtpatesiccordance with them, it is still uncertaihether these patents will be contested,
circumvented or invalidated in the future. The tigbranted under any issued patents may not praxddeth proprietary protection or
competitive advantages. Further, the claims undgmpatents that issue from our patent applicatinag not be broad enough to prevent other:
from developing technologies that are similar @t thchieve results similar to ours. It is also flmeghat the intellectual property rights of
others will bar us from licensing and from explogiany patents that issue from our pending appdicat Numerous U.S. and foreign issued
patents and pending patent applications owned lisretexist in the fields in which we have develoard are developing our technology.
These patents and patent applications might haeetgrover our patent applications and could sabgr patent applications to invalidation.
Finally, in addition to those who may claim prigriainy of our existing or pending patents may &lsahallenged by others on the basis that
they are otherwise invalid or unenforceable.

If we fail to maintain and enhance our brands, of e incur excessive expenses in this effort, ouslmess, results of operations at
prospects may be materially and adversely affec

We believe that maintaining and enhancing our tsas@f significant importance to the success oftusiness. Well-recognized
brands are important to increasing the number efsuand the level of engagement of our users amanemg our attractiveness to advertisers.
Since we operate in a highly competitive markeandrmaintenance and enhancement directly affectluility to maintain our market positia

Although we have developed YY mostly through wofanouth referrals, as we expand, we may conduddbvamarketing and brand
promotion activities using various methods to amni promoting our brands. We cannot assure youehenythat these activities will be
successful or that we will be able to achieve ttast promotion effect we expect. In addition, apgative publicity in relation to our products
or services, regardless of its veracity, could hatmbrands and reputation.

We have sometimes received, and expect to contintexeive, complaints from users regarding thdityuaf the products and
services we offer. Negative publicity or public qoaints by users may harm our reputation and affactbility to attract new users and retain
existing users. If our users' complaints are ndresked to their satisfaction, our reputation amdchaarket position could be significantly
harmed, which may materially and adversely affectlusiness, results of operations and prospects.
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Our business depends substantially on the contirpigfforts of our executive officers and key emplegeand our business operations may
be severely disrupted if we lose their services.

Our future success depends substantially on thiéncad efforts of our executive officers and keypéoyees. If one or more of our
executive officers or key employees were unablenwilling to continue their services with us, weght not be able to replace them easily,
timely manner, or at all. In addition, our execetnfficers and key employees hold the equity irssren Beijing Tuda Science and Technology
Co., Ltd., or Beijing Tuda, and Guangzhou Huadubaek Technology Co., Ltd., or Guangzhou Huadua,PRC consolidated affiliated
entities. In particular, Mr. David Xueling Li, ogo-founder, chief executive officer and directordar. Jin Cao, our executive vice president,
own 97.7% and 0.8% of Beijing Tuda's equity inte&seespectively. Messrs. Li and Cao and Beijinddalso own approximately 0.5%, 0.0
and 99.0% of Guangzhou Huaduo's equity interesspeactively, with 0.44% owned by Mr. Jun Lei, oaffounder and chairman. If any of
these executive officers and key employees terménidieir services with us, we have the contractght to appoint designees to hold the PRC
consolidated affiliated entities' equity interesiewever, our business may be severely disruptadfimancial condition and results of
operations may be materially and adversely affeatetlwe may incur additional expenses to recmaiin tand retain personnel. If any of our
executive officers or key employees joins a conmipetr forms a competing company, we may lose costs, knowhow and key profession:
and staff members. Each of our executive officasleey employees has entered into an employmeeeawnt and a non-compete agreemen
with us. However, as advised by our PRC counselgéia Partners, certain provisions under the nonpetenagreement may not be deemed
valid or enforceable under PRC laws. If any disfautses between our executive officers and key eyegs and us, we cannot assure you tha
we would be able to enforce these non-compete agmes in China, where these executive officerglegsn light of uncertainties with China's
legal system. See "—Risks Related to Doing Busime&hina—Uncertainties in the interpretation anfbecement of Chinese laws and
regulations could limit the legal protections ashle to you and us."

If we are unable to attract, train and retain qudiéd personnel, our business may be materially aadl’ersely affectec

Our future success depends, to a significant exbenour ability to attract, train and retain qgtial personnel, particularly
management, technical and marketing personnelexiertise in the internet industry; inability to sie may materially and adversely affect
business. Since the internet industry is charamdrby high demand and intense competition fontalge cannot assure you that we will be
able to attract or retain qualified staff or othaghly skilled employees. As our company is relalijwyoung, our ability to train and integrate
new employees into our operations may not meegitbwing demands of our business which may matgraaid adversely affect our ability to
grow our business and hence our results of opesatio

Our results of operations are subject to substahti@arterly and annual fluctuations due to seasoiitsl

We experience seasonality in our business, refigaeasonal fluctuations in internet usage. Asaltiecomparing our operating
results on a period-tperiod basis may not be meaningful. For examplénemser numbers tend to be lower during schobitlhgs and certai
parts of the school year, and advertising reveterss to be lower during the Chinese New Year seagbith negatively affects our cash flow
for those periods. We may also experience a regtuati active users in the third quarter of eaclr eause a significant portion of our users
are students, and as the new school year begimgrdtaccess to computers and the internet aretedfeinternet usage and the rate of internet
growth may also be expected to decline during timrser school holidays as some students lose reigéginet access. Furthermore, the
number of paying users of our online music andrégitenent platform correlates with the marketingipaigns and promotional activities we
conduct which coincide with popular western or @sim festivals celebrated by young Chinese peogaymf which are in the fourth quarter
and ending with the Chinese New Year holidays whyglically fall in the first quarter.

As a result, our operating results in future quarte years may fall below the expectations of séea analysts and investors. In such
event, the trading price of our ADSs would likely imaterially and adversely affected. See "Itermformation on the Company—B. Business
Overview—Seasonality" for additional details regagdthe effects of seasonality on our cash flowerafing performance and financial results.

Our business is sensitive to global economic coiodis. A severe or prolonged downturn in the glolmlChinese economy could materially
and adversely affect our business, financial condit and results of operations.

The global financial markets have experienced §igart disruptions since 2008 and the United Stdfesope and other economies
went into recession. The recovery from the low2@J8 and 2009 was uneven and is facing new chaengcluding the escalation of the
European sovereign debt crisis since 2011, thedsddomm of the Chinese economy since 2012, the endiatitative easing by the U.S. Federal
Reserve and the economic slowdown in Europe in 2@1gtunclear whether the European sovereign desis/ economic slowdown will be
contained and whether the Chinese economy willmesits high growth rate. There is considerable ttagdy over the long-term effects of the
expansionary monetary and fiscal policies adoptethb central banks and financial authorities ashe®f the world's leading economies,
including China's. There have also been conceras palitical situations in different parts of themd, including unrest in the Middle East and
Africa, which have resulted in volatility in oil drother markets. Economic conditions in China eresiive to global economic conditions.
Online music and entertainment, along with ther@tiaming and online advertising industries, wisicbount for a significant portion of our
revenues, may be affected by economic downturnenBa prolonged slowdown in the Chinese economy pooducts and services may be
viewed as discretionary by our users, who may ohéosliscontinue or reduce spending on such predud services during an economic
downturn, there may be a reduced amount of onliiveréising, and our ability to retain existing usand increase new users will be adversely
affected. Thus, our business, financial conditind eesults of operations may be affected by therosmonomic environment in China.
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Any prolonged slowdown in the global or Chineserssuy may have a negative impact on our businasandial condition and resu
of operations, and continued turbulence in therimattonal markets may adversely affect our abitityaccess the capital markets to meet
liquidity needs.

Future strategic alliances or acquisitions may hagematerial and adverse effect on our business,utgtion and results of operations.

We may enter into strategic alliances, includingtj@entures or minority equity investments, witlirious third parties to further our
business purpose from time to time. These allianoetd subject us to a number of risks, includiisggs associated with sharing proprietary
information, non-performance by the third party amtteased expenses in establishing new stratéiginaes, any of which may materially and
adversely affect our business. We may have limatatity to monitor or control the actions of theked parties and, to the extent any of these
strategic third parties suffers negative publicityharm to their reputation from events relatingheir business, we may also suffer negative
publicity or harm to our reputation by virtue ofrassociation with any such third party.

In addition, although we have no current acquisifitans, if appropriate opportunities arise, we rmeguire additional assets,
products, technologies or businesses that are ewngpitary to our existing business. For exampltherfourth quarter of 2014, we acquired
Beijing Huangiu Xingxue Technology Development Qdd. and Beijing Huangiu Chuangzhi Software Cdd.| which operate Edu24oL.co
an online education website, and we believe sughisition would effectively supplement our onlindueation business. Past and future
acquisitions and the subsequent integration of agsets and businesses into our own require signifattention from our management and
could result in a diversion of resources from atisting business, which in turn could have an aslweffect on our business operations.
Acquired assets or businesses may not generafméimeial results we expect. Acquisitions coulduleg the use of substantial amounts of
cash, potentially dilutive issuances of equity si&i@s, the occurrence of significant goodwill inpaent charges, amortization expenses for
other intangible assets and exposure to potemnilatawn liabilities of the acquired business. Moregthe costs of identifying and
consummating acquisitions may be significant. Idithoh to possible shareholders' approval, we msgy have to obtain approvals and license
from relevant government authorities for the adtjoiss and to comply with any applicable PRC lawsd aegulations, which could result in
increased delay and costs.

If we fail to maintain an effective system of inteal control over financial reporting, we may be ubge to accurately report our financie
results or prevent fraud, and investor confidengedur company and the market price of our ADSs miagy adversely affected.

The SEC, as required by Section 404 of the Sarb@mésyy Act of 2002, or the Sarbanes-Oxley Act, addpules requiring most
public companies to include a management reposuch company's internal control over financial répg in its annual report, which conta
management's assessment of the effectiveness obmimgany's internal control over financial repagtiim addition, when a company meets the
SEC's criteria, an independent registered pubbowating firm must report on the effectivenesshaf tompany's internal control over financial
reporting.

Our management and independent registered puldauating firm have concluded that our internal coindver financial reporting
was effective as of December 31, 2014. Howevercaveot assure you that in the future our manageoremir independent registered public
accounting firm will not identify material weaknessduring the Section 404 of the Sarbanes-OxleyaAdit process or for other reasons. In
addition, because of the inherent limitations ¢éinal control over financial reporting, includittte possibility of collusion or improper
management override of controls, material misstatémdue to error or fraud may not be preventadktected on a timely basis. As a result, if
we fail to maintain effective internal control oviarancial reporting or should we be unable to preéwor detect material misstatements due to
error or fraud on a timely basis, investors cookkl confidence in the reliability of our financs&htements, which in turn could harm our
business, results of operations and negatively ¢tnjbe market price of our ADSs, and harm our repon. Furthermore, we have incurred anc
expect to continue to incur considerable coststange significant management time and the otlsurees in an effort to comply with
Section 404 and other requirements of the Sarb@mésy Act.
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Some of our users may make sales or purchases thhounauthorized third party platforms of virtual @ms we offer for free on ou
platform, which may affect our reveni-generating opportunities and exert downward pressumn the prices we charge for our virtual iten

We, from time to time, offer virtual items free ciiarge to attract users or encourage user patimipia channels. Some of our users
may sell or purchase such free virtual items thhowgauthorized third party sellers in exchangadat currency. For example, fans of a
performer may pay other users to send flowersfts tiie latter have accumulated on our platforrthéoperformer, in order to show support
and raise the popularity ranking of the performietheir choice. These unauthorized transactionsisually arranged on third party platforms
which we do not and are unable to track or monAacordingly, these unauthorized purchases and $aden third party sellers may affect our
revenue-generating opportunities and may impedeemenue and profit growth by, among other thimgducing the revenues we could have
generated and exerting downward pressure on thespwe charge for our virtual items.

We have limited business insurance coverage, sa #my uninsured occurrence of business disruptioraynresult in substantial costs to us
and the diversion of our resources, which could lea&n adverse effect on our results of operationgldimancial condition.

Insurance companies in China currently do not aifeextensive an array of insurance products asdanse companies do in more
developed economies. We do not have any busiresifitli or disruption insurance to cover our openag. We have determined that the costs
of insuring for these risks and the difficultiesasiated with acquiring such insurance on commityai@asonable terms make it impractical for
us to have such insurance. Any uninsured occurraragedisrupt our business operations, require irsctar substantial costs and divert our
resources, which could have an adverse effect onesults of operations and financial condition.

Risks Related to Our Corporate Structure and Our Industry

If the PRC government finds that the structure wave adopted for our business operations does notgly with PRC laws and regulation:
or if these laws or regulations or interpretatiortd existing laws or regulations change in the futerwe could be subject to severe penalties,
including the shutting down of our platform and oupusiness operations.

Foreign ownership of internet-based businessasigst to significant restrictions under current@®Rws and regulations. The PRC
government regulates internet access, the disimibaf online information and the conduct of onlc@mmerce through strict business licen:
requirements and other government regulations. & tzags and regulations also limit foreign ownershiPRC companies that provide internet
information distribution services. Specifically réégn ownership in an internet information providemother value-added telecommunication
service providers may not exceed 50%. In addit@eprding to the Several Opinions on the Introauctf Foreign Investment in the Cultural
Industry promulgated by the Ministry of Culture,the MOC, the State Administration of Radio, FilmdaTlelevision, or the SARFT, the
General Administration of Press and PublicatiortherGAPP, currently known as the State Administradf Press Publication, Radio, Film
and Television after combination of SARFT and GA®¥e, National Development and Reform CommissiontaedMinistry of Commerce, or
the MOFCOM, in July 2005, foreign investors arehibbited from investing in or operating, among othemy internet cultural operating
entities and from engaging in the business of trattisg audio-visual programs through informatiogtworks.

We are a Cayman Islands company and our PRC sahisi&liGuangzhou Huanju Shidai Information TechgwlGo., Ltd., or
Guangzhou Huanju Shidai, Huanju Shidai Technol®gjjing) Co., Ltd., or Beijing Huanju Shidai and uttai Huanju Shidai Information
Technology Co., Ltd., or Zhuhai Huanju Shidai, eaeh considered a wholly foreign owned enterpkiée.conduct our operations in China
primarily through a series of contractual arranget®entered into among our PRC subsidiary, Beifingnju Shidai, our PRC consolidated
affiliated entities, Guangzhou Huaduo and Beijingld, and Guangzhou Huaduo and Beijing Tuda's sbigetds. As a result of these
contractual arrangements, we exert control oveRRIC consolidated affiliated entities and consddidgach of their operating results in our
financial statements under U.S. GAAP. All of theiiég (net assets) or deficit (net liabilities) amet income (loss) of the consolidated affiliatec
entities are attributed to us. For a detailed deton of these contractual arrangements, see "fteMajor Shareholders and Related Party
Transactions—B. Related Party—Contractual Arrangemeith Beijing Tuda."
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On September 28, 2009, the GAPP, the National GgiplyAdministration and the National Office of Coatlmg Pornography and
lllegal Publications, jointly issued a Notice onrfher Strengthening the Administration of Pre-exaation and Approval of Online Games and
the Examination and Approval of Imported Online Ganor Circular 13. Circular 13 restates that fgmenvestors are not permitted to invest
in online game-operating businesses in China viallwlowned, equity joint venture or cooperativenjoventure investments and expressly
prohibits foreign investors from gaining controlem\or participating in domestic online game opeawathrough indirect ways such as
establishing other joint venture companies or émgeinto contractual or technical arrangements sicthe variable interest entity structural
arrangements we adopted for our consolidated at#ili entities. We are not aware of any compan#diive adopted a corporate structure the
is the same as or similar to ours having been Eswhbr terminated under Circular 13 since theotiffe date of the circular. Furthermore, the
enforcement of Circular 13 is still subject to sialnsial uncertainty, including possible subseqyeint actions by relevant authorities in char
such as the MOC. The Regulation on Three Provisitipslates that the MOC is authorized to regulateonline game industry, while the
GAPP is authorized to approve the publication dinengames before their launch on the internet. lterpretation on Three Provisions furt
provides that once an online game is launched eintiernet, it will be completely under the regidatof the MOC, and that if an online game
is launched on the internet without obtaining pepproval from the GAPP, the MOC, instead of theRBAis directly responsible for
investigating the game. In the event that we, ®RERubsidiaries or PRC consolidated affiliatedte#tiare found to be in violation of the
prohibition under Circular 13, the GAPP, in conjtioe with the relevant regulatory authorities iraole, may impose applicable penalties,
which in the most serious cases may include sugpens revocation of relevant licenses and rediising. In addition, various media sources
have reported that the CSRC prepared a report pitagp@re-approval by a competent central governmetitority of offshore listings by
China-based companies with variable interest entityctures, such as ours, that operate in indgsittors subject to foreign investment
restrictions. However, it is unclear whether theRCSofficially issued or submitted such a reporatoigher level government authority or what
any such report provides. Furthermore, on Janugr2d15, the MOFCOM issued a discussion draft eftftoposed Foreign Investment Law,
which may place restrictions on variable interegity structures adopted by us, but the enactmergtable, interpretation, implementation and
influence thereof remain unclear. See "—Risks Rdlad Doing Business in China—Substantial uncetigsrexist with respect to the
enactment timetable, interpretation and impleméematf draft PRC Foreign Investment Law and homdy impact the viability of our current
corporate structure, corporate governance and éssioperations.”

Based on understanding of current PRC laws, ruldsegulations of our PRC legal counsel, FangdamPes, our current ownership
structure for our business operations, the ownprstniicture of our PRC subsidiaries and our PRGaaiated affiliated entities, the
contractual arrangements among our PRC subsidiatie$?RC consolidated affiliated entities andrtisbareholders, as described in this ar
report on Form 20-F, are in compliance with ex$tHRC laws, rules and regulations. However, we viigtaer advised by Fangda Partners
that there is substantial uncertainty regardingrterpretation and application of current or f@RC laws and regulations and these laws or
regulations or interpretations of these laws oula&iipns may change in the future. Furthermore yéhmvant government authorities have broa
discretion in interpreting these laws and reguteticAccordingly, we cannot assure you that PRC gomwent authorities will not ultimately
take a view contrary to the opinion of our PRC legmunsel.

If our ownership structure, contractual arrangement businesses of our company, our PRC subsisliariour PRC consolidated
affiliated entities are found to be in violationarfy existing or future PRC laws or regulations, ttelevant governmental authorities would t
broad discretion in dealing with such violation;lirding levying fines, confiscating our income be income of our PRC subsidiaries or PRC
consolidated affiliated entities, revoking or susgieg the business licenses or operating licenseard®RC subsidiaries or PRC consolidated
affiliated entities, shutting down our servers lorcking our platform, discontinuing or placing méstions or onerous conditions on our
operations, requiring us to discontinue our operetj requiring us to undergo a costly and disreptastructuring, restricting or prohibiting our
use of proceeds from our initial public offeringfioance our business and operations in Chinatakidg other regulatory or enforcement
actions that could be harmful to our business. ésinhese actions could cause significant disruptioour business operations and severely
damage our reputation, which would in turn matriahd adversely affect our business, financialdition and results of operations. In
addition, if the imposition of any of these peredttauses us to lose the rights to direct theiiesiwof our PRC consolidated affiliated entities
or our right to receive their economic benefits,waild no longer be able to consolidate such estitDur PRC consolidated affiliated entities
contributed substantially all of our consolidated revenues in the years ended December 31, 2013,&hd 2014.
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We rely on contractual arrangements with our PRCramlidated affiliated entities and their shareholdefor the operation of our business,
which may not be as effective as direct ownersliippur PRC consolidated affiliated entities and thiesshareholders fail to perform their
obligations under these contractual arrangementss wmay have to resort to litigation to enforce oughts, which may be time-consuming,
unpredictable, expensive and damaging to our op&nas and reputation.

Because of PRC restrictions on foreign ownershiipteirnet-based businesses in China, we dependrdractual arrangements with
our PRC consolidated affiliated entities in whichk faave no ownership interest to conduct our businésese contractual arrangements are
intended to provide us with effective control oteese entities and allow us to obtain economic fitsrfeom them. Our PRC consolidated
affiliated entities are owned directly by Messrawvidl Xueling Li, Jun Lei, Tony Bin Zhao and Jin Camong whom certain shareholders are
our directors, key executive officers and employ&es additional details on these ownership intsresee "—Risks Related to Our Business—
Our business depends substantially on the conginefiforts of our executive officers and key emplegieand our business operations may be
severely disrupted if we lose their services" altehti 4. Information on the Company—A. History aneM@lopment of the Company."
However, these contractual arrangements may nas leéfective in providing control as direct ownépstror example, each of our PRC
consolidated affiliated entities and their shardiod could breach their contractual arrangemerttswgi by, among other things, failing to
operate our business in an acceptable manneriogtather actions that are detrimental to our iedés. If we were the controlling shareholder
of these PRC consolidated affiliated entities vdittect ownership, we would be able to exercisermints as shareholders to effect changes to
their board of directors, which in turn could implent changes at the management and operational Hoxgever, under the current contrac
arrangements, as a legal matter, if our PRC catesteld affiliated entities or their shareholdersttaperform their obligations under these
contractual arrangements, we may have to incurttantial costs to enforce such arrangements, agarelegal remedies under PRC law,
including contract remedies, which may not be sigfit or effective. In particular, the contractaalangements provide that any dispute arisin
from these arrangements will be submitted to them&mternational Economic and Trade Arbitratiom@oission for arbitration in Beijing, the
ruling of which will be final and binding. The leggamework and system in China, particularly thoslating to arbitration proceedings, is not
as developed as other jurisdictions such as theeth@tates. As a result, significant uncertaintiating to the enforcement of legal rights
through arbitration, litigation and other legal peedings remain in China, which could limit ourligpio enforce these contractual
arrangements and exert effective control over ousolidated affiliated entities. If we are unaldeehforce these contractual arrangements,
we suffer significant delay or other obstacleshia process of enforcing these contractual arrangemeur business and operations could be
severely disrupted, which could materially and agely affect our results of operations and damageeputation. See "—Risks Related to
Doing Business in China—Uncertainties in the intetgtion and enforcement of Chinese laws and régakcould limit the legal protections
available to you and us."

Our existing shareholders have substantial influemover our company and their interests may not ttigreed with the interests of our other
shareholders, which may discourage, delay or prevarhange in control of our company, which coul@prive our shareholders of a
opportunity to receive a premium for their secuss.

As of March 31, 2015, our management group—inclgditr. David Xueling Li, our co-founder, chief exeaie officer and director,
Mr. Jun Lei, our co-founder and chairman, Mr. JaooCan executive vice president of our company,MndRongjie Dong, another executive
vice president,—and their respective affiliates)dfecially own an aggregate of 37.7% of our outdiag shares and 75.9% of the total voting
power. Messrs. Li, Lei and Cao and Beijing Tudaetbgr hold 99.96% of the equity interest in GualmgrHuaduo and Messrs. Li and Cao
together hold 98.5% of the equity interest in BajjiTuda. Guangzhou Huaduo and Beijing Tuda arevatiable interest entities. Our
management group has substantial influence ovebuginess, including decisions regarding mergenssalidations and the sale of all or
substantially all of our assets, election of dioestand other significant corporate actions. Thiscentration of ownership may discourage,
delay or prevent a change in control of our comparhjich could deprive our shareholders of an oppuoty to receive a premium for their
shares as part of any contemplated sale of our aoynand may reduce the price of our ADSs. In agldjtMessrs. Li, Dong and Cao could
violate the terms of their non-compete or employnagmeements with us or their legal duties by dikmgrbusiness opportunities from us,
resulting in our loss of corporate opportunitiele3e actions may take place even if they are opdmgeur other shareholders. Additionally,
Mr. Jun Lei, our co-founder, chairman and sharedrolgho owned 17.9% of our outstanding shares &anth 31, 2015, is in the business of
making investments in internet companies in Chitha.Lei currently holds direct and indirect intet®es our direct competitor, iSpeak, and
other entities which may have businesses that ctanpi¢h ours. iSpeak is owned by Mr. Lei in paniigh Kingsoft Corporation Limited, or
Kingsoft, which is engaged in the research, devakat operation and distribution of online gamesbileogames, casual game services and
internet software. He may, in the future, acquadi@onal interests in businesses that directlindirectly compete with some of our lines of
business or that are our suppliers or customershé&unore, Mr. Lei, whether through Kingsoft or etivise, may pursue acquisitions or make
further investments in our industries which mayftionwith our interests. Although we adopted a ead business conduct and ethics to help
restrict conflicts of interest involving directaasd officers, any violation of this code by oursgixig officers or directors such as Mr. Lei may
materially and adversely affect our business operat For more information regarding the benefiolhership of our company by our
principal shareholders, see "ltem 6. Directors,j@amanagement and Employees—E. Share Ownership."
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We may lose the ability to use and enjoy assetsl gl our PRC consolidated affiliated entities thate important to the operation of our
business if such entities go bankrupt or becomejsgbto a dissolution or liquidation proceeding.

As part of our contractual arrangements with ouCRRnsolidated affiliated entities, Guangzhou Hwadnd Beijing Tuda, such
entities hold certain assets, such as patenttiéoprioprietary technology that are essential tafierations of our platform and important to the
operation of our business. If either Guangzhou Hoaat Beijing Tuda goes bankrupt and all or paitoassets become subject to liens or
rights of third party creditors, we may be unableontinue some or all of our business activitigsich could materially and adversely affect
our business, financial condition and results afragions. If Guangzhou Huaduo or Beijing Tuda ugdes a voluntary or involuntary
liquidation proceeding, the unrelated third pangditors may claim rights to some or all of thesseds, thereby hindering our ability to operate
our business, which could materially and adveraéflyct our business, financial condition and resaftoperations.

Our ability to enforce the equity pledge agreemeh&tween us and our PRC variable interest entitissareholders may be subject to
limitations based on PRC laws and regulations.

Pursuant to the equity interest pledge agreemetigslen Beijing Huanju Shidai, our wholly owned ddiagy in China, and the
shareholders of Guangzhou Huaduo and Beijing Todiayariable interest entities, or VIEs, each shalders of each variable interest entities
agrees to pledge its equity interests in the VIBuosubsidiary to secure the relevant VIE's penorce of their obligations under the relevant
contractual arrangements. The equity interest gledd shareholders of VIEs under these equity @edgeements have been registered with
the relevant local branch of the SAIC. In additionthe registration forms of the local branch tdt8& Administration for Industry and
Commerce for the pledges over the equity intenastier the equity interest pledge agreements, theeggte amount of registered equity
interests pledged to Beijing Huanju Shidai repres&00% of the registered capital of Guangzhou ioahd Beijing Tuda. The equity inter
pledge agreements with each of the VIEs' sharelolgl®vide that the pledged equity interest shatistitute continuing security for any and
of the indebtedness, obligations and liabilitiedemall of the principal service agreements andstupe of pledge shall not be limited by the
amount of the registered capital of that VIE. Hoes\it is possible that a PRC court may take thstjpm that the amount listed on the equity
pledge registration forms represents the full anhofithe collateral that has been registered amiégied. If this is the case, the obligations
are supposed to be secured in the equity inteledtye agreements in excess of the amount listédeoaquity pledge registration forms could
be determined by the PRC court as unsecured déhuakes last priority among creditors.

Our contractual arrangements with our PRC consoligal affiliated entities may result in adverse taarisequences to us.

As a result of our corporate structure and theregtial arrangements among our PRC subsidiariefRC consolidated affiliated
entities and their shareholders, we are effectigalyject to PRC turnover tax on revenues genelgtedir subsidiaries from our contractual
arrangements with our PRC consolidated affiliateiities. Such tax generally includes the PRC valdded tax ("VAT") at a rate of 6% or 1°
along with related surcharges. The applicable wgntax is determined by the nature of the transagenerating the revenues subject to
taxation. The PRC enterprise income tax law reguenery enterprise in China to submit its annutdmnise income tax return together with a
report on transactions with its affiliates or rel&parties to the relevant tax authorities. Thesmgstactions may be subject to audit or challenge
by the PRC tax authorities within ten years after thxable year during which the transactions anelected. We may be subject to adverse ta
consequences if the PRC tax authorities were &rah@e that the contracts between us and our PREotidated affiliated entities were not on
an arm's length basis and therefore constitute@dble transfer pricing arrangements. If this escthe PRC tax authorities could request tha
either of our PRC consolidated affiliated entiefust its taxable income upward for PRC tax puepoSuch a pricing adjustment could
adversely affect us by reducing expense deductesmded by either PRC consolidated affiliatedtergtiand thereby increasing these entities'
tax liabilities, which could subject these entitiedate payment fees and other penalties for tierpayment of taxes. Our consolidated net
income may be materially and adversely affecteiif PRC consolidated affiliated entities' tax lldigis increase or if it becomes subject to
payment fees or other penalties.
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If our PRC consolidated affiliated entities fail tobtain and maintain the requisite licenses and apyals required under the comple
regulatory environment for internet-based businessa China, our business, financial condition anasults of operations may be materially
and adversely affected.

The internet industry in China is highly regulat&ee "Item 4. Information on the Company—B. Busin@serview—PRC
Regulation." Guangzhou Huaduo, as our PRC congelidzffiliated entity, is required to obtain andimtain applicable licenses or approvals
from different regulatory authorities in order tmpide its current services. For example, an irgemformation service provider shall obtain
operating license, or the ICP License, from MiIITitsrlocal counterparts before engaging in any cenuiml internet information services. An
online game operator must also obtain an Internétu€ Operation License from the MOC and an IrgeRublishing License from the GAPP
to distribute online games, in addition to filitg online games with the GAPP and the MOC. An etiloical website operator shall obtain
approvals from the local education authoritiesoPi® July 2010, specific approvals on online kidléoard services were also required for the
provision of BBS services. Guangzhou Huaduo haziobd a valid ICP License for provision of interaett mobile network information
services, an Internet Culture Operation Licensefdine games and music products, and an Intennatdhing License for publication of
online games and mobile phone games. In additiomn@zhou Huaduo holds a valid License for Onliren$mission of Audio-Visual
Programs under the business classification of agiivg and play-on-demand service for certain kiotiternet audio-visual programs—
literary, artistic and entertainingas prescribed in the newly issued provisional aaieg. On October 8, 2011, Guangzhou Huaduo wageyp
a License for Production and Operation of Radio BvidPrograms, covering the production, reproductiad publication of broadcasting pla
TV dramas, cartoons (excluding production), spesudjects, special columns (excluding current alitnews category) and entertainment
programs. On January 17, 2013 and January 16, ¥ were granted permission by relevant authoritgsrovide online education content
edu.YY.com and 100.com, respectiveln the fourth quarter of 2014, we acquired Beijihgangiu Xingxue Technology Development Co.,
Ltd., or Beijing Xingxue, and Beijing Huangiu Chughi Software Co., Ltd., or Beijing Chuangzhi, whigperate Edu24oL.com, an online
education website that is an online vocationahtrgj and language training platform, and Beijingigéiue holds an ICP License and a
Publication Operating License for the operatiofedti24oL.com. These licenses or permits are estémtize operation of our business and art
generally subject to annual government review. H@mrewe cannot assure you that we can successéunbBw these licenses annually or that
these licenses are sufficient to conduct all ofgmessent or future business.

As we further develop and expand our video capasland functions, we will need to obtain addigibgualifications, permits,
approvals or licenses. In addition, with respeapgecific services offered online, we or the sarvic content providers may be subject to
additional separate qualifications, permits, appt®wr licenses. For financial-related contentrefficon our channels, we are tightening our
internal review of the relevant qualifications b&tcontent providers as instructed by the competethiorities, while complying with other
statutory requirements. We cannot assure you thainthe service or content providers will be gedrguch qualifications, permits, approvals
or licenses in a timely manner or at all. Priothe receipt of such qualifications, permits, appis\or licenses, we may be deemed as being ir
violation of relevant laws or regulations and bbjeat to penalties.

As the internet industry in China is still at aatélely early stage of development, new laws agdiletions may be adopted from time
to time to address new issues that come to theatidls' attention. In the interpretation and immpntation of existing and future laws and
regulations governing our business activities, m®rable uncertainties still exist. We cannot assuu that we will not be found in violation
any future laws and regulations or any of the lawd regulations currently in effect due to charigehe relevant authorities' interpretation of
these laws and regulations. In addition, we maseljeired to obtain additional license or approvafg] we cannot assure you that we will be
able to timely obtain or maintain all the requitie@nses or approvals or make all the necessamngdilin the future. If we fail to obtain or
maintain any of the required licenses or approgainiake the necessary filings, we may be subjecatimus penalties, such as confiscation of
the net revenues that were generated through flensed internet activities, the imposition ofdfinand the discontinuation or restriction of
our operations. Any such penalties may disrupthusiness operations and materially and adverstdgtadur business, financial condition and
results of operations.
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The shareholders of our PRC variable interest eig#t may have potential conflicts of interest witls,uand if any such conflicts of interest
are not resolved in our favor, our business mayrhaterially and adversely affected.

Guangzhou Huaduo and Beijing Tuda are our varimigest entities. Messrs. David Xueling Li, Jun, dJeny Bin Zhao, Jin Cao and
Beijing Tuda, together hold 100% of the equity iet# in Guangzhou Huaduo and Messrs. Li, Zhao awlt@gether hold 100% of the equity
interest in Beijing Tuda. Messrs. Li, Lei and Cae all senior executives and shareholders of oonpamy, but Mr. Zhao had resigned his
position as our director effective as of March 812, although he remains a shareholder of our cagnphe interests of Messrs. Li, Lei, Zhao
and Cao as the controlling shareholders of the V&g differ from the interests of our company aghale, as what is in the best interests of
our VIEs may not be in the best interests of oumgany. We cannot assure you that when conflicistefest arise, Messrs. Li, Lei, Zhao or
Cao will act in the best interests of our companthat conflicts of interests will be resolved iardavor. In addition, Messrs. Li, Lei, Zhao or
Cao may breach or cause Guangzhou Huaduo and @€&ijida and their respective subsidiaries to breackfuse to renew the existing
contractual arrangements with us. Currently, waalchave existing arrangements to address potemtidlicts of interest Messrs. Li, Lei, Zh
or Cao may encounter in his capacity as a shareholddirector of our VIES, on the one hand, and bsneficial owner or director of our
company, on the other hargpvidedthat we could, at all times, exercise our optiodernthe exclusive option agreement with MessrsL &i,
Zhao and Cao to cause them to transfer all of #eiity ownership in Guangzhou Huaduo or Beijingldto a PRC entity or individual
designated by us, and this new shareholder of GalemgHuaduo or Beijing Tuda could then appoint\a dgector of Guangzhou Huaduo or
Beijing Tuda to replace the existing directorsatidition, if such conflicts of interest arise, Bajj Huanju Shidai, our wholly owned PRC
subsidiary, could also, in the capacity of attorimefact for Messrs. Li, Lei, Zhao and Cao as pdad under the relevant powers of attorney,
directly appoint a new director of Guangzhou HuaduBeijing Tuda to replace the existing directdkée rely on Messrs. Li, Lei, Zhao and
Cao to comply with the laws of China, which proteohtracts and provide that directors and executffieers owe a duty of loyalty to our
company and require them to avoid conflicts ofries¢ and not to take advantage of their positiongpérsonal gains. We also rely on
Messrs. Li and Lei to abide by the laws of the Cagrtslands, which provide that directors have g dfitare and a duty of loyalty to act
honestly in good faith with a view toward our bisérests. However, the legal frameworks of Chind #gne Cayman Islands do not provide
guidance on resolving conflicts in the event obaftict with another corporate governance regirhevd cannot resolve any conflicts of inter
or disputes between us and Messrs. Li, Lei, ZhabGao, we would have to rely on legal proceedingsch could result in disruption of our
business and subject us to substantial uncertastyg the outcome of any such legal proceedings.

Implementation of the new labor laws and regulatiin China may adversely affect our business anduits of operations

Pursuant to the labor contract law that took effedanuary 2008, its implementation rules thakteffect in September 2008 and its
amendment that took effect in July 2013, emplogeessubject to stricter requirements in terms giiisig labor contracts, minimum wages,
paying remuneration, determining the term of eme&sy probation and unilaterally terminating labamtcacts. Due to the limited period of
time since its effectiveness, and lack of detaiiderpretative rules and uniform implementationagpices and possible penalties, it is uncertain
as to how they it will affect our current employmenlicies and practices. Our employment policied practices may violate the labor cont
law or its implementation rules, and we may thustigect to related penalties, fines or legal f€msnpliance with the labor contract law and
its implementation rules may increase our operaxgenses, in particular our personnel expensdbelpvent that we decide to terminate
some of our employees or otherwise change our gmyaot or labor practices, the labor contract lag i implementation rules may also
limit our ability to effect those changes in a daBle or cost-effective manner, which could advgraéfect our business and results of
operations. On October 28, 2010, the Standing Caieenof the National People's Congress promulgdieedRC Social Insurance Law, or the
Social Insurance Law, which became effective oy 3uP011. According to the Social Insurance Lampkyees must participate in pension
insurance, work-related injury insurance, medinalirance, unemployment insurance and maternityanse and the employers must, togethe
with their employees or separately, pay the saoflirance premiums for such employees.
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We expect our labor costs to increase due to tipgeimentation of these new laws and regulationghAsnterpretation and
implementation of these new laws and regulatioesstil evolving, we cannot assure you that our legmpent practice will at all times be
deemed in full compliance with labor-related lawsl aegulations in China, which may subject us bmtadisputes or government
investigations. If we are deemed to have violagdeMvant labor laws and regulations, we could beired to provide additional compensatio
our employees and our business, financial condamhresults of operations could be materially ahersely affected.

Further, labor disputes, work stoppages or slowdoatrour laboratories, patient service centersigrod our clients or suppliers could
significantly disrupt our daily operation or ourpansion plans and have a material adverse effegtibhusiness.

Currently there is no law or regulation specificgligoverning virtual asset property rights and thésee it is not clear what liabilities, if any,
online game operators may have for virtual assets.

While playing online games or participating on Y¥Ye@t activities, players acquire and accumulataeeirtual assets, such as spe
equipment and other accessories. Such virtualsasaatbe important to online game players and heoreetary value and, in some cases, are
sold for actual money. In practice, virtual assets be lost for various reasons, often through thaiized use of the game account of one use
by other users and occasionally through data lassed by a delay of network service, a networkhceaihacking activities. Currently, there is
no PRC law or regulation specifically governingtwal asset property rights. As a result, thereniseutainty as to who the legal owner of virt
assets is, whether and how the ownership of vidaaéts is protected by law, and whether an opeshtmline games such as us would have
any liability to game players or other interestedties (whether in contract, tort or otherwise)lfms of such virtual assets. Based on recent
PRC court judgments, the courts have typically loeliihe game operators liable for losses of viragdets by game players, and ordered onlir
game operators to return the lost virtual itemgame players or pay damages and losses. In caslesd of virtual assets, we may be sued by
our game players or users and held liable for d@siaghich may negatively affect our reputation basiness, financial condition and results
of operations.

Compliance with the laws or regulations governingtual currency may result in us having to obtaindaitional approvals or licenses or
change our current business model.

The issuance and use of "virtual currency" in tR&€Hhas been regulated since 2007 in response tyrdkgh of the online game
industry in China. On January 25, 2007, the Migistr Public Security, the MOC, the MIIT and the GARintly issued a circular regarding
online gambling which has implications for the wéeirtual currency. To curtail online games thatalve online gambling, as well as address
concerns that virtual currency could be used foneydaundering or illicit trade, the circular (aphibits online game operators from charging
commissions in the form of virtual currency in t&a to winning or losing of games; (b) requirediioé game operators to impose limits on
of virtual currency in guessing and betting ganfesbans the conversion of virtual currency intal @urrency or property; and (d) prohibits
services that enable game players to transferalicurrency to other players. On June 4, 2009MB&C and the MOFCOM jointly issued a
notice regarding strengthening the administratibontine game virtual currency, or the Virtual Gemcy Notice. The MOC issued the
Provisional Administrative Measures of Online Gapweghe Online Games Measures, on June 3, 20li6hvhovides, among other things,
that virtual currency issued by online game opesgateay be only used to exchange its own online ganméucts and services and may not be
used to pay for the products and services of athsties.

We issue virtual currency and prepaid game tokemgine players on our platform for them to purchas®us items to be used in
online games and channels, including music chanWédsare in the process of adjusting the contepuofplatform but we cannot assure you
that our adjustments will be sufficient to complitmthe Virtual Currency Notice. Moreover, althougk believe we do not offer online game
virtual currency transaction services, we cannstigsyou that the PRC regulatory authorities will take a view contrary to ours. For
example, certain virtual items we issue to usesetd@n in-game milestones they achieve or timetgpaying games are transferable and
exchangeable for our virtual currency or the othgual items we issue to users. If the PRC reguiaauthorities deem such transfer or
exchange to be a virtual currency transaction, thexddition to being deemed to be engaging iridheance of virtual currency, we may also
be deemed to be providing transaction platformisesvthat enable the trading of such virtual cwyesimultaneously engaging in both of
these activities is prohibited under the Virtuar@uacy Notice. In that event, we may be requiredetase either our virtual currency issuance
activities or such deemed "transaction serviceVidiets and may be subject to certain penaltieslusing mandatory corrective measures and
fines. The occurrence of any of the foregoing cdwdde a material adverse effect on our businessnéial condition and results of operations.
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In addition, the Virtual Currency Notice prohibdsline game operators from setting game featuiasinfiolve the direct payment of
cash or virtual currency by players for the chatecein virtual items or virtual currency based amdom selection through a lucky draw, we
or lottery. The notice also prohibits game opemafosm issuing currency to game players throughmaedher than purchases with legal
currency. It is unclear whether these restrictiwosild apply to certain aspects of our online gamdthough we believe that we have rectified
and ceased such prohibited activities and haventalequate measures to prevent any of the aboveéemed prohibited activities, we cannot
assure you that the PRC regulatory authoritiesvailltake a view contrary to ours and deem suduffeas prohibited by the Virtual Currency
Notice, thereby subjecting us to penalties, inelgdhnandatory corrective measures and fines. Fanpbka we were previously fined by a los
authority in Guangzhou found that our games coathincky draws. The occurrence of any of the foregoould materially and adversely
affect our business and results of operations.

Non-compliance on the part of third parties with whiclie conduct business could restrict our abilityr@intain or increase our number of
users or the level of traffic to our YY platform.

Our third party game developers or other businasters may be subject to regulatory penaltiesuoighments because of their
regulatory compliance failures, which may disrupt business. Although we conduct a rigid revieeghl formalities and certifications beft
entering into contractual relationship with othesimesses such as third party game developersadbbids, we cannot be certain whether :
third party has or will infringe any third partidsgal rights or violate any regulatory requirenseie regularly identify irregularities or
noncompliance in the business practices of anygsantith whom we pursue existing or future coogeratind we cannot assure you that an
these irregularities will be corrected in a prorapt proper manner. The legal liabilities and refguaactions on our commercial partners may
affect our business activities and reputation antiin, our results of operations. For examplepatiog to PRC regulations, all lease
agreements are required to be registered withotted housing authorities. We presently lease ptaseat approximately 19 different locations
for daily operations and certain other propertewisng as dormitories and canteens in China, aedathdlords of some of these properties are
still completing the registration of their ownershights or the registration of our leases withitllevant authorities. Failure to complete these
required registrations may expose our landlordsdes and us to potential monetary fines. Someiofessors have not provided us with
appropriate title certificates, which may adversaffgct the validity of the leases if the lesscosdt have proper title. We cannot assure you
that such certificates or registration will be obéal in a timely manner or at all, and in caseadlfifes, we may be subject to monetary fines,
have to relocate our offices and suffer econonssés.

We allow providers of some online services, suchrdime education and financial services, to esghlithannels on our platform. The
online service providers and the producers of adrda our platform may be required to meet spedjfialifying standards, evidenced by
approvals, permits or certificates, and to compiyrwarious requirements when conducting busindsscannot predict if any noncompliance
on the part of such commercial partners may caatenpal liabilities to us and in turn disrupt ayperations.

Intensified government regulation of the internedustry in China could restrict our ability to matain or increase our user level or tk
level of user traffic to our YY platform.

The PRC government has, in recent years, intedgiéigulation on various aspects of the internetistny in China. For example, the
PRC government adopted more stringent policiesdnitor the online game industry due to adverseipubhction to perceived addiction to
online games, particularly in children and min@s. April 15, 2007, eight PRC government authorjtiesluding the GAPP, the Ministry of
Education, the Ministry of Public Security and M#T issued a notice requiring all Chinese onlirate operators to adopt an "anti-fatigue
system" in an effort to curb addiction to onlinerges by minors. To help game operators identify tigiame players are minors, online game
players in China are now required to register thames and identity card numbers before playingrdine game, which information was to be
submitted to and verified by the National Citizelertity Information Center, a subordinate publstitution of the Ministry of Public Security,
as of October 1, 2011. These restrictions could lbmr ability to increase our online game busir@s®ng minors. See "ltem 4. Information on
the Company—B. Business Overview—PRC Regulation—fatigue Compliance System and Real-name Regdistr&ystem." In order to
comply with these anti-fatigue rules, we set up system so that after three hours of playing olinerygames, minors only receive half of the
virtual items or other in-game benefits they woolderwise earn, and after playing for more thae fiours, receive no in-game benefits.
Failure to implement these restrictions, if detddig the relevant government agencies, may restittés and other penalties for us, including
the shutting down of our online game operationslasase revocation. Furthermore, if these restrst were expanded to apply to adult game
players in the future, our online game businessdche materially and adversely affected.
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In addition, on February 25, 2007, 14 PRC regujasmthorities jointly promulgated a circular tother strengthen the oversight of
internet cafes, one of the primary venues from Wwioiar platform is accessed. In recent years, & latgnber of unlicensed internet cafes have
been closed, and the PRC government has imposkdrhigpital and facility requirements for the ekshionent of internet cafes. Governmet
authorities may from time to time impose stricequirements on internet cafes, such as customdmaigand regulated hours of operation.
Since a substantial portion of our users accesglatform from internet cafes, any reduction in tlumnber, or slowdown in the growth, of
internet cafes in China, or any new regulatoryriet&dns on their operations, could limit our atyilto maintain or increase our revenues.

More stringent governmental regulations such asttes outlined above may discourage game players fitaying our games and
have a material effect on our business operations.

Risks Related to Doing Business in China
Uncertainties in the interpretation and enforcemeaf Chinese laws and regulations could limit thegl@ protections available to you and t

The PRC legal system is based on written statutégeor court decisions have limited value as pdemts. Each of our PRC
subsidiaries, Beijing Huanju Shidai, Guangzhou Hu&hidai and Zhuhai Huanju Shidai, is a foreigmeisted enterprise and is subject to laws
and regulations applicable to foreign-invested gmiges as well as various Chinese laws and ragokgenerally applicable to companies
incorporated in China. However, since these lavesragulations are relatively new and the PRC lsgalem continues to rapidly evolve, the
interpretations of many laws, regulations and ralesnot always uniform and enforcement of thesas laegulations and rules involves
uncertainties.

From time to time, we may have to resort to adniafsve and court proceedings to enforce our leigalts. However, since PRC
administrative and court authorities have signiftadiscretion in interpreting and implementing staty and contractual terms, it may be more
difficult to evaluate the outcome of administratased court proceedings and the level of legal ptae we enjoy than in more developed lega
systems. Furthermore, the PRC legal system is bagett on government policies and internal risssne of which are not published in a
timely manner or at all) that may have retroactffect. As a result, we may not be aware of outation of these policies and rules until some
time after the violation. Such uncertainties, imlihg uncertainty over the scope and effect of amnti@actual, property (including intellectual
property) and procedural rights, could materialigd adversely affect our business and impede olityaoi continue our operations.

Changes in China's economic, political or socialmditions or government policies could have a matéradverse effect on our business,
financial condition and results of operation:

Substantially all of our assets and almost allwf@ustomers are located in China. Accordingly, lmusiness, financial condition,
results of operations and prospects may be inflegma a significant degree by political, econonmid aocial conditions in China generally and
by continued economic growth in China as a whole.

The Chinese economy differs from the economiesadtrdeveloped countries in many respects, incluttiedevel of government
involvement, level of development, growth rate, tcoinof foreign exchange and allocation of resoar@dthough the Chinese government has
implemented measures emphasizing the utilizationarket forces for economic reform, the reductibstate ownership of productive assets,
and the establishment of improved corporate govexman business enterprises, a substantial pasfipmoductive assets in China is still owr
by the Chinese government. In addition, the Chigeseernment continues to play a significant rolegigulating industry development by
imposing industrial policies. The Chinese governtaso exercises significant control over the Ce@meconomic growth through allocating
resources, controlling payment of foreign curredeyrominated obligations, setting monetary poliey providing preferential treatment to
particular industries or companies.
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While the Chinese economy has experienced signifigeowth over the past decades, growth has beeveuan both geographically
and among various sectors of the economy. The Ghigevernment has implemented various measureetu@ge economic growth and
guide the allocation of resources. Some of thesesores benefit the overall Chinese economy, butatsyhave a negative effect on us. The
Chinese government has implemented certain measackgding interest rate increases, to controlghee of economic growth. These
measures may cause decreased economic activityirmGvhich could in turn reduce the demand formaducts and services and adversely
affect our business, financial condition and resaftoperations.

We may be adversely affected by the complexity eutainties and changes in PRC regulation of intertleusiness and companies.

The PRC government extensively regulates the iaténdustry, including foreign ownership of, ané titensing and permit
requirements pertaining to, companies in the irteimdustry. These internet-related laws and reiguia are relatively new and evolving, and
their interpretation and enforcement involve sigaifit uncertainty. As a result, in certain circuamses it may be difficult to determine what
actions or omissions may be deemed to be in vaslatof applicable laws and regulations. Issueks @d uncertainties relating to PRC
regulation of the internet business include, batrast limited to, the following:

« We only have contractual control over our platfofduangzhou Huaduo, our PRC consolidated affiliatgity, owns our platform du
to the restriction of foreign investment in busises providing value-added telecommunication sesvit€hina, including internet
content provision services. If Guangzhou Huaduadires its contractual arrangements with us andmgel remains under our
control, this may significantly disrupt our busisgsubject us to sanctions, compromise enforcéabflirelated contractual
arrangements, or have other harmful effects ol

» There are uncertainties relating to the reguladibtihe internet business in China, including evudviicensing practices and the
requirement for real-name registrations. Permiitenlses or operations at some of our subsidiand$”®C consolidated affiliated
entities levels may be subject to challenge, omag fail to obtain permits or licenses that maylbemed necessary for our operat
or we may not be able to obtain or renew certaimfis or licenses. See "—Risks Related to Our CateoStructure and Our
Industry—If our PRC consolidated affiliated entitifail to obtain and maintain the requisite licenaed approvals required under the
complex regulatory environment for internet-basaslifiesses in China, our business, financial cardéind results of operations may
be materially and adversely affected” and "lterinfbrmation on the Company—B. Business Overview—HRgulation." In
addition, although we currently have a reate registration system in place for our online@siin strict compliance with the relev
PRC regulations, we are currently not required BZRaw to ask users for their real name and petsofamation when they register
for a YY user account. We cannot assure you th& Rigulators would not require us to implement colsqry realname registratio
on our platform in the future. In late 2011, fomexple, the Beijing municipal government require@nobloggers in China to
implement real-name registration for all of theigistered users. If we were required to implemeakname registration on YY, we
may lose large numbers of registered user accdontsarious reasons, because users may no longataimemultiple accounts and
users who dislike giving out their private inforieat may cease to use our products and servicegeditter.

« The evolving PRC regulatory system for the inteindustry may lead to the establishment of new legguy agencies. For example
May 2011, the State Council announced the estabésih of a new department, the State Internet Inftion Office (with the
involvement of the State Council Information Office the SCIO, the MIIT and the Ministry of PubBecurity). The primary role of
this new agency is to facilitate the policy-makamd legislative development in this field to diraod coordinate with the relevant
departments in connection with online content adstiation and to deal with cross-ministry regulgtoratters in relation to the
internet industry. We are unable to determine vpladities this new agency or any new agencies tesbablished in the future may
have or how they may interpret existing laws, ratjahs and policies and how they may affect ustheur new laws, regulations or
policies may be promulgated or announced thatregllate internet activities, including online vadand online advertising
businesses. If these new laws, regulations oripsli@re promulgated, additional licenses may beired, for our operations. If our
operations do not comply with these new regulatifter they become effective, or if we fail to dbtany licenses required under
these new laws and regulations, we could be sutgjgmnalties
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On July 13, 2006, the MIIT issued the Notice of Bi@istry of Information Industry on Intensifyingpé Administration of Foreign
Investment in Value-added Telecommunications Sesvig his notice prohibits domestic telecommunicasiervice providers from leasing,
transferring or selling telecommunication busingssrating licenses to any foreign investor in amyr, or providing any resources, sites or
facilities to any foreign investor for their illelgaperation of a telecommunication business in @hikccording to this notice, either the holder
of a value-added telecommunication business operéitiense or its shareholders must be the registieolders of the domain names and
trademarks used by such license holders in thevigion of value-added telecommunication servidé® notice also requires each license
holder to have the necessary facilities, includiagvers, for its approved business operations@nthintain such facilities in the regions
covered by its license. Currently, all contractdwieélecommunication carriers and other serviceigeys to host the servers used in our
business were entered into by Guangzhou Huadud?R@r consolidated affiliated entity, and such agesments are in compliance with this
notice. Guangzhou Huaduo also owns the related tonanes and trademarks, and holds the ICP Liceesessary to conduct our operations
in China.

On June 3, 2010, the MOC promulgated the Provisiddministration Measures of Online Games, or thdifi2 Games Measures,
which became effective on August 1, 2010. The @Gn@@ames Measures provide that any entity engagingline game operation activities
shall obtain the Internet Culture Operation Liceasd must meet certain requirements such as miniregiatered capital. Online game
developers are generally involved in the purchdservers and bandwidth, the control and managenfegame data, the maintenance of gi
systems and certain other maintenance tasks inpmration of online games. The Guangzhou brantheoMOC has confirmed that such
outsourcing and cooperation activities are not ictamed conducting online game operation activitgl that online game developers do not
have to obtain the Internet Culture Operation Lseeim accordance with the Online Games Measureseiter, because of the limited time in
which these measures have been in effect, thergtiinencertainties on the MOC's interpretatiom amplementation of these measures. If the
MOC determines in the future that such qualificasior requirements apply to the online game deestofor their involvement in the online
game operations, we may have to terminate our tessharing arrangements with certain unqualifidthergame developers and may even b
subject to various penalties, which may negatiwalyact our results of operations and financial étoal

The interpretation and application of existing PRR®s, regulations and policies and possible nevsJargulations or policies relating
to the internet industry have created substantiebttainties regarding the legality of existing dniire foreign investments in, and the
businesses and activities of, internet business€dina, including our business. There are alda ttisat we may be found to violate the exis
or future laws and regulations given the uncenaamd complexity of China's regulation of interbesiness.

Content posted or displayed on our platform mayfband objectionable by PRC regulatory authoritieaé may subject us to penalties and
other severe consequences.

The PRC government has adopted regulations goygimniernet access and the distribution of inforavativer the internet. Under
these regulations, internet content providers atatmet publishers are prohibited from postingiepldying over the internet content that,
among other things, violates PRC laws and regulafiompairs the national dignity of China or thélwinterest, or is obscene, superstitious,
fraudulent or defamatory. Furthermore, internettennproviders are also prohibited from display@ogtent that may be deemed by relevant
government authorities as "socially destabilizingleaking "state secrets" of the PRC. Failureaimply with these requirements may result in
the revocation of licenses to provide internet eahtind other licenses, the closure of the condeptaforms and reputational harm. The
operator may also be held liable for such censmrfedmation displayed on or linked to their platforFor a detailed discussion, see "ltem 4.
Information on the Company—B. Business Overview—H®Rgulation."

We allow visitors to our portal websites to uplamdtten materials, images, pictures, and othereandn the forums on our websites,
and also allow users to share, link to and othenaicess audio, video, games and other contenttfiodnparties through our platform. For a
description of how content can be accessed orroudgih our real-time interactive social platformgdarhat measures we take to lessen the
likelihood that we will be held liable for the na¢uof such content, see "ltem 4. Information onGloenpany—B. Business Overview—
Technology," "ltem 4. Information on the Company—HRisiness Overview—Intellectual Property," and "-sli Related to Our Business—
We may be subject to intellectual property infringgnt claims or other allegations, which could resubur payment of substantial damages,
penalties and fines, removal of relevant contesrfour website or seeking license arrangementshwhiy not be available on commercially
reasonable terms."
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Since our inception, we have worked closely witllevant government authorities to monitor the contenour platform and to make
the utmost effort in complying with relevant lawsdaregulations. However, it may not be possiblddtermine in all cases the types of conten
that could result in our liability as an interngieoator, and if any of our internet content is dedry the PRC government to violate any
content restrictions, we would not be able to cargito display such content and could become sutggenalties, including confiscation of
income, fines, suspension of business and revacaficequired licenses, which could materially adersely affect our business, financial
condition and results of operations. We may alsseuigect to potential liability for any unlawfultians of our users or third party service
providers on our platform or for content we distitib that is deemed inappropriate. For example,ave previously been subject to a few
warnings and fines each of RMB40,000 or less feiritainappropriate content on our platform. Althbuge corrected these non-compliances
and undertook measures to prevent the recurrensecbfinstances, it may be difficult to determime type of content or actions that may re
in liability to us, and if we are found to be liablve may be prevented from operating our busimeSsina. Moreover, the costs of compliance
with these regulations may continue to increasa r@sult of more content being uploaded or mad#éadnla by an increasing number of users
and third party partners and developers, which athsersely affect our results of operations. AltHouge have adopted internal procedures to
monitor content uploaded to our website and to reraifending content once we become aware of atgnpial or alleged violation, we may
not be able to identify all the content that maylate relevant laws and regulations or third partgllectual property rights and even if we
manage to identify and remove offending contentyves still be held liable for such third-party cent. Users may upload content or images
containing copyright violations and other illegahtent and we may be subject to claims or becom@vad in litigation proceedings. As a
result, our reputation, business and results ofatjp;ms may be materially and adversely affected.

Advertisements shown on our platform may subjecttagenalties and other administrative actior

Under PRC advertising laws and regulations, weohligated to monitor the advertising content shamrour platform to ensure that
such content is true and accurate and in full ccanpk with applicable laws and regulations. In &ddj where a special government review is
required for specific types of advertisements pigointernet posting, such as advertisements nglat pharmaceuticals, medical instruments,
agrochemicals and veterinary pharmaceuticals, e®hbligated to confirm that such review has beefopmed and approval has been obtai
Violation of these laws and regulations may subjecto penalties, including fines, confiscatioroaf advertising income, orders to cease
dissemination of the advertisements and ordersitligh an announcement correcting the misleadifagrimation. In circumstances involving
serious violations by us, PRC governmental auttesrihay force us to terminate our advertising dieara or revoke our licenses.

While we have made significant efforts to ensued the advertisements shown on our platform afalicompliance with applicable
PRC laws and regulations, we cannot assure youwathiéie content contained in such advertisementdfers is true and accurate as require
the advertising laws and regulations, especialggithe uncertainty in the interpretation of the&C laws and regulations. If we are found to
be in violation of applicable PRC advertising laavel regulations, we may be subject to penaltiesoandeputation may be harmed, which 1
have a material adverse effect on our businesaial condition, results of operations and protpec

Under the PRC enterprise income tax law, we mayclassified as a PRC "resident enterprise,” whichwd result in unfavorable tax
consequences to us and our shareholders and haweaterial adverse effect on our results of operatsoand the value of your investment.

Under the PRC enterprise income tax law that beczffeetive on January 1, 2008, an enterprise dstadul outside the PRC with "de
facto management bodies" within the PRC is consitler'resident enterprise” for PRC enterprise irectat purposes and is generally subject
to a uniform 25% enterprise income tax rate omvitsldwide income. On April 22, 2009, the State Adisiration of Taxation, or the SAT,
issued the Notice Regarding the Determination ah&e-Controlled Overseas Incorporated Enterpasé3RC Tax Resident Enterprise on the
Basis of De Facto Management Bodies, or SAT Circ8®a which provides certain specific criteria fatermining whether the "de facto
management body" of a PRC-controlled enterpriseishacorporated offshore is located in China.tker to SAT Circular 82, on August 3,
2011, the SAT issued the Administrative MeasureSriérprise Income Tax of Chinese-Controlled Offshiacorporated Resident Enterprises
(Trial), or SAT Bulletin 45, to provide more guidanon the implementation of SAT Circular 82; thdldiin became effective on September 1,
2011. SAT Bulletin 45 clarified certain issuesiie areas of resident status determination, postidétation administration and competent tax
authorities.
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According to SAT Circular 82, an offshore incorpeaenterprise controlled by a PRC enterprisePRE enterprise group will be
considered as a PRC tax resident enterprise hyevirt having its "de facto management body" in @kind will be subject to PRC enterprise
income tax on its worldwide income only if all ¢fet following conditions are met: (a) the senior aggament and core management
departments in charge of its daily operations fismchave their presence mainly in the PRC; (bfiitancial and human resources decisions ar
subject to determination or approval by personisaglies in the PRC; (c) its major assets, accouritoaks, company seals, and minutes and
files of its board and shareholders' meetingsaratéd or kept in the PRC; and (d) more than Hati@enterprise's directors or senior
management with voting rights habitually residéh@ PRC. SAT Bulletin 45 further clarifies the =it status determination, post-
determination administration, as well as compet@aguthorities. It also specifies that when prediavith a copy of Chinese tax resident
determination certificate from a resident Chinesetimlled offshore incorporated enterprise, thegpahould not withhold 10% income tax
when paying the Chinese-sourced dividends, interegalties, etc. to the Chinese controlled offghimicorporated enterprise.

Although SAT Circular 82 and SAT Bulletin 45 onlgly to offshore incorporated enterprises contobllg PRC enterprises or PRC
enterprise group instead of those controlled by RRI&iduals or foreigners, the determination ciéeset forth therein may reflect SAT's
general position on how the term "de facto managefedy" could be applied in determining the tasident status of offshore enterprises,
regardless of whether they are controlled by PR€rprises, individuals or foreigners.

We do not meet all of the conditions above; themfare believe that we should not be treated assadent enterprise" for PRC tax
purposes even if the standards for "de facto managebody" prescribed in the SAT Circular 82 arpli@able to us. For example, our minu
and files of the resolutions of our board of dioestand the resolutions of our shareholders araetaiaed outside the PRC. In addition, we are
not aware of any offshore holding companies wittogorate structure similar to ours ever havinghbdeemed to be a PRC "resident
enterprise" by the PRC tax authorities.

However, it is possible that the PRC tax authaitieay take a different view. If the PRC tax auttiesidetermine that our Cayman
Islands holding company is a PRC resident enterfioisPRC enterprise income tax purposes, thenvodd-wide income could be subject to
PRC tax at a rate of 25%, which could materialjuee our net income. In addition, we will also bbject to PRC enterprise income tax
reporting obligations.

Although dividends paid by one PRC tax residerartother PRC tax resident should qualify as "taxxgtancome" under the
enterprise income tax law, we cannot assure ydudilimlends by our PRC subsidiaries to our Caynsdanids holding company will not be
subject to a 10% withholding tax, as the PRC fareigchange control authorities, which enforce titalwolding tax on dividends, and the P
tax authorities have not yet issued guidance vefipect to the processing of outbound remittancestities that are treated as resident
enterprises for PRC enterprise income tax purposes.

Foreign ADS holders may also be subject to PRChaiitting tax on dividends payable by us and gaiazed on the sale or other
disposition of ADSs or common shares, if such ineasnsourced from within the PRC. Although our lddcompany is incorporated in the
Cayman Islands, it remains unclear whether dividemdeived and gains realized by our foreign ADigdrs will be regarded as income from
sources within the PRC if we are classified as & Pésident enterprise. Any such tax will reduceréttarns on your investment in our ADSs.
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Finally, we face uncertainties on the reporting aodsequences on private equity financing transastiprivate share transfers and
share exchange involving the transfer of sharesiircompany by non-resident investors. AccordintheoNotice on Strengthening
Administration of Enterprise Income Tax for Shararisfers by Non-PRC Resident Enterprises issudgldebPRC State Administration of
Taxation on December 10, 2009, with retroactiveaffrom January 1, 2008, or SAT Circular 698, ti@Notice on Several Issues
Concerning Enterprise Income Tax for Indirect Shemansfer by Non-PRC Resident Enterprises, issyatdddPRC State Administration of
Taxation on February 3, 2015, or SAT Circular 7 iadirect transfer” of assets of a PRC residemegmise, including equity interests in a
PRC resident enterprise, by non-PRC resident efgegomay be re-characterized and treated as @ thia@sfer of PRC taxable properties, if
such transaction arrangement lacks reasonable caniaingurpose and was established for the purpbssdoicing, avoiding or deferring PRC
enterprise income tax. As a result, gains derivechfsuch indirect transfer may be subject to PR€rprise income tax, and tax filing or
withholding obligations may be triggered, dependimgthe nature of the PRC taxable properties beargsferred. According to SAT Circular
7, “PRC taxable properties” include assets of a RB@blishment or place of business, real progertithe PRC, and equity investments in
PRC resident enterprises, in respect of which gaams their transfer by a direct holder, being a#RRC resident enterprise, would be subject
to PRC enterprise income taxes. When determinitigeife is a "reasonable commercial purpose” ofrdresaction arrangement, features to be
taken into consideration include: whether the nvailue of the equity interest of the relevant ofighenterprise derives from PRC taxable
properties; whether the assets of the relevanhofésenterprise mainly consists of direct or incliiavestment in China or if its income mainly
derives from China; whether the offshore enterpaise its subsidiaries directly or indirectly holdiRRC taxable properties have real
commercial nature which is evidenced by their ddwaction and risk exposure; the duration of extigte of the business model and
organizational structure; the replicability of tin@nsaction by direct transfer of PRC taxable prigg and the tax situation of such indirect
transfer and applicable tax treaties or similaaagements. In respect of an indirect offshore fearaf assets of a PRC establishment or place
of business of a foreign enterprise, the resulgiaig is to be included with the annual enterprilsegf of the PRC establishment or place of
business being transferred, and would consequbatiubject to PRC enterprise income tax at a ff28%. Where the underlying transfer
relates to PRC real properties or to equity investisiin a PRC resident enterprise, which is naeteelto a PRC establishment or place of
business of a non-resident enterprise, a PRC eigelipcome tax at 10% would apply, subject to lakdé preferential tax treatment under
applicable tax treaties or similar arrangementd,the party who is obligated to make the transésmpents has the withholding obligation.
Where the payor fails to withhold any or suffici¢éa, the transferor shall declare and pay suchadite competent tax authority by itself
within the statutory time limit. Late payment ofpdipable tax will subject the transferor to defanterest. Currently, neither SAT Circular 698
nor SAT Circular 7 applies to the sale of sharefmigstors through a public stock exchange whech shares were acquired from a
transaction through a public stock exchange.

We cannot assure you that the PRC tax authoritikset, at their discretion, adjust any capitalrgaand impose tax return filing and
withholding or tax payment obligations on the tfensrs and transferees, while our PRC subsidianiag be requested to assist in the filing.
Any PRC tax imposed on a transfer of our sharesgradjustment of such gains would cause us ta mdditional costs and may have a
negative impact on the value of your investmerduncompany.

If our preferential tax treatments are revoked oebome unavailable or if the calculation of our tdiability is successfully challenged by tt
PRC tax authorities, we may be required to pay tasterest and penalties in excess of our tax praerss, and our financial condition anc
results of operations could be materially and adsely affected.

The Chinese government has provided various taniinges to our subsidiaries in China. These inwestinclude reduced enterprise
income tax rates. For example, under the PRC Ergerncome Tax Law, or the EIT Law, which becarffeative on January 1, 2008, the
statutory enterprise income tax rate is 25%. HoweSaangzhou Huaduo, our PRC consolidated affdiaetity in the PRC, was recognized as
a high and new technology enterprise, or HNTE, f&eptember 26, 2010 and, subject to the apprdvah @annual review by competent tax
authorities in Guangdong, would be entitled to grgqreferential enterprise income tax rate of I6f4wo years, from 2011 through 2012.
Guangzhou Huaduo recorded losses in 2010 and h&aenefited from such preferential tax rate. GuaegzHuaduo has applied for and
obtained the preferential tax treatment with GuawogzState Tax Bureau, but the high and new teclyyadoterprise qualification was only
effective until September 26, 2013.

In 2013, Guangzhou Huaduo applied to renew itsificeation as a high and new technology enterpfides review process has been
completed and Guangdong Department of Science aadnblogy has announced that Guangzhou Huaduaoestto qualify as an HNTE.
Therefore, Guangzhou Huaduo enjoyed the prefetdakiaate of 15% in place of the statutory entisgincome tax rate of 25% in 2013 and
2014, and will be entitled to enjoy such preferartix rate in 2015. In addition, Guangzhou Hu&tjidai has been recognized as a software
enterprise since 2013, and is therefore entitlealtt@o-year exemption from enterprise income tdboweed by three years at 50% of the
standard enterprise income tax rate starting frOi2the first profit-making year. However, if edthGuangzhou Huaduo or Guangzhou
Huanju Shidai fails to maintain its qualificatioor foreferential tax treatments, its applicable grtee income tax rate may increase to 25%,
which could materially and adversely affect ouafigial condition and results of operations.
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China’s M&A Rules and certain other PRC regulatiorestablish complex procedures for certain acquisits of Chinese companies by
foreign investors, which could make it more diffittufor us to pursue growth through acquisitions i@hina.

Six PRC regulatory agencies promulgated regulatdfextive on September 8, 2006, subsequently aeteridat are commonly
referred to as the M&A Rules. See "Iltem 4. Inforimaton the Company—B. Business Overview—PRC RegulatNew M&A Regulations
and Overseas Listings." The M&A Rules establistcpdures and requirements that could make somesitigis of Chinese companies by
foreign investors more timesnsuming and complex, including requirements meadnstances that the MOFCOM be notified in advarfcy
change-of-control transaction in which a foreigwnestor takes control of a Chinese domestic entapi a foreign company with substantial
PRC operations, if certain thresholds under theiBians on Thresholds for Prior Notification of Gemtrations of Undertakings, issued by the
State Council on August 3, 2008, are triggered.édwuer, the Anti-Monopoly Law promulgated by therSiag Committee of the National
People's Congress on August 30, 2007 which bec#iertiee on August 1, 2008 requires that transastiwhich are deemed concentrations
and involve parties with specified turnover thrddbdfor example, during the previous fiscal yéBrthe total global turnover of all operators
participating in the transaction exceeds RMB10dnll(US$1.6 billion) and at least two of these @pers each had a turnover of more than
RMB400 million (US$64.5 million) within China, oiiY the total turnover within China of all the opgors participating in the concentration
exceeded RMB2 hillion (US$0.3 billion) and at lesd of these operators each had a turnover of tiare RMB400 million
(US$64.5 million) within China) must be clearedtbg MOFCOM before they can be completed. In addittm February 3, 2011, the General
Office of the State Council promulgated a NoticeEmtablishing the Security Review System for Mesgard Acquisitions of Domestic
Enterprises by Foreign Investors, or the Circular 6] which officially established a security revieystem for mergers and acquisitions of
domestic enterprises by foreign investors. Undecular No. 6, a security review is required for gers and acquisitions by foreign investors
having "national defense and security" concernsmaedyers and acquisitions by which foreign investoay acquire the "de facto control" of
domestic enterprises with "national security" conse

In the future, we may grow our business by acqgidgomplementary businesses. Complying with theirements of the above-
mentioned regulations and other relevant rule®toptete such transactions could be time consunaingd.any required approval processes,
including obtaining approval from the MOFCOM or libgal counterparts, may delay or inhibit our d@bito complete such transactions. It is
unclear whether our business would be deemed ito & industry that raises "national defense adritg" or "national security” concerns.
However, MOFCOM or other government agencies mdyigiu explanations in the future determining that lousiness is in an industry sub
to the security review, in which case our futurguasitions in the PRC, including those by way affeeimg into contractual control arrangeme
with target entities, may be closely scrutinizegharhibited. Our ability to expand our businessnaintain or expand our market share througk
future acquisitions would as such be materially addersely affected.

PRC regulations relating to offshore investment adties by PRC residents may limit our PRC subsiiks' ability to increase thei
registered capital or distribute profits to us otteerwise expose us to liability and penalties und®RC law.

The PRC State Administration of Foreign Exchange&SAFE, has promulgated regulations, includingNio¢ice on Relevant Issues
Relating to Domestic Residents' Investment andrf€iimg and Round-Trip Investment through SpeciapBsie Vehicles, or SAFE Circular No.
37, effective on July 4, 2014, and its appendikes, require PRC residents, including PRC instingiand individuals, to register with local
branches of SAFE in connection with their dire¢lbBshment or indirect control of an offshore gntfor the purpose of overseas investment
and financing, with such PRC residents' legally esvassets or equity interests in domestic entexpus offshore assets or interests, referred
in SAFE Circular No. 37 as a "special purpose MeliSAFE Circular No. 37 further requires amendtrterthe registration in the event of &
significant changes with respect to the speciabpse vehicle, such as increase or decrease oékapittributed by PRC individuals, share
transfer or exchange, merger, division or otheremiatevent. In the event that a PRC shareholdklifipinterests in a special purpose vehicle
fails to fulfill the required SAFE registration,&iPRC subsidiaries of that special purpose vehielg be prohibited from making profit
distributions to the offshore parent and from ciagyout subsequent cross-border foreign exchaniatess, and the special purpose vehicle
may be restricted in their ability to contributedétbnal capital into its PRC subsidiary. Furthiailure to comply with the various SAFE
registration requirements described above couldtrasliability under PRC law for foreign exchangeasion, including (i) the requirement by
SAFE to return the foreign exchange remitted oweesseithin a period specified by SAFE, with a firffaup to 30% of the total amount of
foreign exchange remitted overseas and deemed/&ohbeen evasive and (ii) in circumstances invohdagous violations, a fine of no less tl
30% of and up to the total amount of remitted fgneéxchange deemed evasive. Furthermore, the geirsamarge and other persons at our
PRC subsidiaries who are held directly liable far violations may be subject to criminal sanctions.
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Our PRC resident shareholders, Messrs. David XgélinTony Bin Zhao, Jin Cao and Jun Lei, had regied with the local SAFE
branch in relation to our existing private placetferancings by the end of 2011 as required bySAEE regulations, and had subsequently
filed amendments to update their registrationeotifhg shareholding changes in our company reguftom our initial public offering in Marc
2015. Since SAFE Circular No. 37 was recently idstigere remains uncertainty with respect to itsrjgretation and implementation, and we
cannot predict how such SAFE regulations will afffieer business operations. For example, our presehprospective PRC subsidiaries'
ability to conduct foreign exchange activities, Is@as the remittance of dividends and foreign cuiyetenominated borrowings, may be sub
to compliance with the SAFE regulations by our PRe§ldent shareholders. In addition, in some casesnay have little control over either
present or prospective direct or indirect PRC msicdhareholders or the outcome of such registrgtiocedures. A failure by our current or
future PRC resident shareholders to comply withSAEE regulations, including but not limited to ahglay in subsequent filings, could
subject us to fines or other legal sanctions, itgiur cross-border investment activities, limir gubsidiary's ability to make distributions or
pay dividends or affect our ownership structureiclitould adversely affect our business and prdspec

On February 15, 2012, SAFE promulgated the Notictelssues Concerning the Foreign Exchange Admatistr for Domestic
Individuals Participating in Stock Incentive PlafOverseas Publicly-Listed Companies, or the St@pkion Rules, which replaced the
Application Procedures of Foreign Exchange Admiatin for Domestic Individuals Participating in Bloyee Stock Ownership Plans or
Stock Option Plans of Overseas Publicly-Listed Canigs issued by SAFE on March 28, 2007. Under thekSOption Rules and other
relevant rules and regulations, PRC residents valnticipate in stock incentive plan in an overseasliply-listed company are required to
register with SAFE or its local branches and conepbertain other procedures. Participants of akstumentive plan who are PRC residents
must retain a qualified PRC agent, which could BR& subsidiary of such overseas publicly listethgany or another qualified institution
selected by such PRC subsidiary, to conduct theES#&Bistration and other procedures with respetitéctock incentive plan on behalf of its
participants. Such participants must also retainvarseas entrusted institution to handle matteconnection with their exercise of stock
options, the purchase and sale of correspondimf(sior interests and fund transfers. In additiba,RRC agent is required to amend the SAFE
registration with respect to the stock incentivenpif there is any material change to the stockintige plan, the PRC agent or the overseas
entrusted institution or other material changes.an our PRC employees who have been granted spiths, restricted shares and restricte
share units are subject to these regulations, engdraparing to complete such SAFE registratioagufe of our PRC stock option holders,
restricted shareholders or restricted share upitehs to complete their SAFE registrations mayjexttthese PRC residents to fines and legal
sanctions and may also limit our ability to contitidb additional capital into our PRC subsidiariesjted our PRC subsidiaries' ability to
distribute dividends to us, or otherwise materialfy adversely affect our business.

PRC regulation of direct investment and loans byatfore holding companies to PRC entities may deteyjimit us from using the proceed
of our initial public offering to make additional apital contributions or loans to our PRC subsidias.

We are an offshore holding company conducting garations in China through our PRC subsidiaries\anible interest entities.
We may make loans to our PRC subsidiaries andhblariaterest entities, or we may make additionaiteh contributions to our PRC
subsidiaries.

Any capital contributions or loans that we, as #almre entity, make to our PRC subsidiaries, idirlg from the proceeds of our
initial public offering, are subject to PRC regigais. For example, none of our loans to a PRC didrgi can exceed the difference between its
total amount of investment and its registered eappproved under relevant PRC laws, and the loarst be registered with the local brancl
SAFE. Our capital contributions to our PRC subsideamust be approved by the MOFCOM or its locairderpart.

In August 2008, SAFE issued the Circular on thesRaht Operating Issues Concerning the ImprovemfaiieocAdministration of the
Payment and Settlement of Foreign Currency Cagpitkbreign-Invested Enterprises, or SAFE Circuk2,lregulating the conversion by a
foreign-invested enterprise of foreign currencyistged capital into RMB by restricting how the gerted RMB may be used. In addition,
SAFE promulgated Circular 45 on November 9, 201drier to clarify the application of SAFE Circulb42. Under SAFE Circular 142 and
Circular 45, the RMB capital converted from foreigrrency registered capital of a foreign-investaterprise may only be used for purposes
within the business scope approved by the appkcgblernment authority and may not be used fortgdguiestments within the PRC. In
addition, SAFE strengthened its oversight of tkafand use of the RMB capital converted from fonetgrrency registered capital of foreign-
invested enterprises. The use of such RMB capitgl not be changed without SAFE's approval, and RMB capital may not in any case be
used to repay RMB loans if the proceeds of suchddeve not been used.
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Since SAFE Circular 142 has been in place for niwaa five years, in 2014, SAFE decided to furtlefomm the foreign exchange
administration system in order to satisfy and fad# the business and capital operations of forgigested enterprises, and issued the Circule
on the Relevant Issues Concerning the Launch adrRefig Trial of the Administration Model of the Hetent of Foreign Currency Capital of
Foreign-Invested Enterprises in Certain Areas dyn4u2014, or SAFE Circular 36. SAFE Circular 3&pends the application of SAFE
Circular 142 in certain areas and allows a foréigrested enterprise registered in such areas tthesBMB capital converted from foreign
currency registered capital for equity investmenitbin the PRC, which will be regarded as the restment of foreign-invested enterprise. On
March 30, 2015, SAFE issued the Circular on theoReiing of the Management Method of the Settleméiooeign Currency Capital of
Foreign-Invested Enterprises, or SAFE CircularviBich is scheduled to take effect on June 1, 20hsler SAFE Circular 19, a foreign-
invested enterprise may also choose to convemtgfistered capital from foreign currency to RMBaodiscretionary basis, and the RMB caf
so converted can be used for equity investmentsmiRRC, which will be regarded as the reinvestnoéfivreign-invested enterprise. After
Circular 19 takes effect, Circular 142 and Circiémwill be abolished.

In light of the various requirements imposed by RB@ulations on loans to and direct investmentRCRntities by offshore holding
companies, we cannot assure you that we will be tabtomplete the necessary registration or obiteimecessary approval on a timely basis,
or at all. If we fail to complete the necessaryistrgtion or obtain the necessary approval, ouitalbd make loans or equity contributions to
PRC subsidiaries may be negatively affected, whatlid adversely affect our PRC subsidiaries' liguidnd their ability to fund their working
capital and expansion projects and meet their atiigs and commitments.

Our PRC subsidiaries and PRC consolidated affilidtentities are subject to restrictions on payingidiends or making other payments to
us, which may restrict our ability to satisfy ouiguidity requirements.

We are a holding company incorporated in the Caylslands. We rely on dividends from our PRC sulasids as well as consulting
and other fees paid to us by our PRC consoliddféated entities for our cash and financing raganents, such as the funds necessary to pa
dividends and other cash distributions to our dialders, including holders of our ADSs, and serang debt we may incur. Current PRC
regulations permit our PRC subsidiaries to payd#imids to us only out of their accumulated afterpanfits upon satisfaction of relevant
statutory condition and procedures, if any, deteadiin accordance with Chinese accounting standardsegulations. In addition, each of our
PRC subsidiaries is required to set aside at %t of its accumulated profits each year, if anyfund certain reserve funds until the total
amount set aside reaches 50% of its registeretibtafys of December 31, 2014, appropriations ttusbay reserves amounting to
RMB56.5 million were made by three of our PRC cdidsded affiliated entities. These reserves aredigitibutable as cash dividends.
Furthermore, if our PRC subsidiaries and PRC caaesteld affiliated entities incur debt on their obehalf in the future, the instruments
governing the debt may restrict their ability toymividends or make other payments to us, which reatrict our ability to satisfy our liquidity
requirements.

In addition, the EIT Law, and its implementatiotesiprovide that withholding tax rate of 10% wid#l Bpplicable to dividends payable
by Chinese companies to non-PRC-resident entespuisiess otherwise exempted or reduced accorditrgdties or arrangements between the
PRC central government and governments of othemtdes or regions where the non-PRC-resident enigerpare incorporated.

Fluctuations in exchange rates could have a matéréverse effect on our results of operations aie tvalue of your investment.

The value of the Renminbi against the U.S. doltat ather currencies is affected by, among othegthichanges in China's political
and economic conditions and China's foreign excbagudicies. The conversion of Renminbi into fore@nmrencies, including U.S. dollars, is
based on rates set by the People's Bank of ChmaPRC government allowed the Renminbi to apprecmire than 20% against the U.S.
dollar between July 2005 and July 2008. Betweey 2008 and June 2010, this appreciation haltedlaméxchange rate between the Renn
and the U.S. dollar remained within a narrow baidce June 2010, the PRC government has allowele¢hainbi to appreciate slowly
against the U.S. dollar again, though there haea Iperiods when the U.S. dollar has appreciatethsighe Renminbi as well. It is difficult to
predict how market forces or PRC or U.S. governnpetfity may impact the exchange rate between thariRebi and the U.S. dollar in the
future.
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There remains significant international pressur¢henChinese government to adopt a flexible cugrgraticy to allow the Renminbi-
appreciate against the U.S. dollar. Significanaheation of the Renminbi may have a material adveffect on your investment. Substantially
all of our revenues and costs are denominated imriR®i. Any significant revaluation of Renminbi meaterially and adversely affect our
revenues, earnings and financial position, and/#thge of, and any dividends payable on, our ADS4.8. dollars. To the extent that we need
to convert U.S. dollars into RMB for capital expénces and working capital and other business meppappreciation of the RMB against the
U.S. dollar would have an adverse effect on the Riviibunt we would receive from the conversion. Cosely, a significant depreciation of
the Renminbi against the U.S. dollar may signiftsareduce the U.S. dollar equivalent of our eagsinwhich in turn could adversely affect the
price of our ADSs, and if we decide to convert RMB U.S. dollars for the purpose of making payrmsdat dividends on our common shares
or ADSs, strategic acquisitions or investmentstbeobusiness purposes, appreciation of the U l&ardmainst the RMB would have a
negative effect on the U.S. dollar amount availables.

Very limited hedging options are available in Chinaeduce our exposure to exchange rate fluctugtibo date, we have not entered
into any hedging transactions in an effort to redoar exposure to foreign currency exchange rigkil&\ive may decide to enter into hedging
transactions in the future, the availability anfbefiveness of these hedges may be limited and ayermat be able to adequately hedge our
exposure or at all. In addition, our currency exgelosses may be magnified by PRC exchange caegulations that restrict our ability to
convert Renminbi into foreign currency. As a resillictuations in exchange rates may have a mgslizerse effect on your investment.

Governmental control of currency conversion may linour ability to utilize our revenues effectivebnd affect the value of your investment.

The PRC government imposes control on the convigstibf the Renminbi into foreign currencies ail certain cases, the remittance
of currency out of China. We receive substantiallyof our revenues in Renminbi. Under existing Pia@ign exchange regulations, payment:
of current account items, including profit distrilains, interest payments and trade and servic¢edefareign exchange transactions, can be
made in foreign currencies without prior SAFE apaildy complying with certain procedural requirenge herefore, our PRC subsidiaries
are able to pay dividends in foreign currencieggavithout prior approval from SAFE. However, ap@iofrom or registration with appropriate
government authorities is required where Renmisbbibe converted into foreign currency and remhittet of China to pay capital expenses
such as the repayment of loans denominated ingior&irrencies. The PRC government may also atstsetion restrict access to foreign
currencies for current account transactions irfihgre. If the foreign exchange control system préas us from obtaining sufficient foreign
currencies to satisfy our foreign currency demangsmay not be able to pay dividends in foreigrrenies to our shareholders, including
holders of our ADSs.

Recently enacted regulations in the PRC may makedre difficult for us to pursue growth through acisitions, adversely affecting ot
plans to expand our business or maintain our marlgtare.

Among other things, the M&A Rules established adddl procedures and requirements that could makgen and acquisition
activities by foreign investors more time-consumamgl complex. Such regulation requires, among dttiegs, that the MOFCOM be notified
in advance of any change-of-control transactiowtiich a foreign investor takes control of a PRC dstit enterprise or a foreign company
with substantial PRC operations, if certain thrédsander the Provisions on Thresholds for Priotifidation of Concentrations of
Undertakings, issued by the State Council on Augu008, are triggered.

We may grow our business in part by directly adggicomplementary businesses in China. Complyirth thie requirements of these
regulations to complete such transactions coultinbe-consuming, and any required approval procegsesiding obtaining approval from the
MOFCOM, may delay or inhibit our ability to compdesuch transactions, which could affect our abititgxpand our business or maintain our
market share.

If the custodians or authorized users of controlmor-tangible assets of our company, including our comate chops and seals, fail to
fulfill their responsibilities, or misappropriate omisuse these assets, our business and operationgd be materially and adversely affecte

Under PRC law, legal documents for corporate tretitsas, including contracts such as revenue-shaximgracts with online game

developers which are important to our businessegeeuted using the chops or seal of the signitityear with the signature of a legal
representative whose designation is registeredikdwith the relevant branch of the Administratiof Industry and Commerce.
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Although we usually utilize chops to enter into trants, the designated legal representatives &f ebour PRC subsidiaries and
consolidated affiliated entities have the appaaenibority to enter into contracts on behalf of seanlities without chops and bind such entities.
All designated legal representatives of our PRGislidries and consolidated affiliated entities members of our senior management team
who have signed employment agreements with usioPB( subsidiaries and consolidated affiliatedtistiunder which they agree to abide
various duties they owe to us. In order to maintaephysical security of our chops and chops ofRRIC entities, we generally store these
items in secured locations accessible only by thkaized personnel in the legal or finance depeantnof each of our subsidiaries and
consolidated affiliated entities. Although we monisuch authorized personnel, there is no assusradeprocedures will prevent all instances
of abuse or negligence. Accordingly, if any of authorized personnel misuse or misappropriate ogorocate chops or seals, we could
encounter difficulties in maintaining control ovle relevant entities and experience significasiugition to our operations. If a designated
legal representative obtains control of the chopani effort to obtain control over any of our PRM®sdiaries or consolidated affiliated entities,
we or our PRC subsidiary and consolidated affitlatatity would need to pass a new shareholder ard@solution to designate a new legal
representative and we would need to take legadmtti seek the return of the chops, apply for neaps with the relevant authorities, or
otherwise seek legal redress for the violatiorefrepresentative's fiduciary duties to us, whishia involve significant time and resources
divert management attention away from our reguleiriess. In addition, the affected entity may reoaible to recover corporate assets that ar
sold or transferred out of our control in the eveinsuch a misappropriation if a transferee refieshe apparent authority of the representative
and acts in good faith.

Our auditor, like other independent registered pidhaccounting firms operating in China, is not peiitted to be subject to inspection by
Public Company Accounting Oversight Board, and agch, investors may be deprived of the benefitsudhsinspection.

The independent registered public accounting fiat tssues the audit reports included in this ahreyeort, as an auditor of compar
that are traded publicly in the United States afidaregistered with PCAOB, is required by the taef the United States to undergo regular
inspections by PCAOB to assess its compliance tiigHaws of the United States and professionadstats. Because our auditor is located in
China, a jurisdiction where PCAOB is currently uleato conduct inspections without the approvahef PRC authorities, our auditor, like
other independent registered public accountingdiaperating in China, is currently not inspectedPiBAOB. On May 24, 2013, PCAOB
announced that it had entered into a Memorandubnderstanding on Enforcement Cooperation with thin& Securities Regulatory
Commission, or the CSRC, and the Ministry of Firmndich establishes a cooperative framework betwleeparties for the production and
exchange of audit documents relevant to investigatin the United States and China. PCAOB contitoid® in discussions with the CSRC
and the Ministry of Finance to permit joint insgens in the PRC of audit firms that are registaséth PCAOB and audit Chinese companies
that trade on U.S. exchanges.

Inspections of other firms that PCAOB has conduct@dide of China have identified deficiencieshinge firms' audit procedures and
quality control procedures, and such deficienciey e addressed as part of the inspection procésgptove future audit quality.

The inability of PCAOB to conduct inspections ofl@pendent registered public accounting firms opegah China makes it more
difficult to evaluate the effectiveness of our dads audit procedures or quality control proceduamnd to the extent that such inspections r
have facilitated improvements in our auditor's apddcedures and quality control procedures, iroregnay be deprived of such benefits.

Additional remedial measures could be imposed ortaie PRC-based accounting firms, including our independergistered public
accounting firm, in administrative proceedings ingited by the SEC, as a result of which our finatistatements may be determined to not
be in compliance with the requirements of the Exalge Act, if at all.

In December 2012, the SEC brought administratiee@edings against the PRC-based affiliates of thd-Bur accounting firms,
including our independent registered public acciogrfirm, alleging that they had violated U.S. séties laws by failing to provide audit work
papers and other documents related to certain BiR@-based companies under investigation by the SiBQanuary 22, 2014, an initial
administrative law decision was issued, censurimysuspending these accounting firms from pradibiefore the SEC for a period of six
months. The decision was neither final nor legaffective until reviewed and approved by the SE@ an February 12, 2014, the PRC-basec
accounting firms appealed to the SEC against #isstbn. In February 2015, each of the four PRGbascounting firms agreed to a censure
and to pay a fine to the SEC to settle the dispatkavoid suspension of their ability to practiegobe the SEC. The settlement requires the
firms to follow detailed procedures to seek to jaevhe SEC with access to such firms' audit docusngia the CSRC. If the firms do not
follow these procedures or if there is a failurehia process between the SEC and the CSRC, the@HE€impose penalties such as
suspensions, or it could restart the administraiheeeedings.
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In the event that the SEC restarts the administrgtioceedings, depending upon the final outcoisted companies in the United
States with major PRC operations may find it difficor impossible to retain auditors in respecthair operations in the PRC, which could
result in financial statements being determineddbbe in compliance with the requirements of tkelange Act, including possible delisting.
Moreover, any negative news about the proceediggmst these audit firms may cause investor uniogyteegarding PRC-based, United
States-listed companies and the market price oA@8s may be adversely affected.

If our independent registered public accountingfivere denied, even temporarily, the ability tocgiee before the SEC and we were
unable to timely find another registered publicaoting firm to audit and issue an opinion on aoamcial statements, our financial statem
could be determined not to be in compliance withréquirements of the Exchange Act. Such a detatioimcould ultimately lead to the
delisting of our ordinary shares from the Nasdagb@l Market or deregistration from the SEC, or bethich would substantially reduce or
effectively terminate the trading of our ADSs i tbnited States.

Substantial uncertainties exist with respect to teeactment timetable, interpretation and implemetitm of the draft PRC Foreigr
Investment Law and how it may impact the viabilw§ our current corporate structure, corporate goveance and business operatior

The MOFCOM published a discussion draft of the psgal Foreign Investment Law in January 2015 airfongpon its enactment,
replace the trio of existing laws regulating foreigvestment in China, namelyye Sino-foreign Equity Joint Venture Enterprisem,.¢he Sino-
foreign Cooperative Joint Venture Enterprise Landthe Wholly Foreign-invested Enterprise Lategether with their implementation rules
and ancillary regulations. The draft Foreign Inwastt Law embodies an expected PRC regulatory tienationalize its foreign investment
regulatory regime in line with prevailing interratal practice and the legislative efforts to urifg corporate legal requirements for both
foreign and domestic investments. The MOFCOM isentty soliciting comments on this draft and sub# uncertainties exist with respect
to its enactment timetable, interpretation and enpntation. The draft Foreign Investment Law, de&ead as proposed, may materially impact
the viability of our current corporate structurermorate governance and business operations in aspects.

Among other things, the draft Foreign Investmentlexpands the definition of foreign investment amtdoduces the principle of
"actual control" in determining whether a compasmgansidered a foreign-invested enterprise, orlenFhe draft Foreign Investment Law
specifically provides that entities establishe€hina but "controlled" by foreign investors will lreated as FIES, whereas an entity set up in
foreign jurisdiction would nonetheless be, uponketaentry clearance by the Ministry of Commerceated as a PRC domestic investor
provided that the entity is "controlled" by PRCitas and/or citizens. In this connection, "contrislbroadly defined in the draft law to cover
the following summarized categories: (i) holding@®0f more of the voting rights of the subject ant(ii) holding less than 50% of the voting
rights of the subject entity but having the powesécure at least 50% of the seats on the boarther equivalent decision making bodies, or
having the voting power to exert material influelcethe board, the shareholders' meeting or otiigiwvalent decision making bodies; or (iii)
having the power to exert decisive influence, watcactual or trust arrangements, over the sulgjetity's operations, financial matters or othel
key aspects of business operations. Once an éntiigtermined to be an FIE and its investment amexiceeds certain thresholds or its
business operation falls within a "negative lish,'be separately issued by the State Council ifithee, market entry clearance by the
MOFCOM or its local counterparts will be requir€therwise, all foreign investors may make investitsem the same terms as domestic
investors without being subject to additional appitdrom the government authorities as mandatethbyexisting foreign investment legal
regime.

The "variable interest entity" structure, or VIEugture, has been adopted by many PRC-based coaspamtluding us, to obtain
necessary licenses and permits in the industrasatie currently subject to foreign investmentrietébns in China. See "—Risks Relating to
Our Corporate Structure—If the PRC government fithds the structure we have adopted for our businpsrations does not comply with
PRC laws and regulations, or if these laws or @&iuhs or interpretations of existing laws or regigins change in the future, we could be
subject to severe penalties, including the shutiogn of our platform and our business operatiofis'Risks Relating to Our Corporate
Structure—If our PRC consolidated affiliated elstfail to obtain and maintain the requisite ligenand approvals required under the comple
regulatory environment for internet-based businegs€hina, our business, financial condition aeglits of operations may be materially and
adversely affected", and "ltem 4. Information oa @ompany—C. Organizational Structure." Under ttadtd~oreign Investment Law, variable
interest entities that are controlled via contratarrangement would also be deemed as FIEs,yifdreeultimately "controlled" by foreign
investors. Therefore, for any companies with a WiEicture in an industry category that is on thegative list," the VIE structure may be
deemed legitimate only if the ultimate controllipgrson(s) is/are of PRC nationality (either PRC jganies or PRC citizens). Conversely, if
actual controlling person(s) is/are of foreign aaélities, then the variable interest entities Wéltreated as FIEs and any operation in the
industry category on the "negative list" withoutrket entry clearance may be considered as illegal.
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It is likely that we would be considered ultimatelgntrolled by Chinese parties, as our managenrenfpgincluding Mr. David
Xueling Li, our co-founder, chief executive officend director, Mr. Jun Lei, our co-founder and ofmain, Mr. Jin Cao, our executive vice
president, Mr. Rongjie Dong, our executive vicesptent, and their respective affiliates, togethardiicially own an aggregate of 37.7% of
outstanding shares and 75.9% of the total votinggo@f our company as of March 31, 2015. Howeves,draft Foreign Investment Law has
not taken a position on what actions shall be takim respect to the existing companies with a gti&icture, whether or not these companies
are controlled by Chinese parties, while it is@tihg comments from the public on this point. Mover, it is uncertain whether the Internet
content and other Internet value-added servicesiimguin which our variable interest entities operavill be subject to the foreign investment
restrictions or prohibitions set forth in the "néga list” to be issued. If the enacted versionhaf Foreign Investment Law and the final
"negative list" mandate further actions, such asF@OM market entry clearance, to be completed bypaomies with existing VIE structure
like us, we face uncertainties as to whether sledrance can be timely obtained, or at all, andomsiness and financial condition may be
materially and adversely affected.

The draft Foreign Investment Law, if enacted appsed, may also materially impact our corporateeguance practice and increase
our compliance costs. For instance, the draft lgor&ivestment Law imposes stringent ad hoc anagirinformation reporting requirements
on foreign investors and the applicable FIEs. A$ide investment implementation report and investi@@nendment report that are require
each investment and alteration of investment sjgscién annual report is mandatory, and large dor&ivestors meeting certain criteria are
required to report on a quarterly basis. Any comydannd to be non-compliant with these informatieporting obligations may potentially be
subject to fines and/or administrative or crimiliabilities, and the persons directly responsibkgyrbe subject to criminal liabilities.

Risks Related to Our ADSs
The trading prices of our ADSs are likely to be atile, which could result in substantial lossesitovestors.

The daily closing trading prices of our ADSs ran@iean US$52.05 to US$95.89 in 2014. The tradingeof our ADSs is likely to b
volatile and could fluctuate widely due to factbesyond our control. This may happen because ofdomtarket and industry factors, like the
performance and fluctuation in the market pricetherunderperformance or deteriorating financialls of other similarly situated companies
in China that have listed their securities in thateld States in recent years. The securities oksoithese companies have experienced
significant volatility since their initial publicferings, including, in some cases, substantialgpdeclines in the trading prices of their seces
The trading performances of these Chinese compaegrities after their offerings, including comj&s in internet and social networking
businesses, may affect the attitudes of investavartd Chinese companies listed in the United Statkih consequently may impact the
trading performance of our ADSs, regardless ofamtnal operating performance. In addition, any tieganews or perceptions about
inadequate corporate governance practices or ftantdaccounting or other practices at other Chimesepanies may also negatively affect the
attitudes of investors towards Chinese companiggireral, including us, regardless of whether welegaged in such practices.
Furthermore, securities markets may from timerteetexperience significant price and volume flugaret that are not related to our operating
performance, which may have a material adversetedfe the market price of our ADSs.

In addition to market and industry factors, therand trading volume for our ADSs may be highliatite due to specific factors,
including the following:

« Vvariations in our net revenues, earnings and dash f
« announcements of new investments, acquisitioretesgfic partnerships, or joint ventures;
« announcements of new services and expansions twyaws competitors;

« changes in financial estimates by securities atglys
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« changes in the number of our registered or actbezs;

« fluctuations in the number of paying users or otiygrating metrics;

. failure on our part to realize monetization oppoities as expected,;

- additions or departures of key personnel,

» release of lock-up or other transfer restrictionar outstanding equity securities or sales oftadl equity securities;

« detrimental negative publicity about us, our coritpeg or our industry; and

« potential litigation or regulatory proceedings banges.

Any of these factors may result in large and sudiemges in the volume and price at which our Aldfigrade.

Provisions of our convertible senior notes couldsdourage an acquisition of us by a third pari

In March 2014, we issued an aggregate of US$40ilomR.25 % convertible senior notes due in 201éxt&n provisions of our
convertible senior notes could make it more difficn more expensive for a third party to acquise The indentures for these convertible note
define a "fundamental change" to include, amongtothings: (1) any person or group gaining cormfaiur company; (2) any recapitalization,
reclassification or change of our Class A commareh or ADSs as a result of which these securitmdd be converted into, or exchanged
for, stock, other securities, other property oetssr any share exchange, consolidation or memgmilar transaction pursuant to which our
Class A common shares or ADSs will be converteal @aish, securities or other property; (3) the adopif any plan relating to the liquidation
or dissolution of our company; (4) our ADSs ceasgmge listed on The New York Stock Exchange, TRSRNAQ Global Select Market or
The NASDAQ Global Market; or (5) any change in oremdment to the laws, regulations and rules in €Hiat prohibits us from operating
substantially all of our business operations amdg@nts us from continuing to derive substantiallpfthe economic benefits from our busin
operations. Upon the occurrence of a fundament@h, holders of these notes will have the rightheir option, to require us to repurchase
all of their notes or any portion of the principahount of such notes in integral multiples of U880, In the event of a fundamental change,
we may also be required to issue additional ADSswgonversion of our convertible notes.

If securities or industry analysts do not publislkesearch or reports about our business, or if thelvarsely change their recommendatio
regarding our ADSs, the market price for our ADSsdtrading volume could decline.

The trading market for our ADSs will be influendeylresearch or reports that industry or securéiesysts publish about our
business. If one or more analysts who cover us doage our ADSs, the market price for our ADSs wdikiely decline. If one or more of
these analysts cease to cover us or fail to relgypablish reports on us, we could lose visibilitythe financial markets, which, in turn, could
cause the market price or trading volume for ouiS&o decline.

The sale or availability for sale, or perceived sair availability for sale, of substantial amounts our ADSs could adversely affect their
market price.

Sales of substantial amounts of our ADSs in thdipuarket, or the perception that these salesdcootur, could adversely affect the
market price of our ADSs and could materially immpair ability to raise capital through equity offegs in the future. Our ADSs are freely
tradable by persons other than our affiliates wittrestriction or further registration under the@dties Act of 1933, as amended, or the
Securities Act, and shares held by our existingedf@ders may also be sold in the public markebhéfuture subject to the restrictions in
Rule 144 and Rule 701 under the Securities Acadiition, common shares subject to our outstansliage-based awards, including options,
restricted shares and restricted share units ligiible for sale in the public market to the exteermitted by the provisions of various vesting
agreements, Rules 144 and 701 under the SecukitiesVe may also issue additional options in theife which may be exercised for
additional common shares and additional restristeates and restricted share units which may vesstfMarch 31, 2015, we had
1,076,773,104 common shares outstanding. We camedict what effect, if any, market sales of seé@siheld by our significant shareholders
or any other shareholder or the availability ofséasecurities for future sale will have on the reaifkice of our ADSs.
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We may be classified as a passive foreign investngempany, or PFIC, for United States federal incentax purposes, which could subject
United States investors in our ADSs or common shate significant adverse United States income taxsequences.

We will be classified as a "passive foreign invessttncompany,” or "PFIC" for United States fedenalome tax purposes for any
taxable year, if either (a) 75% or more of our groeome for such year consists of certain typé'passive" income or (b) 50% or more of the
average quarterly value of our assets (as detedwinghe basis of fair market value) during suchrygoduce or are held for the production of
passive income. Although the law in this regardrislear, we treat Guangzhou Huaduo and Beijing asdlaeing owned by us for United
States federal income tax purposes, not only becaesexercise effective control over the operatibsuch entities but also because we are
entitled to substantially all of their economic béts, and, as a result, we consolidate their dpgyaesults in our consolidated financial
statements.

Assuming that we are treated as owning Guangzhadttuand Beijing Tuda for United States federabine tax purposes, although
we do not expect to be classified as a PFIC fotddnbtates federal income tax purposes for thébtaxeear ended December 31, 2014, there
a risk that we will become a PFIC for our currentatble year ending December 31, 2015 and futuebtayears because of our significant
cash balances and because the value of our agseisrposes of the PFIC test will generally be deieed by reference to the market price of
our ADSs. Accordingly, fluctuations in the markeice of our ADSs may cause us to become a PFI@h&current taxable year or future
taxable years. The determination of whether welvélbr become a PFIC will also be affected by hevd how quickly, we use our liquid
assets. Under circumstances where we determin® neploy significant amounts of cash for activegmses our risk of being classified as a
PFIC may substantially increase. It is also posdibat the Internal Revenue Service may challengelassification or valuation of our
goodwill and other unbooked intangibles, which magult in our company being or, becoming classifieda PFIC for the current or future
taxable years. The determination of whether we élbr become a PFIC will also depend, in partnupe nature of our income and assets
over time, which are subject to change from yeasetar. There can be no assurance our businesswilanst change in a manner that will
affect our PFIC status. Because there are uncaesim the application of the relevant rules aR@idPstatus is a fact-intensive determination
made on an annual basis, no assurance may be\Wjiitkemespect to our PFIC status for any taxable.yea

If we are classified as a PFIC in any taxable yaas,S. holder (as defined in "ltem 10. Additioh#brmation—E. Taxation—
Material United States Federal Income Tax Consta®rs) may incur significantly increased Unitedf®s income tax on gain recognized on
the sale or other disposition of the ADSs or commsloawres and on the receipt of distributions onA&s or common shares to the extent sucl
gain or distribution is treated as an "excessidistion" under the United States federal incomertdes. Further, if we are classified as a PFIC
for any year during which a U.S. holder holds ol@S$s or common shares, we generally will continukeedreated as a PFIC for all succeet
years during which such U.S. holder holds our ABSsommon shares. Alternatively, U.S. holders ofdP$hares can sometimes avoid
rules described above by making certain electimadding a "mark-to-market" election or electimgtteat a PFIC as a "qualified electing
fund.” However, U.S. holders will not be able tokman election to treat us as a "qualified electimgl" because, even if we were to be or
become a PFIC, we do not intend to comply withrdwiirements necessary to permit U.S. holders tereach election.Each U.S. holder is
urged to consult its tax advisor concerning thetéthBtates federal income tax considerations tlatan investment in our ADSs or common
shares if we are treated as a PFIC for our cutesatble year ending 2015 or any future taxable {ieatuding the possibility of making a
"mark-to-market" election and the unavailabilityaof election to treat us as a qualified electimgdjuFor more information see "ltem 10.
Additional Information—E. Taxation—Material Unitetates Federal Income Tax Considerations—Passinggroinvestment Company
Rules."

Our dual class common share structure with diffeevoting rights will limit your ability to influen@ corporate matters and could discourz
others from pursuing any change of control transamts that holders of our Class A common shares akidSs may view as beneficial.

Our common shares are divided into Class A comrhanes and Class B common shares. Holders of Classmnon shares are
entitled to one vote per share, while holders @s€IB common shares are entitled to ten voteshjpee svoting together as one class on all
matters requiring a shareholders' vote. Each ®assmmon share is convertible into one Class A comshare at any time by the holder
thereof. Class A common shares are not conveiitibtdeClass B common shares under any circumstatlges any transfer of Class B
common shares by a holder thereof to any persentiy that is not an affiliate of such holder, B@@ass B common shares will be
automatically and immediately converted into anaegqumber of Class A common shares.
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Due to the disparate voting powers attached toethes classes of common shares, as of March 35,20t management group,
including Messrs. David Xueling Li, Jun Lei, Jin&and Rongjie Dong and their respective affiliatesneficially own an aggregate of 37.7%
of our outstanding shares representing 75.9% ofodad voting power and have considerable influemwer all matters requiring a shareholders
vote, including election of directors and signifit@orporate transactions, such as a merger oo$aler company or our assets. This
concentrated control will limit your ability to ifence corporate matters and could discourageoff@n pursuing any potential merger,
takeover or other change of control transactioashtiolders of Class A common shares and ADSs ney &b beneficial.

Our articles of association contain anti-takeoverqvisions that could have a material adverse effeotthe rights of holders of our common
shares and ADSs

Our articles of association contain provisionsitatithe ability of others to acquire control ofrazompany or cause us to engage in
change-of-control transactions. These provisiondccbave the effect of depriving our shareholddraroopportunity to sell their shares at a
premium over prevailing market prices by discoungghird parties from seeking to obtain controbaf company in a tender offer or similar
transaction. For example, our board of directosstha authority, without further action by our siaolders, to issue preferred shares in one o
more series and to fix their designations, powgmsferences, privileges, and relative participatoygional or special rights and the
qualifications, limitations or restrictions, incling dividend rights, conversion rights, voting righterms of redemption and liquidation
preferences, any or all of which may be greaten tha rights associated with our common sharetheriorm of ADSs or otherwise. Preferred
shares could be issued quickly with terms calcdl&tedelay or prevent a change in control of ounpany or make removal of management
more difficult. If our board of directors decidesissue preferred shares, the price of our ADSsfalagnd the voting and other rights of the
holders of our common shares and ADSs may be raliyeaind adversely affected.

You may face difficulties in protecting your intes¢s, and your ability to protect your rights throhdJ.S. courts may be limited, because we
are incorporated under Cayman Islands law.

We are a company limited by shares incorporate@uting laws of the Cayman Islands. Our corpordtgrafare governed by our
second amended and restated memorandum and aofieesociation, the Companies Law 2012 (as amé@radeébde Cayman Islands and the
common law of the Cayman Islands. The rights ofedfalders to take action against the directorspasty minority shareholders and the
fiduciary responsibilities of our directors to usder Cayman Islands law are to a large extent gaeby the common law of the Cayman
Islands. The common law of the Cayman Islands iivele in part from comparatively limited judiciatgredent in the Cayman Islands as well
as from the common law of England, the decisionstadse courts are of persuasive authority, buhatdinding, on a court in the Cayman
Islands. The rights of our shareholders and thecfaty responsibilities of our directors under Caynislands law are not as clearly establishe
as they would be under statutes or judicial pregeihesome jurisdictions in the United States. émtigular, the Cayman Islands has a less
developed body of securities laws than the UnitedleS. Some U.S. states, such as Delaware, hawefaligrdeveloped and judicially
interpreted bodies of corporate law than the Cayhal@mds. In addition, shareholders of a Caymaanid$ company may not have standing to
initiate a shareholder derivative action in a fedlepurt of the United States.

Unlike many jurisdictions in the United States, @&y Islands law does not generally provide for ehalder appraisal rights on an
approved arrangement and reconstruction of a coynddnis may make it more difficult for you to asséle value of any consideration you
may receive in a merger or consolidation or to megihat the offeror give you additional consideratif you believe the consideration offered
is insufficient. Moreover, holders of our ADSs ai@ entitled to appraisal rights under Cayman k¢alaw. ADS holders that wish to exercise
their appraisal or dissentient rights must conthegir ADSs into our Class A common shares by suleeng their ADSs to the depositary and
paying the ADS depositary fee.

Shareholders of Cayman Islands exempted compakésd have no general rights under Cayman Isliawidso inspect corporate
records or to obtain copies of lists of shareh@ddérthese companies. Our directors have discretiaier our existing articles of association to
determine whether or not, and under what conditions corporate records may be inspected by ouekb#lers, but are not obliged to make
them available to our shareholders. This may miakere difficult for you to obtain the informatioreeded to establish any facts necessary fc
a shareholder motion or to solicit proxies fromeastBhareholders in connection with a proxy contest.
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As a result of all of the above, public sharehdddeay have more difficulty in protecting their irgsts in the face of actions taken by
management, members of the board of directorsmrating shareholders than they would as publiareholders of a company incorporate
the United States.

Judgments obtained against us by our shareholdemymot be enforceable in our home jurisdiction.

We are a Cayman Islands company and all of outsaase located outside of the United States. Snbally all of our current
operations are conducted in China. In additionigaiicant majority of our current directors andioérs are nationals and residents of countrie
other than the United States and substantiallgfatieir assets are located outside the UnitedeStdts a result, it may be difficult or impossi
for you to bring an action against us or againss¢hindividuals in the United States in the evieat you believe that your rights have been
infringed under the United States federal secsria@vs or otherwise. Even if you are successfokinging an action of this kind, the laws of
the Cayman Islands and of China may render youlanalenforce a judgment against our assets caigkets of our directors and officers.

There are uncertainties as to whether Cayman Isleodrts would:

« recognize or enforce against us judgments of cafitise United States based on certain civil lipprovisions of U.S. securities
laws; anc

« impose liabilities against us, in original actidmsught in the Cayman Islands, based on certaihligilility provisions of U.S.
securities laws that are penal in nat

There is no statutory recognition in the Caymaaridk of judgments obtained in the United Statéisoagh the courts of the Cayman
Islands will in certain circumstances recognize anfbrce a non-penal judgment of a foreign coudarhpetent jurisdiction without retrial on
the merits.

The voting rights of holders of ADSs are limited kye terms of the deposit agreement, and you mal/b®able to exercise your right to vote
your Class A common share

As a holder of our ADSs, you will only be able teecise the voting rights with respect to the uhydeg Class A common shares in
accordance with the provisions of the deposit agesg. Under the deposit agreement, you must votguigg voting instructions to the
depositary. Upon receipt of your voting instrucpthe depositary will vote the underlying Classofnmon shares in accordance with these
instructions. You will not be able to directly egise your right to vote with respect to the undedyshares unless you withdraw the shares
from the depositary. Under our second amendedestdted memorandum and articles of associationmthienum notice period required for
convening a general meeting is at least ten clags.dVhen a general meeting is convened, you migeneive sufficient advance notice to
withdraw the shares underlying your ADSs to allayu yo vote with respect to any specific mattewdf ask for your instructions, the
depositary will notify you of the upcoming vote anwdl arrange to deliver our voting materials touy®Ve cannot assure you that you will
receive the voting materials in time to ensure ywat can instruct the depositary to vote your shdreaddition, the depositary and its agents
are not responsible for failing to carry out votingtructions or for their manner of carrying ooty voting instructions. This means that you
may not be able to exercise your right to vote Yo may have no legal remedy if the shares undwylyour ADSs are not voted as you
requested.

The depositary for our ADSs will give us a discatary proxy to vote our Class A common shares urdgieg your ADSs if you do not vote
at shareholders' meetings, except in limited circatances, which could adversely affect your integest

Under the deposit agreement for the ADSs, if yomaivote, the depositary will give us a discretipnproxy to vote our Class A
common shares underlying your ADSs at shareholdezstings unless:

« we have failed to timely provide the depositaryhwibtice of meeting and related voting materials;
« we have instructed the depositary that we do nshwidiscretionary proxy to be given;

« we have informed the depositary that there is suibisi opposition as to a matter to be voted dheaimeeting;
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« a matter to be voted on at the meeting would havaizrial adverse impact on shareholders; or
« the voting at the meeting is to be made on a sHdvads.

The effect of this discretionary proxy is that du/do not vote at shareholders' meetings, you dgweeent our Class A common
shares underlying your ADSs from being voted, ekoepler the circumstances described above. Thismade it more difficult for
shareholders to influence the management of oupaos Holders of our common shares are not sutgabis discretionary proxy.

You may not receive dividends or other distribut®an our common shares and you may not receive aaye for them, if it is illegal or
impractical to make them available to you.

The depositary of our ADSs has agreed to pay totlyewcash dividends or other distributions it @ tustodian receives on Class A
common shares or other deposited securities undgrbur ADSs, after deducting its fees and expenges will receive these distributions in
proportion to the number of Class A common shaoes ADSs represent. However, the depositary igegpgonsible if it decides that it is
unlawful or impractical to make a distribution daaie to any holders of ADSs. For example, it wooddunlawful to make a distribution to a
holder of ADSs if it consists of securities thagué&e registration under the Securities Act but eira not properly registered or distributed
under an applicable exemption from registratiore @kpositary may also determine that it is notifdaso distribute certain property through
the mail. Additionally, the value of certain disttions may be less than the cost of mailing tHerthese cases, the depositary may determin
not to distribute such property. We have no obiayato register under U.S. securities laws any AR®smmon shares, rights or other securitie
received through such distributions. We also havelligation to take any other action to permit dgribution of ADSs, common shares,
rights or anything else to holders of ADSs. Thisam®that you may not receive distributions we n@keur common shares or any value for
them if it is illegal or impractical for us to makgem available to you. These restrictions may eausiaterial decline in the value of our ADSs

You may be subject to limitations on transfer ofyroADSs.

Your ADSs are transferable on the books of the diggiy. However, the depositary may close its balany time or from time to
time when it deems expedient in connection withglgormance of its duties. The depositary mayecitsbooks from time to time for a
number of reasons, including in connection withpcoate events such as a rights offering, duringctvime the depositary needs to maintain
an exact number of ADS holders on its books fquecHied period. The depositary may also closéadtsks in emergencies, and on weekends
and public holidays. The depositary may refusediovdr, transfer or register transfers of our AR@serally when our share register or the
books of the depositary are closed, or at any time or the depositary thinks that it is advisatdlelo so because of any requirement of law o
of any government or governmental body, or undgrmovision of the deposit agreement, or for arheoreason in accordance with the terms
of the deposit agreement. As a result, you mayriable to transfer your ADSs when you wish to.

ITEM 4. INFORMATION ON THE COMPANY

A. History and Development of the Company

We commenced operations in April 2005 with the ldighment of Guangzhou Huaduo in China. Guangzhoaddo later became o
of our PRC consolidated affiliated entities throula contractual arrangements described below.

We established Dokhi Investments Limited in thetiBhi Virgin Islands, or BVI, in July 2006 and cha&ualgts name to Duowan Limit
in September 2006. In August 2006, we establishagbl2 Top Limited, which is wholly owned by Dokimvestments Limited, in Hong Kong
and changed its name to Duowan (Hong Kong) LimiteBeptember 2006. In April 2007, we establishedi@zhou Duowan Information
Technology Co., Ltd., or Guangzhou Duowan, whicls waolly owned by Duowan (Hong Kong) Limited. Guahgu Duowan entered into a
series of contractual arrangements with GuangzhsadHo and its shareholders, which were subsequamiinded solely to reflect updated
shareholder equity interests in Guangzhou Huadwough which Guangzhou Duowan exercised effectbrgrol over the operations of
Guangzhou Huaduo.

In November 2007, we established Duowan Entertami@erp., or Duowan BVI, in the BVI. In March 2008¢ established Huanju
Shidai Technology (Beijing) Co., Ltd., formerly kno as Duowan Entertainment Information Technold®gijing) Co., Ltd., or Beijing
Huanju Shidai, which is wholly owned by Duowan B¥®kijing Huanju Shidai purchased all the equitgiests in Guangzhou Duowan from
Duowan (Hong Kong) Limited in August 2008, and eetkinto a series of contractual arrangements @itangzhou Huaduo and its
shareholders through which Beijing Huanju Shidareises effective control over the operations oca@zhou Huaduo. Duowan (Hong Kong)
Limited was deregistered as a company and ceasguetate in May 2010.
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In December 2008, Duowan BVI entered into an agesgmwith Morningside Technology Investments Limitad two individuals,
through which Duowan BVI purchased all the equitteiests in NeoTasks Inc. from Morningside Techgglimvestments Limited.

In March 2009, Beijing Huanju Shidai entered intoagreement with NeoTasks New Age International isl@e&chnology (Beijing)
Co., Ltd., or NeoTasks Beijing, through which Nesk®&Beijing was merged into Beijing Huanju Shidter the merger and additional cap
contribution, Beijing Huanju Shidai became 96.5%gH® Duowan BVI, and 3.5% held by NeoTasks Limifgarmerly known as Enlight
Online Entertainment Limited), a Hong Kong compantgjch in turn was the shareholder of NeoTasksiBgipefore the merger. NeoTasks
Limited is 100% owned by NeoTasks Inc., a Cayménts company. In August 2009, Guangzhou Duowanremamed Zhuhai Duowan
Information Technology Co., Ltd..

In December 2009, Beijing Huanju Shidai entered ateries of contractual agreements with Beijingaland its shareholders, wh
were subsequently amended solely to reflect updataceholder equity interests in Beijing Tuda, tigto which agreements Beijing Huanju
Shidai exercises effective control over the operetiof Beijing Tuda.

In December 2010, we established Guangzhou Hudnfla formerly known as Zhuhai Duowan Technology,& td., which is
100% directly owned by Duowan BVI.

Our current holding company, YY Inc., was incorgedain July 2011 as a limited liability companytire Cayman Islands. The
corporate affairs of YY Inc. are governed by theimeandum and articles of association, the CompdrEes2012 (as amended) of the
Cayman Islands and the common law of the Caymandsl Through a share exchange on September 6, t@lshareholders of Duowan B
exchanged all of their outstanding common and predieshares in Duowan BVI for common and prefestegres of YY Inc. on a pro rata
basis. No additional consideration was paid in emtion with the share exchange. As a result, DudBMihbecame a wholly owned subsidiary
of YY Inc.

In October 2013, we established Guangzhou Juharrmdtion Technology Co., Ltd., which is100% dirgailvned by Guangzhou
Huaduo.

In November 2013, we established Zhuhai Huanju&hwihich is100% directly owned by NeoTasks Limited
In April 2014, we established Guangzhou Huanju Me@o., Ltd., which is 100% directly owned by Guamyz Huaduo.

In September of 2014, we acquired 100% of the gguierests in Guangzhou Zhuque Information TecbgwlICo., Ltd., which
engages in online game development.

In the fourth quarter of 2014, we acquired 100%hefequity interests in Beijing Huangiu Xingxue firology Development Co., Ltd.
and Beijing Huangiu Chuangzhi Software Co., Ltchjck operate the online education website Edu24wh,@n online vocational training a
language training platform. In addition, we acqdif®0% of the equity interests in ZhengrengiangHisdPartners Education Technology
(Beijing) Co., Ltd., a company specializing in piding preparation courses for the InternationallBhg_anguage Testing System, or IELTS,
which is an English language proficiency test, Beging Dubooker Culture Communication Co., Ltdlaaguage education publisher.

We currently own the domain names of YY.com, Duowam, 100.com, Huya.com and Edu24oL.com. Our YYfoten, including
YY.com, is jointly operated by personnel from Guzaimgu Huaduo and Zhuhai Duowan.

YY Inc. completed an initial public offering of 18,000 ADSs, representing 156,000,000 Class A camshares, in November 20:
On November 21, 2012, our ADSs were listed on TASNAQ Stock Market under the symbol "YY." In Deceanl2012, in connection with
the initial public offering, we also completed thner-allotment offering of an additional 1,170,08DSs, representing 23,400,000 Class A
common shares.
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In March 2014, we issued an aggregate of US$40omi2.25% convertible senior notes due in 2018cPeds from the sale of the
notes are expected to be used for general corppugp@ses, including working capital needs andmt@kacquisitions of complementary
businesses. The notes were offered to qualifietitutional buyers pursuant to Rule 144A under teeBities Act and certain non-U.S. persons
in compliance with Regulation S under the Secuwifiet. The notes will be convertible into our AD&ssed on an initial conversion rate of
9.0334 of our ADSs per $1,000 principal amountates (which is equivalent to an initial conversmite of approximately US$110.7 per
ADS and represents an approximately 35% conveggiemium over the closing trading price of our ADfBsMarch 18, 2014, which was
US$82.00 per ADS). The conversion rate is subjeeajustment upon the occurrence of certain eva@his.notes bear interest at a rate of
2.25% per year, payable semiannually in arrearsmil 1 and October 1 of each year, beginning onoDer 1, 2014. The notes will mature on
April 1, 2019, unless earlier converted, redeenoeaértain tax-related events or repurchased inrdemce with their terms.

Our principal executive offices are located at By 3-08, Yangcheng Creative Industry Zone No. Bd@ngpu Avenue Middle,
Tianhe District, Guangzhou 510655, the People'siRl@pof China. Our telephone number at this adslies-(86 20) 2916 2000. Our registe
office in the Cayman Islands is located at CodarsT€ompany (Cayman) Limited of Cricket Square,dirts Drive, P.O. Box 2681, Grand
Cayman, KYI-1111, Cayman Islands. Our agent foviserof process in the United States is Law Deben@iorporate Services Inc., 400
Madison Avenue, 4th Floor, New York, New York 10017

See "ltem 5. Operating and Financial Review andgrots—B. Liquidity and Capital Resources—Capitgidhditures” for a
discussion of our capital expenditures and divess.

B. Business Overview

Overview

YY is a revolutionary interactive social platfortmt engages users in real-time online group aies/through voice, video and text on
PCs and mobile devices. YY also empowers usersetitee and organize groups of varying sizes to glescand participate in a wide range of
online activities, including music shows, onlinavgss, dating shows, live game broadcasting aledwing. With a capacity to support over
million participants concurrently, YY offers usexsnore immersive, enriching and engaging entertaimraxperience through its large social
community. YY attracted 117.4 million average mdythctive users in the three months ended Decegilibt.

Founded as an online game web portal in 2005, @mpany has transformed into a multifaceted sod@fqgrm in the past decade. In
July 2008, YY launched its core product, YY Cliemt?C-based free software that allows users tdeciedividual channels for any online live
social gathering that covers a broad range ofésterand topics. Each active user spent an avefaehours per month on our platform in the
three months ended December 31, 2014. To incrbasactessibility and usage of YY Client, we introeldia mobile application, Mobile YY,
in September 2010 and a browser-based versionrafesuices in October 2012. Mobile YY had 99.6 ioilldownloads in 2014. To accelerate
the monetization of our mobile platform, we intredd virtual item purchase functions on Mobile YYOrtober 2013. We also operate
Duowan.com, a leading game media website in Cliabgrovides access to and interactive resourcemnfime games. In February 2014, we
expanded our original education business by laungchidedicated education platform, 100 Educationfufther expend our educational
services offering, in the fourth quarter of 2014, acquired two education businesses, Edu24oL.campaite providing online professional
training, and Zhangrengiang and His Partners Edhrcdtechnology (Beijing) Co., Ltd., focusing on Hish language test preparation.

Our operations rely on proprietary technology ardustry know-how. YY is supported by our highly Istde infrastructure
throughout China and our proprietary algorithmsbéing low latency, low jitter and low loss ratesdalivering voice and video data.

While the basic use of our platform is currentlgefy we monetize our user base through IVAS andermldvertising. Currently, we
primarily generate IVAS revenues through salesidfial items for online music and entertainmentjrendating and live game broadcasting,
and game token for online games. We also geneva#8 revenues through our membership program wheusbys pay a fixed fee to enjoy
certain privileges and regular bonus packages. kivieapily generate online advertising revenues fates of various forms of advertising on
Duowan.com and YY Client. We believe that we wél &ble to capitalize on the large and highly endager base of our platform by
exploring additional monetization opportunities atiersifying our revenue sources.
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Our total net revenues were RMB820.0 million, RM&13.5 million and RMB3,678.4 million (US$592.8 nolh) in 2012, 2013 and
2014, respectively. We had a net income of RMB8&8illon, RMB477.7 million and RMB1,064.5 million (8$171.6 million) in 2012, 2013
and 2014, respectively.

The YY Platform
YY Client

Our core product, YY Client, enables users to eadgadive interactions online, and we continue ¢velop and upgrade it to address
evolving user needs. YY Client provides accessstr-greated online social activities groups, whighrefer to as channels. YY Client is
compatible with most internet-enabled systemsyuiiclg PCs and mobile interfaces. YY Client is wydatcessible to most internet users in
China because its voice-enabled features only reguminimal bandwidth of approximately 2 KB pecaad. YY Client is available to
download for free from YY.com, Duowan.com and otimernet software download centers.

The first version of YY Client, launched in July(8) had voice-enabled features that allowed orjarae players to communicate
with large groups of fellow gamers on a real-tinasib. Game players typically organize various guitd players to discuss gaming strategies
and communicate with each other in a team set8aogh online guilds, which can consist of up to gends of players, built their own channels
on YY Client to communicate with fellow guild menbkeén real time when playing games online. Graguale further developed and tailored
YY Client in response to the market need for afptat enabling large groups to gather, meet andatimeiin real time online, and turned it into
the rich communication social platform that itasldy. We introduced live video-enabled channelsrimigg in late 2011 and have since
expanded the use of our video features to inclodgesof our most popular music and entertainmemegroadcasting and education chan
and plan to further expand the availability of vadeatures over time. YY's registered user accduatsreached 861.4 million as of
December 31, 2014. YY also had 117.4 million averagpnthly active users in the three months endextibber 2014.

All of the basic social interface features enatiigaur YY Client, such as the ability to engagenulti-party voice- and videenablec
communications, are currently available to our si$exe of charge. In addition, some IVAS are fieegers up to a certain threshold. We
currently earn revenues from YY Client through saélVAS paid through online third party paymepstems.

Channels on YY Client—User-created and User-defined

On YY Client, users can create individual chanf@sany live social gathering covering a broad en§interests and topics. YY
Client enables users to create channels to covetopcs and interests, gain a fast growing audidrase and emerge as the popular channel

Currently, the most popular channel topics incltrdefollowing:

« Music and Entertainment Users gather on YY channels to participate iarge of music and entertainment activities, such as
singing, dancing and talk shows. Beginning in Ma26ti1, we started offering various virtual itemsdale in our online music and
entertainment channels. We have expanded our viteua offerings, and in turn, revenues, from oalmusic and entertainment.
Currently, music and entertainment is the largestributor to our total revenue

« Games. YY channels are a popular live online communaatiool for several major types of online gameshsas massive
multiplayer online games, web games, first perswoter games and real-time strategy games. Gamerplgather on YY channels
for in-game real-time exchanges and to share gdayéng tips, discuss strategies, game walk-throwgitsguides, and organize guild-
related social events. We also offer more thanstd@cted web games on our platform. Since the thiedter of 2014, we have
launched a number of exclusive client-based gam#gi game center of our platform, through whiclrsi€an purchase in-game
virtual items. Most of the online games offeredoam platform are developed by th-party game developer:

« Dating. Users host and participate dating shows on a Vistage through live audio communication, duringahitthe participants and

the audience can purchase and exchange virtual glfe format of our online dating is based on pupar dating TV show in China.
Launched in November 2013, it has already becoméhind largest contributor to our revenues in 2(
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« Game BroadcastingUsers livestream playthroughs of online gamesdasaial environment or during competitions. Profesai gam:
teams and commentators often attract more viewdrs,may show support and appreciation by purchaahgiving virtual items to
the commentator:

- Education. Our users host and participate in live lectunegessonal tutoring sessions on a range of subjesitg) a wide variety of
teaching tools we provide, including video, PowénBavhite board, screen shots and Q&A sessions.rbst popular subjects
include foreign language education, professiondlfiate training, such as construction enginegrimance and accounting, and
medical training

« Finance. Users interested in finance and investment ctamant with other users, including financial expen YY channels. YY
channels allow users to discuss investi-related topics, including stock market trends anve$tment basic:

Organization and Management of Channels

To help our users navigate and explore the chammelsY Client, we created online catalogs groupgddpics and common interests
for users to browse. Within each group, the chanaed then ranked by popularity. These online cgtasire also searchable by keywords,
which makes it easier for users looking to expkweial groups beyond their usual channels to fimtljain other channels that touch upon
different interest areas.

Each YY channel is set up by one user, who becdhgeshannel's owner. We provide management to@at¢h channel owner to
tailor such channel to his or her own specificliests, establish housekeeping rules, manage higzarand manage daily operations of the
channel. Channel owners are usually engaged iadfiee promotion of their channels, often recrgtlike-minded users to help manage,
monitor and maintain order within their channels.

Each of our channels can support millions of peaplecurrently, and to date, the largest online ewenhosted attracted
approximately 1.4 million peak concurrent usera gingle channel. We provide three basic managemedés for channel owners to organize
the live voice and video-communications within ttehannels: "queue,” "chair" and "free" modes. €gjly, channel owners and managers
choose the type of management mode for their chauwdepending on the number of users in their charared the specific needs of these
channels. In queue mode, each user can sign iimetaip to speak or broadcast, and can only be leaselen when his or her turn comes "at th
mic." This queue mode is a popular mode for karadi@nels, where users take turns performing fivfieant of other channel users. In chair
mode, only the "chair,” meaning the owners or ottemignated persons, are allowed to speak or basauitleo; the remaining users can listen
watch and respond through typing text on the scrékis mode is often used in channels set up bpemjame players' guilds, as some of thes
guilds have thousands of users taking orders fréewdeaders, who can speak and direct their teanlisctive actions while the users are
simultaneously signed on to play certain online ganin free mode, any user in the channel can aciredfective voice- and video-enabled
communications at any time; this mode is often ehdsy channels with a limited number of users,estoo many people talking at once would
make effective communication impossible. In additizve provide channel owners and managers witlbadorange of functions to tailor the
channels to suit particular needs, such as grangngin privileges to a member who makes partiatdatributions to the channel or banning
certain channel users for inappropriate behavior.

We work closely with channel owners and managersdmgidering and implementing some of their suggestand feedback and
providing them with the tools they require to mamagd promote their channels. We also monitor oblarfor levels of user activity and
periodically shut down inactive ones.

Game Center on YY Client
The game center on YY Client currently primarilynssts of a game lobby and VIP game access. The gzbby enables users to
access various online games without downloadingaalaitional client software. The VIP game acceswige our users with access to new

games being developed or tested by third party géewelopers, and afford game developers an oppbrtienpromote their games among our
users as well as solicit user feedback on new games
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We conduct market research regarding trends anduigfior online games and various types of in-gaimeatl items, and often work
with third party game developers to develop anéradf wide range of in-game virtual items. We intemdontinue to source popular online
games to users on YY Client.

Web-based YY

We extended our platform to web browsers in Oct@fdr?. Web-based YY enables users to conductiraalihteractions through
web browsers without requiring any downloads otalations. Web-based YY optimizes YY technology tlee web, transcending the
limitations of operational systems and enablind-tie@e communications on the web by simply clickimg a link. To date, approximately
34.1% of our monthly active users access the Y¥fqia through web browsers.

Mobile Applications

We develop mobile applications to capture a gresitare of the growing number of users that acees®hline social platforms,
internet communications and other internet servilkexugh mobile operating systems. While we corgitmidevelop and upgrade our platform,
a key focus of our research and development is obil® Y'Y, our first and main mobile application ti@imarily provides users access to our
music and entertainment content. In the three nsoatided December 31, 2014, Mobile YY expandedvitsaie monthly active users to 30.1
million, representing an 80.1% increase from thraes@eriod in the prior year. To accelerate mongtinaof our mobile platform, we
introduced virtual item purchase functions to MebilY in October 2013.

To better accommodate the increasing demands afs®rs to access more content on our platform,eveldped a number of mobile
applications, each of which dedicates to a spegifie of content. For instance, we launched YY Hoaating application, which was rebrandec
to Huya, for live game broadcasting in 2014 and uan application for online dating in January 204/ will continue to focus on
developing enhanced features for our mobile apitina going forward.

Online Portals

Duowan.com is a dedicated game media website thaides comprehensive information on online gamrmesather resources for
users and online game players. Duowan.com providemprehensive gaming resources such as updatedameMannouncements of gaming
events and the launch or release of new gameda@sid a text-based discussion forum in which usansdiscuss their game-playing strategies
and interact socially through postings. Duowan.eaas launched in 2005 and had 19.1 million, 37.0ioniland 34.3 million average daily
unique visitors for the months of December 2012,28nd 2014, respectively.

Technology

We believe we are an industry leader in providamgé-scale quality multi-user voice- and video-éedionline services in China, and
we intend to continue to update our technology &intain this leadership position.

QoS for online multi-media communications

Quality of Service, or QoS, assurance is a key efgraof any high quality delivery of voice and viddata over the internet. For live
voice- or video-enabled communications, any datkgialoss and jitter, or delay in transmissiorgfiten immediately noticeable to users. We
devote significant resources to maintain and dgveloreative combination of multiple voice- andogsdver internet protocol, or VOIP, qual
assurance mechanisms to minimize data loss aad jlthe mechanisms we employ include but not lighitecloud-based intelligence routing,
low-bitrate redundant solution, upstream-forwanecorrection and adaptive jitter. A special itiggnt routing algorithm we designed
automatically seeks optimal ways of delivering woémd video data across our cloud-based netwoaklieg us to provide better QoS even
when the QoS levels are lower on certain routes.

We employ computer programs and design and implemstandardized set of measurements to help ntanitoservice quality. Our
system periodically collects, and our team of etgpanalyzes, data from each of our data centergdluate the voice- and video-quality for
each user using a systematic standard. We hawg $etmal procedures to handle different levelsarfver breakdowns and network-related
emergencies, and our team can remotely discowaessand access any server to promptly resolvesssue
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Large, dedicated cloi-based network infrastructure

Our team of experts developed a cloud-based netimfrdstructure specifically designed to handle tiquairty voice- and video-
enabled reatime online interactions. We own over 15,000 seswehich are hosted in the data centers we leasetfiod parties throughout t
country as of December 31, 2014. To deliver vo@dwe require a limited bandwidth of approxima®KB per second, which is easily
obtainable. Our cloud-based network infrastrucprmsides quality data delivery and allows multipkers to interact online from anywhere in
China with ease and speed.

Our system is designed for scalability and religbtb support growth in our user base. The nunadf@ur servers contributes
significantly to our fast streaming speed and bidiaservices, and can be expanded with comparetise, given the low cost of renting data
centers to host additional servers in any higHitragégions in our network. We believe that ourremt network facilities and broadband
capacity provide us with sufficient capacity torgasut our current operations, and can be expatmeteet additional capacity relatively
quickly. The amount of bandwidth we lease is cardlly expanded to reflect increased peak concuuset numbers.

Content management and monitoring

YY Client, YY.com, Duowan.com and Huya.com all caintuser-generated content, which we are requiredanitor for compliance
with PRC laws and regulations. A team within outadgecurity department helps in enforcing our imaéprocedures to ensure that the conten
in our system are in compliance with applicabledamd regulations. They are aided by a prograngdedito periodically sweep our platform
and the data being conveyed in our system for sem&iey words or questionable materials. Conteat tontains certain keywords are
automatically filtered by our program and cannosbecessfully posted on our platform. Thus we afe 8@ minimize offending materials on
our platform and to remove such materials promatigr they are discovered. See "ltem 3. Key Infdioma—D. Risk Factors—Risks Related
to Our Business—We may be held liable for informatdor content displayed on, retrieved from or lithke our platform, or distributed to our
users, and PRC authorities may impose legal sargctio us, including, in serious cases, suspendingvoking the licenses necessary to
operate our platform."

Accumulated experience and data for a proprietaechnology platforn

Significant time and efforts are required to builttl operate an infrastructure such as ours. Thaddagical difficulties which a
platform that hosts 10,000 concurrent users faifées dgreatly from the difficulties a platform with00,000 and 1,000,000 concurrent users
faces, including many issues to be considered whegramming for the platform and planning the iefracture. Over the years, we have
gradually developed an effective system to idensfydy and resolve issues that we encounter elasryln addition, our team members have
been trained over the years to anticipate andvesnly issues, having gained significant knowlefdge building and maintaining our platfo
over time.

Technology team

As of December 31, 2014, our dedicated technolegyntconsisted of approximately 1,742 employeesréxpmately 70 members of
our technology team are dedicated to monitoringraathtaining our network infrastructure 24 houdag, seven days a week. Our technology
team checks the voice and video data quality reckby various users, the quality of user experiemceur platform and the proper function
of our server equipment in our network, as welt@stacting internet data center hosts to fix asyés located through such checks. Having
launched and developed our video-enabled technaogn increasing number of channels, our teamatxpe provide full voice- and video-
enabled live social interactions in the future.

Marketing and Sales
Viral and other marketing for our platform

Historically, we have incurred minimal marketingperses for our platform and have built a large comity of users primarily
through viral marketing, with word of mouth refdgrand repeat user visits ultimately driven by wesqrerience. While we have significantly

benefited from the effects of powerful viral maiket we recently initiated, and plan to continuestain marketing activities designed to furi
promote our platform to a broader range of poténsars.
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Advertisers on our platforn

As of December 31, 2014, we had a dedicated satbsnarketing force of 127 experienced professigragdproximately one fourth of
these professionals were in charge of serving éidees and advertising agencies. Currently, a nigjof our sales effort is devoted to
maintaining and expanding the level of our advergisevenues from online games, since advertigwgmues from online games contributed ¢
substantial majority of our online advertising rewe. We expect our online advertising revenuespmes@ntage of our total net revenues to
decrease in the future as we capitalize on incceasmetization opportunities for YY Client and &5 revenues continue to increase. The
compensation for our sales personnel includes asithly salaries and sales commissions basedeoadbertising revenues that they bring

Services for game develope

We have entered into hosting agreements with a euwftgame developers. These agreements providerfartual exchange of
resources between us and the game developersowie@the communication platform for their gamesj &n exchange they promote our
platform through their game interfaces.

Seasonality

Our results of operations are subject to seastunalitions. However, seasonal fluctuations hawgoneed material operational and
financial challenges to us, as such periods ter torief and predictable.

Competition

We face competition in several major aspects ofomsiness, particularly from companies that prowidéne social networking,
internet communication and online games. We alsopate for online advertising revenues with othégrimet companies that sell online
advertising services in China.

Social connectivity and communicationb relation to voice-enabled communication todiere are several internet voice
communication service providers in China, includiBgeak, Dudu and Tencent's QQtalk, and leadiregriational internet voice
communication service providers, such as Skype afeexpanding in the China market.In additiome®ther leading Chinese internet
companies have announced the launch of interneexammunication services. We compete with othieriet companies that provide real-
time voice and video services to Chinese intersetsl

We may also face potential competition from gladadial networking service providers that seek teethe China market, whether
independently or through the formation of allianaéth, or acquisition of, PRC domestic internet g@amies.

Online music and entertainmentWe compete with several domestic companies imtitiee music and entertainment market,
including 9158.com, 6.cn, and guagua.cn. Addititypa number of Chinese internet companies haventbcentered or announced their
intention to enter into the music and entertainnmeatket, such as NetEase, Baidu and Youku.

Live game broadcastingsame broadcasting is a relatively new market. Weeweae of the first platforms that offered thisvées in
early 2013 and have become the market leadernmstef number of users soon after. However compatiti this market has intensified since
the second half of 2014 following an inflood of ware capital investment. In order to maintain oarket-leading position, we expect to invest
heavily in enhancing our product offerings and wesqrerience in this area. Our key competitors i tiiarket are douyutv.com, zhangi.tv, and
17173.com.

Online game media and hostinggVe have various competitors in the online game egdirket in China. Duowan.com's primary
competitor among game media websites is 17173.Eomgame hosting, our competitors include otheromigiternet companies that host
games, such as Tencent, Qihoo 360 and other paeatpanies.

Research and Development
We believe that our ability to develop internet amobile online applications and services tailodespond to the needs of our user

base has been a key factor for the success ofusimdss.
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As of December 31, 2014, our research and developteam consisted of 1,620 members. All of ouriserprograms are designed
and developed internally, including various intéiraectechnologies. We expect to continue to develbpf our core technologies in-house.

We currently focus our product development efforisvarious areas, including (a) the continued imeneent of our audio quality and
video-enabled features on our real-time interactvaal platform, (b) the ongoing improvement ofigral user experience on our platform by
providing virtual items, additional games and oalgame add-ons as well as certain members-onlyadfieatures, and (c) the continued
development of Mobile YY. We plan to further invé@stur voice and video technology and in develggifobile YY.

Intellectual Property

We regard our patents, trademarks, domain nampgrigbts, trade secrets, proprietary technologressamilar intellectual property
as critical to our success. We seek to protectraaliectual property rights through a combinatadrpatent, trademark, copyright and trade
secret protection laws in the PRC and other juctgmhis, as well as through confidentiality agreeta@md procedures with our employees,
partners and others. The intellectual propertytsgte own include: (1) 12 patents relating to awppietary technology; (2) 137 registered
domain names, including YY.com, Duowan.com, 100.cGmnaduo.com and Edu24oL.com; (3) registered dghts to 123 software
programs developed by us relating to various aspEfatur operations, including voice software, gamplkatform, general support and user
management; and (4) 209 trademarks and servicesrf@riur brands and logos in China and oversaakjding YY and certain Chinese loc
relating to Duowan and YY. As of December 31, 2044 ,had filed 215 patent applications coveringaiarproprietary technologies and 277
trademark applications in China and overseas.

PRC Regulation

Certain areas related to the internet, such asaelmunications, internet information services, @ions to the international
information networks, internet information secusdlyd censorship and online game operations, amred\extensively by a number of existing
laws and regulations issued by various PRC govemtethauthorities, including:

« the Ministry of Industry and Information Technolggy the MIIT;
« the Ministry of Culture, or the MOC;

« the General Administration of Press and Publicatiorthe GAPP;
« the State Administration for Radio, Film and Teton, or the SARFT,;
« the National Copyright Administration, or the NCA,

« the State Administration for Industry and Commenrehe SAIC;
« the State Council Information Office, or the SCIO;

« the Ministry of Commerce, or the MOFCOM,;

- the Bureau of Protection of State Secrets;

o the Ministry of Public Security; and

« the State Administration of Foreign Exchange, er SAFE.

As the online social platform and online game indes are still at an early stage of developmer@hima, new laws and regulations
may be adopted from time to time to require newrlges and permits in addition to those we currdrathie. There are substantial uncertainties
on the interpretation and implementation of anyenirand future Chinese laws and regulations, @iotythose applicable to the online social
platform and online game industries. See "D. Ria&térs—Risks Related to Doing Business in China—ddiainties in the interpretation and
enforcement of Chinese laws and regulations caonli the legal protections available to you and' O$is section sets forth the most import
laws and regulations that govern our current bssiretivities in China and that affect the dividepdyment to our shareholders.
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Regulation on Telecommunications Services and FgreiOwnership Restriction

The Telecommunications Regulations, which becarfeztie on September 25, 2000, are the core ragnkabn telecommunications
services in China. The Telecommunications Reguiatget out basic guidelines on different typesEfdommunications business activities,
including the distinction between "basic telecominations services" and "value-added telecommurminatservices." According to the
Catalog of Telecommunications Business (2003 Amemd)nimplemented on April 1, 2003 and attachethéoTelecommunications
Regulations, internet information services are degemtype of valuedded telecommunications services. The Telecomratioits Regulation
require the operators of value-added telecommunitaservices to obtain value-added telecommuricatbusiness operation licenses from
MIIT or its provincial delegates prior to the commeement of such services. Under these regulatibtie value-added telecommunications
services offered include mobile network informatgmrvices, the operation license for value-addietdenmunications business must include
the provision of such services in its covered scpe currently, through Guangzhou Huaduo, our PBtSalidated affiliated entity, hold an
ICP license, a sub-category of the value-addeddeatenunications business operation license, covénagrovision of internet and mobile
network information services, issued by the Guangdaranch of the MIIT on February 10, 2012.

The Regulations for the Administration of Foreigrn«sted Telecommunications Enterprises, or the R&gulations, which took
effect on January 1, 2002 and were amended on8bptel0, 2008, are the key regulations that regutatign direct investment in
telecommunications companies in China. The FITEURgmns stipulate that the foreign investor oé¢ommunications enterprise is
prohibited from holding more than 50% of the equitterest in a foreign-invested enterprise thavjoles value-added telecommunications
services, including provision of internet contévibreover, such foreign investor shall demonstragead track record and experience in
operating value-added telecommunications servidesvapplying for the value-added telecommunicatmrsness operation license from the
MIIT.

On July 13, 2006, the MIIT issued the Circular dre8gthening the Administration of Foreign Investria Value-added
Telecommunications Services, or the MIIT Circul@0@, which requires that (a) foreign investors caly operate a telecommunications
business in China through establishing a teleconications enterprise with a valid telecommunicatibnosiness operation license; (b) dome
license holders are prohibited from leasing, tramgfg or selling telecommunications business dpmrdicenses to foreign investors in any
form, or providing any resource, sites or faciitie foreign investors to facilitate the unlicenspération of telecommunications business in
China; (c) value-added telecommunications serviogigers or their shareholders must directly owadiomain names and registered
trademarks they use in their daily operationse@hh valueadded telecommunications service provider must tiav@ecessary facilities for |
approved business operations and maintain sudiitieecin the geographic regions covered by iterige; and (e) all value-added
telecommunications service providers should impnoetvork and information security, enact relevafimation safety administration
regulations and set up emergency plans to enstinreand information safety. The provincial comrimations administration bureaus, as
local authorities in charge of regulating telecominations services, (a) are required to ensuregkiating qualified value-added
telecommunications service providers will conduseH-assessment of their compliance with the MIlicular 2006 and submit status reports
to the MIIT before November 1, 2006; and (b) mayoles the value-added telecommunications businessatpn licenses of those that fail to
comply with the above requirements or fail to fgcsiuch non-compliance within specified time limiue to the lack of any additional
interpretation from the regulatory authoritieseinains unclear what impact MIIT Circular 2006 viidlve on us or the other PRC internet
companies with similar corporate and contractuaicstires.

To comply with such foreign ownership restriction® operate our online social platform and onlineng businesses in China thro
Guangzhou Huaduo, which is owned by several PRZeas and Beijing Tuda. Beijing Tuda is owned byskts. David Xueling Li, Tony Bin
Zhao and Jin Cao. Guangzhou Huaduo and Beijing avel®oth controlled by Beijing Huanju Shidai thybua series of contractual
arrangements. See "ltem 7. Major Shareholders afatdrtl Party Transactions—B. Related Party—Conted&rrangements with Beijing
Tuda." Moreover, Guangzhou Huaduo is the registeodder of a majority of the domain names, tradémaind facilities necessary for daily
operations in compliance with the MIIT Circular BdBased on our PRC legal counsel Fangda Partmeterstanding of the current PRC la
rules and regulations, our corporate structure diempvith all existing PRC laws and regulations wéwer, we were further advised by our
PRC legal counsel that there are substantial ueio&gs with respect to the interpretation and i@pgibn of existing or future PRC laws and
regulations and thus there is no assurance thae€aigovernmental authorities would take a vievsisbent with the opinions of our PRC le
counsel.
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Internet Information Services

The Administrative Measures on Internet Informat®arvices, or the ICP Measures, issued by the Swteacil on September 25,
2000 and amended on January 8, 2011, regulatedkiesion of internet information services. Accorglito the ICP Measures, "internet
information services" refer to services that previiternet information to online users, and aregatized as either commercial services or nol
commercial services. Pursuant to the ICP Measimesnet information commercial service providenalsobtain an ICP license, from the
relevant local authorities before engaging in thevjaling of any commercial internet informationees in China. In addition, if the internet
information services involve provision of news, pedition, education, medicine, health, pharmaceaigianedical equipment and other serv
that statutorily require approvals from other aiddial governmental authorities, such approvals rhastbtained before applying for the
ICP license. Guangzhou Huaduo presently holdsGlfelicense on internet and mobile network infororaservices issued by the Guangdong
branch of the MIIT on February 10, 2012.

Besides, the ICP Measures and other relevant nesaalgo ban the internet activities that constiputalication of any content that
propagates obscenity, pornography, gambling anéme, incite the commission of crimes or infringmn the lawful rights and interests of
third parties, among others. If an internet infotioraservice provider detects information transeuiton their system that falls within the
specifically prohibited scope, such provider mesirtinate such transmission, delete such informationediately, keep records and report to
the governmental authorities in charge. Any provgdeiolation of these prescriptions will lead beetrevocation of its ICP license and, in
serious cases, the shutting down of its internstesys.

Internet Publication and Cultural Product:

The Tentative Measures for Internet Publication Adstration, or Internet Publication Measures, wjeiatly promulgated by the
GAPP and the MIIT on June 27, 2002 and becametaféeon August 1, 2002. The Internet Publicationalsigres imposed a license
requirement for any company that engages in intgraklishing, which means any act by an internfrmation service provider to select, edit
and process content or programs and to make sudbritwr programs publicly available on the intérfide provision of online games is
deemed an internet publication activity; therefame online game operator must (i) obtain an IntePublishing License so that it can directly
offer its online games to the public in the PRC(ipmpublish its online games through a qualiffge@ss entity by entering into an entrustment
agreement.

The Rules for the Administration of Electronic Hahtion, or the Electronic Publication Rules, wesuied by the GAPP on
February 21, 2008 and became effective on AprikD®8. Under the Electronic Publication Rules atiebioregulations issued by the GAPP,
online games are classified as a kind of electrpuoldication, and publishing of online games isuieed to be conducted by licensed electronic
publishing entities that have been issued stanplaiptication codes. Pursuant to the Electronic akibn Rules, if a PRC company is
contractually authorized to publish foreign elentegpublications, it must obtain the approval afdaegister the copyright license contract
with, the GAPP.

We, through Guangzhou Huaduo, obtained an Intétablishing License for the publication of onlinergzs and mobile phone games
on November 7, 2011. For more information on theegguproval by the GAPP, see "—Regulation on OrfBaenes and Foreign Ownership
Restrictions."

Regulation on Online Games and Foreign OwnershipdRections

On June 3, 2010, the MOC promulgated the Provisiddainistration Measures of Online Games, or thdift® Game Measures,
which came into effect on August 1, 2010. The QnlBame Measures governs the research, developnetoparation of online games and
issuance and trading services of virtual curreitcspecifies that the MOC is responsible for thesmeship of imported online games and the
filing of records of domestic online games. Thegadures for the filing of records of domestic oalgames must be conducted with the MOC
within 30 days after the commencement date of tii® operation of such online games or the occuealate of any material alteration of
such online games.
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All operators of online games, issuers of virtualrencies and providers of virtual currency tradsegvices, or Online Game Business
Operators, are required to obtain Internet Cul@peration Licenses. An Internet Culture Operatigehse is valid for three years and in case
of renewal, the renewal application should be stiehi30 days prior to the expiry date of such IggrmAn Online Game Business Operator
should request the valid identity certificate ofrgausers for registration, and notify the publicd@ds ahead of the termination of any online
game operations or the transfer of online gameatiperal rights. Online Game Business Operatorsbse prohibited from (a) setting
compulsory matters in the online games without gases' consent; (b) advertising or promoting thiéhe games that contain prohibited
content, such as anything that compromise statgigeor divulges state secrets; and (c) induciaghg users to input legal currencies or vir
currencies to gain online game products or serylmgsvay of random draw or other incidental medinalso states that the state cultural
administration authorities will formulate the contgary clauses of a standard online game serviceeagent, which have been promulgated or
July 29, 2010 and are required to be incorporattmthe service agreement entered into betwee@tiiae Game Business Operators, with no
conflicts with the rest of clauses in such serggeeements. Guangzhou Huaduo holds a valid Int€uktre Operation License that was last
updated in December 2013.

On July 11, 2008, the General Office of the Statariil promulgated the Regulation on Main Functjdngernal Organization and
Staffing of the GAPP, or the Regulation on Threevidions. On September 7, 2009, the Central Orgdiniz Establishment Commission
issued the corresponding interpretations, or therpmetations on Three Provisions. The Regulatioifloree Provisions and the Interpretation
on Three Provisions granted the MOC overall judsdn to regulate the online gaming industry, arghted the GAPP the authority to issue
approvals for the internet publication of onlinergss. Specifically, (a) the MOC is empowered to adstiate online games (other than the pre
examination and approval before internet publicatbonline games); (b) subject to the MOC's ovexdiministration, GAPP is responsible for
the pre-examination and approval of the intern&lipation of online games; and (c) once an onliamg is launched, the online game will be
only administrated and regulated by the MOC. Ow 1dl, 2013, the General Office of the State Coum@mulgated the Provisions on the
Main Responsibilities, Internal Institutions an@ffihg of GAPP, or the ThreBecision Provisions, which reiterates the restitsi stipulated i
the Regulation on Three Provisions. On Novemb@0171, Guangzhou Huaduo obtained an Internet Purdjdticense for the publication of
online games and mobile phone games. The onlinegam currently offer are domestically produced ggnand are published by third par
qualified to publish online games. As of March 3Q15, approximately 58% of the online games avkdlah YY Client were filed with the
GAPP as electronic publications, and the othergw8ll undergoing the filing process.

On September 28, 2009, the GAPP, the NCA and thiema Working Group to Eliminate Pornography aliégal Publications
jointly issued the Circular on Consistent Implenagioin of the Stipulation on the Three Determinadiofithe State Council and the Relev
Interpretations of the State Commission for PuBkctor Reform and the Further Strengthening oPtteeapproval of Online Games and the
Approval and Examination of Imported Online Garm@sCircular 13. Circular 13 explicitly prohibitsrieign investors from directly or
indirectly engaging in online gaming business inn@hincluding through variable interest entityustures, or VIE Structures. Foreign inves
are not allowed to indirectly control or participah PRC operating companies' online game opegtighether (a) by establishing other joint
ventures, entering into contractual arrangemengsavriding technical support for such operating pamies; or (b) in a disguised form such as
by incorporating or directing user registrationgtuaccount management or game card consumptiowiitte gaming platforms that are
ultimately controlled or owned by foreign compani€gcular 13 reiterates that the GAPP is respdedir the examination and approval of
import and publication of online games and stédtas downloading from the internet is consideredilalipation activity, which is subject to
approval from the GAPP. Violations of Circular 18lwesult in severe penalties.

For detailed analysis, see "D. Risk Factors—Ris&kafed to Our Corporate Structure and Our Indusifye-may be adversely
affected by the complexity, uncertainties and clearig PRC regulation of internet business and coiepd

Anti-fatigue Compliance System and Real-name RegistnatBystem

On April 15, 2007, in order to curb addictive omligame-playing by minors, eight PRC governmentaiites, including the GAPP,
the Ministry of Education, the Ministry of Publi@&urity and the MIIT, jointly issued a circular tédng the implementation of an anti-fatigue
compliance system and a real-name registratiorsyby all PRC online game operators. Under thefatijue compliance system, three hc
or less of continuous playing by minors, definedjasie players under 18 years of age, is considereé "healthy", three to five hours is
deemed "fatiguing"”, and five hours or more is degfumhealthy.” Game operators are required to redle value of in-game benefits to a
game player by half if it discovers that the amaoofra time a game player spends online has reatieetdatiguing” level, and to zero in the
case of the "unhealthy" level.
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To identify whether a game player is a minor angtbubject to the anti-fatigue compliance systereakname registration system
should be adopted to require online game playemsdister their real identity information beforapihg online games. Pursuant to a notice
issued by the relevant eight government authoritreguly 1, 2011, online game operators must sutiraitdentity information of game players
to the National Citizen Identity Information Centarsubordinate public institution of the Ministif/Public Security, for verification as of
October 1, 2011.

We have developed and implemented an anti-fatigdecampulsory real-name registration system imatlonline games, and will
cooperate with the National Citizen Identity Infation Center to launch the identity verificatiors®m upon the issuance of relevant
implementing rules. For game players who do notigeverified identity information, we assume thiay are minors under 18 years of ag:
order to comply with the anti-fatigue rules, we gptour system so that after three hours of plagingonline games, minors only receive half
of the virtual items or other in-game benefits teuld otherwise earn, and after playing for méwantfive hours, minors would receive no in-
game benefits. These restrictions could limit caility to increase our online games business anmimprs. Furthermore, if these restrictions
were expanded to apply to adult game players iffiuttuge, our online games business could be mé#liedad adversely affected. See "D. Risk
Factors—Risks Related to Our Corporate Structude@ur Industry—Intensified government regulatiortted internet industry in China could
restrict our ability to maintain or increase ouewukevel or the level of user traffic to our YY titarm.

Virtual Currency

On January 25, 2007, the Ministry of Public Segutithe MOC, the MIIT and the GAPP jointly issuediecular regarding online
gambling which has implications for the issuance age of virtual currency. To curtail online gantiest involve online gambling while
addressing concerns that virtual currency mightdesl for money laundering or illicit trade, thecaiar (a) prohibits online game operators
from charging commissions in the form of virtuat@ncy in connection with winning or losing of gasnéb) requires online game operators tc
impose limits on use of virtual currency in guegsamd betting games; (c) bans the conversion tfalicurrency into real currency or prope
and (d) prohibits services that enable game plagetrmnsfer virtual currency to other players.cbonply with the relevant section of the
circular that bans the conversion of virtual cueseimto real currency or property, in relation taine music and entertainment, our virtual
currency currently can only be used by users thamge into virtual items to be used to show supfoonperformers or gain access to privile
and special features in the channels which arécgsrin nature instead of "real currency or prope®nce the virtual currency is exchangec
users for virtual items or the relevant privilegemvices, the conversion transaction is completeldige immediately cancel the virtual item in
our internal system. In the case of virtual iterasdias gifts to performers, we cancel the virtiegahs and record corresponding points for the
benefit of the performers and the channel ownehngclware then used as basis for the revenue-sheainglation pursuant to arrangements
among us, certain popular performers and channeéowy

In February 2007, 14 PRC regulatory authoritiest|giissued a circular to further strengthen thersight of internet cafes and online
games. In accordance with the circular, the Pepplahk of China, or PBOC, has the authority to l&gwirtual currency, including: (a) setti
limits on the aggregate amount of virtual curretigat can be issued by online game operators anatioeint of virtual currency that can be
purchased by an individual; (b) stipulating thatwel currency issued by online game operatorsocdéynbe used for purchasing virtual prodt
and services within the online games and not fochpasing tangible or physical products; (c) reaugjrihat the price for redemption of virtual
currency shall not exceed the respective originatipase price; and (d) banning the trading of airturrency.

On June 4, 2009, the MOC and the MOFCOM jointlpéska notice to strengthen the administration iiergame virtual currency.
The Virtual Currency Notice requires businesses (@isissue online game virtual currency (in thexfef prepaid cards and/or pre-payment or
prepaid card points), or (b) offer online gameuaittcurrency transaction services to apply for apakfrom the MOC through its provincial
branches within three months after the issuantkeohotice. The Virtual Currency Notice prohibitssmesses that issue online game virtual
currency from providing services that would enghketrading of such virtual currency. Any busintest fails to submit the requisite
application will be subject to sanctions, includimgthout limitation, mandatory corrective measuaesl fines.

Under the Virtual Currency Notice, an online gariréual currency transaction service provider meaisisiness providing platform
services relating to trading of online game virtaatrency among game users. The Virtual Currenaycldurther requires an online game
virtual currency transaction service provider tonpdy with relevant e-commerce regulations issuetheyMOFCOM. According to the
Guiding Opinions on Online Trading (Interim) issugdthe MOFCOM on March 6, 2007, online platfornmveéees are trading services
provided to online buyers and sellers through amaer information system operated by the serviowiger.
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The Virtual Currency Notice regulates, among othtérs amount of virtual currency a business cameisthe retention period of user
records, the function of virtual currency and taturn of unused virtual currency upon the termaratif online services. It prohibits online
game operators from distributing virtual items otual currency to players based on random seledticough lucky draw, wager or lottery
which involves cash or virtual currency directlyigohy the players. The Virtual Currency Notice b#ms issuance of virtual currency by game
operators to game players through means othemhiahases with legal currency. Any business thasdmt provide online game virtual
currency transaction services is required to ategtnical measures to restrict the transfer ofnenjame virtual currency among accounts of
different game players.

In addition, the Online Game Measures promulgatetiine 2010 further provide that (i) virtual cuegmay only be used to purchz
services and products provided by the online semprovider that issues the currency; (ii) the psgpof issuing virtual currency shall not be
malicious appropriation of the user's advance payngi) the storage period of online gamers' fhase record shall not be shorter than
180 days; (iv) the types, price and total amountifial currency shall be filed with the cultuaedministration department at the provincial
level. The Online Game Measures stipulate thati@irturrency service providers may not providewdglicurrency transaction services to
minors or for online games that fail to obtain ttezessary approval or filings, and that such pergighould keep transaction records,
accounting records and other relevant informataorits users for at least 180 days.

Online Music and Entertainment

On November 20, 2006, the MOC issued Several Stiggesof the MOC on the Development and Administrabf Internet Music,
or the Suggestions, which became effective ondhsesdate. The Suggestions, among other thingsratgtthe requirement for an internet
service provider to obtain an Internet Culture @gien License to carry out any business relatinigtiernet music products. In addition, fore
investors are prohibited from operating interndture businesses. However, the laws and regulatiariaternet music products are still
evolving, and there have not been any provisioasfging whether music products will be regulatgdtbe Suggestions or how such regulatior
would be carried out.

On August 18, 2009, the MOC promulgated the NaticéStrengthening and Improving the Content Revie®@mine Music, or the
Online Music Notice. According to the Online Musiotice, only "internet culture operating entitiegdproved by the MOC may engage in the
production, release, dissemination (including pdong direct links to music products) and importataf online music products. The content of
online music shall be reviewed by or filed with M©C. Internet culture operating entities shoulthkbsh a strict self-monitoring system of
online music content and set up a special depattmeamarge of such monitoring.

Guangzhou Huaduo holds a valid Internet Culturer@jn License covering our provision of online meuslore than 99% of the
music offered on our websites is sung by grassipat®rmers along with recorded music. If any mysmvided through our platform is found
to lack necessary filings and/or approvals, we ¢t requested to cease providing such music subject to claims from third parties or
penalties from the MOC or its local branches. S2eRisk Factors—Risks Related to Our Corporatectine and Our Industry—If our PRC
consolidated affiliated entities fail to obtain amdintain the requisite licenses and approvalsiredquinder the complex regulatory
environment for internet-based businesses in Cloimabusiness, financial condition and resultspdrations may be materially and adversely
affected." Moreover, the unauthorized posting direxmusic on our platform by third parties may ese us to the risk of administrative
penalties and intellectual property infringemenigaits. See "D. Risk Factors—Risks Related to QusilBess—We may be held liable for
information or content displayed on, retrieved frorinked to our platform, or distributed to owens, and PRC authorities may impose legal
sanctions on us, including, in serious cases, sulpg or revoking the licenses necessary to opewat@latform” and "PRC Regulation—
Intellectual Property Rights—Copyright Law."

In 2011, the MOC greatly intensified its regulatimithe provision of online music products. Accaglio the series of Notices on
Clearing Online Music Products that are in Violatiof Relevant Regulations promulgated by the MQ@eiJanuary 7, 2011, entities that
provide any the following will be subject to relexgenalties or sanctions imposed by the MOC: f¢ij)e music products or relevant services
without obtaining corresponding qualifications, {{mported online music products that have not ph#se content review of the MOC or
(c) domestically developed online music productd trave not been filed with the MOC. Thus far, weédve that we have eliminated from our
platform any online music products that may falbithe scope of those prohibited online music petelthereunder.
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Online Transmission of Audio-Visual Programs

The Measures for the Administration of PublicatadmAudio-Visual Programs through Internet or Oth@ormation Network, or the
Audio-Visual Measures, promulgated by the SARFToly 6, 2004 and put into effect on October 11,£Gpply to the activities relating to
the opening, broadcasting, integration, transmiseiodownload of audio-visual programs using ing¢or other information network. Under
the Audio-Visual Measures, to engage in the busiésransmitting audio-visual programs, a liceisseed by SARFT is required. Foreign
invested enterprises are not allowed to carry oct $usiness.

On April 13, 2005, the State Council promulgategl @ertain Decisions on the Entry of the Non-stateed Capital into the Cultural
Industry. On July 6, 2005, five PRC governmentdhairities, including the MOC, the SARFT, the GARR CSRC and the MOFCOM, joint
adopted the Several Opinions on Canvassing Foteigrstment into the Cultural Sector. Accordinghtese regulations, non-state-owned
capital and foreign investors are not allowed tgagye in the business of transmitting audio-viswagmms through information networks.

To further regulate the provision of audio-visuedgram services to the public via the internetiuding through mobile networks,
within the territory of the PRC, the SARFT and MHT jointly promulgated the Administrative Provigis on Internet Audio-Visual Program
Service, or the Audio-Visual Program ProvisionsOmtember 20, 2007, which came into effect on JgnBd, 2008. Providers of internet
audio-visual program services are required to atadiicense for Online Transmission of Audio-Viskabgrams issued by SARFT, or
complete certain registration procedures with SARRTgeneral, providers of internet audio-visualgnam services must be either statered
or state-controlled entities, and the businesstodsried out by such providers must satisfy theralv planning and guidance catalog for
internet audio-visual program service determine@BRFT. In a press conference jointly held by SARIRH MIIT to answer questions
relating to the Audio-Visual Program Provisiong=ebruary 2008, SARFT and MIIT clarified that prosid of internet audio-visual program
services who engaged in such services prior tpitbmulgation of the Audio-Visual Program Provisi@re eligible to register their business
and continue their operation of internet audisual program services so long as those providiersot violate the relevant laws and regulati
in the past. On May 21, 2008, SARFT issued a Naiit®elevant Issues Concerning Application and Apak of License for the Online
Transmission of Audio-Visual Programs, which furtBets out detailed provisions concerning the apptin and approval process regarding
the License for Online Transmission of Audio-VisBabgrams. The notice also states that provideirst@fnet audio-visual program services
that engaged in such services prior to the prontiolgaf the Audio-Visual Program Provisions areyidie to apply for the license so long as
their violation of the laws and regulations is miffoscope and can be rectified in a timely mararet they have no records of violation during
the last three months prior to the promulgatiothef Audio-Visual Program Provisions. Further, onréfe31, 2009, SARFT promulgated the
Notice on Strengthening the Administration of then€nt of Internet Aud-Visual Programs, which reiterates the pre-approsgliirements
for the audio-visual programs transmitted via titerinet, including through mobile networks, wheppleable, and prohibits certain types of
internet audio-visual programs containing violermanography, gambling, terrorism, superstitiomtirer similarly prohibited elements.

On March 17, 2010, the SARFT issued the Internatidwisual Program Services Categories (Provisipmalthe Provisional
Categories, which classified internet audio-viqualgram services into four categories.

Guangzhou Huaduo holds a valid License for Onliren$mission of Audio-Visual Programs with the besmclassification of
converging and play-on-demand service for certaidskof audio-visual programs—Iliterary, artistidaantertaining—as prescribed in the
Provisional Categories.

Production of Radio and Television Progran

On July 19, 2004, the SARFT issued the Regulationhe Administration of Production of Radio andelgsion Programs, or the
Radio and TV Programs Regulations, which beconectffe on August 20, 2004. The Radio and TV ProgrR®gulations require any entit
engaging in the production of radio and televigioograms to obtain a license for such businesses fihe SARFT or its provincial branches.
Entities with the License for Production and Operabf Radio and TV Programs must conduct theilif®ess operations strictly in compliance
with the approved scope of production and operatard these entities (except radio and TV stationst not produce radio and TV programs
regarding current political news or similar subgect
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Guangzhou Huaduo holds an effective License fod&rtion and Operation of Radio and TV Programsigdson October 8, 2011,
covering the production, reproduction and publmaf broadcasting plays, TV dramas, cartoons (ke production), special subjects,
special columns (excluding current political newategiory) and entertainment programs.

Regulation on Internet Bulletin Board Service

On November 6, 2000, the MIIT promulgated the Adstiative Measures on Internet Bulletin Board Seasi or BBS Measures, which
required commercial internet information serviceymlers which provide bulletin boards, discussiorufns, chat rooms or similar services, or
BBS services, to obtain specific approval fromt¢benpetent telecommunications authorities. Commekirtiernet information service provide
are also required to conspicuously display theR li€ense numbers and the rules of the BBS andrmmiers of the possible legal liabilities
and consequences for posting improper commentsoddth the BBS Measures were abandoned in July Bp1le State Council, certain
telecommunication authorities still require onlimdletin board services be itemized in ICP liceifisa ICP license holder intends to provide
such services.

Online Education Services

On July 5, 2000, the Ministry of Education promuéghthe Measures for the Administration of EduaeidNebsites and Online
Schools. Accordingly, an entity that operates etiacal websites and online schools is requireditimio prior approval from the competent
administrative educational authorities. Educatiomabsites are defined as institutions which esthldnline information databases by
collecting, editing and storing educational infotioa or establish online platform and search tdotseducational purposes, and which provide
public educational information to website visitorsusers through the internet or educational T¥eta. These measures also include specific
provisions regarding the qualifications and proceddor obtaining the approval for operating ediocet websites. We currently offer some
education-related services on our platform and twénained approval from relevant authorities tovjpte online education content on
edu.YY.com and 100.com, on January 17, 2013 andadgri6, 2014, respectively. In addition, we acegiiEdu24oL.com, an online eduation
website in the fourth quarter of 2014, and intemdyply for the approval for Edu24oL.com to provaidine education content as its business
requires.

Regulation on Advertising Business and Conditions Boreign Investmen

The SAIC is the primary governmental authority dagng advertising activities in China. Regulatighat apply to advertising
business primarily include:

« Advertisement Law of the People's Republic of Chpramulgated by the Standing Committee of the dyeti People's Congress on
October 27, 1994 and effective since February 251

« Administrative Regulations for Advertising, promatgd by the State Council on October 26, 1987 #edteve since December 1,
1987; anc

« Implementation Rules for the Administrative Regialias for Advertising, promulgated by the State Gouon January 9, 1988 and
amended on December 3, 1998, December 1, 2000 eveiiber 30, 2004, respective

According to the above regulations, companiesdhgtge in advertising activities must each obfeam the SAIC or its local
branches, a business license which specificalljdes operating an advertising business in itsn@ss scope. An enterprise engaging in
advertising business within the specificationgsrbiusiness scope does not need to apply for artaing operation license, provided that s
enterprise is not a radio station, television statnewspaper or magazine publisher or any othéy etherwise specified in the relevant laws
or administrative regulations. Enterprises condgctidvertising activities without such a licenseyrba subject to penalties, including fines,
confiscation of advertising income and orders @seeadvertising operations. The business licenaa aflvertising company is valid for the
duration of its existence, unless the license $pended or revoked due to a violation of any reielaws or regulations.
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PRC advertising laws and regulations set certaimert requirements for advertisements in Chindutting, among other things,
prohibitions on false or misleading content, sugtéré wording, socially destabilizing content ontent involving obscenities, superstition,
violence, discrimination or infringement of the fiabnterest. Advertisers, advertising agenciesl advertising distributors are required to
ensure that the content of the advertisementsptepare or distribute is true and in complete céanpke with applicable laws. In providing
advertising services, advertising operators anediding distributors must review the supportinguaiments provided by advertisers for
advertisements and verify that the content of theeetisements complies with applicable PRC lawsragdlations. Prior to distributing
advertisements that are subject to government cgimigoand approval, advertising distributors arkgaited to verify that such censorship has
been performed and approval has been obtainedatitiolof these regulations may result in penaltieduding fines, confiscation of
advertising income, orders to cease disseminafitinecadvertisements and orders to publish an #ideerent correcting the misleading
information. Where serious violations occur, thelGAr its local branches may revoke such offendieeshses or permits for their advertising
business operations.

Under the Administrative Regulations on Foreigndsied Advertising Enterprises, promulgated in 280&e is no longer any
maximum foreign shareholding percentage restrictipplicable to foreign-invested advertising entisgs. However, foreign investors are
required to have at least three years prior expeei®f operating an advertising business outsidehafia as their main business before
receiving approval to directly own a 100% intefiesin advertising company in China. Foreign investeith at least two years prior experie
of operating an advertising business outside Chstlneir main business are allowed to establisinayenture with domestic advertising
enterprises to operate an advertising businessiimaC

Intellectual Property Rights
Software Registration

The State Council and the NCA have promulgatecuariules and regulations and rules relating téeptmn of software in China.
According to these rules and regulations, softveavaers, licensees and transferees may registerritefs in software with the SCB or its
local branches and obtain software copyright regfisin certificates. Although such registratiomat mandatory under PRC law, software
owners, licensees and transferees are encouragedoough the registration process and registeoftvare rights may be entitled to better
protections. For the number of software programsvliich we had registered rights as of Decembef814, see "ltem 4. Information on the
Company—B. Business Overview—Intellectual Propérty.

Patents

The National People's Congress adopted the PatenbE the People's Republic of China in 1984 andraded it in 1992, 2000 and
2008, respectively. A patentable invention, utilitpdel or design must meet three conditions: ngyaltentiveness and practical applicability.
Patents cannot be granted for scientific discoserides and methods for intellectual activitiegtinods used to diagnose or treat diseases,
animal and plant breeds or substances obtainedelysnof nuclear transformation. The Patent Offiuden the State Intellectual Property
Office is responsible for receiving, examining approving patent applications. A patent is validddwenty-year term for an invention and a
ten-year term for a utility model or design, stagtfrom the application date. Except under cerspiecific circumstances provided by law, any
third party user must obtain consent or a propenie from the patent owner to use the patentseitiee use will constitute an infringement of
the rights of the patent holder. For the numbegraiénts we had and the number of patent applicati@made as of December 31, 2014, see
"ltem 4. Information on the Company—B. Business Qieav—Intellectual Property."

Copyright Law
The Copyright Law of the People's Republic of Chipramulgated in 1990 and amended in 2001 and 281®¢e Copyright Law, and
its related implementing regulations, promulgate@002 and amended in 2013, are the principal Eawisregulations governing the copyright

related matters. The amended Copyright law coveesnet activities, products disseminated oveiiriternet and software products, among the
subjects entitled to copyright protections. Regisbn of copyright is voluntary, and is adminise@by the China Copyright Protection Center.
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To further clarify some key internet copyright issuon November 27, 2012, the PRC Supreme Pe@uals promulgated the
Regulation on Several Issues Concerning Applicablgs on Trial of Civil Disputes over the Infringenteof Information Network
Transmission Right, or the 2013 Regulation. The32R&gulation took effect on January 1, 2013, apthoed the Interpretations on Some
Issues Concerning Applicable Laws for Trial of Diggs over Internet Copyright that was initially atid in 2000 and subsequently amended
in 2004 and 2006. Under the 2013 Regulation, whariternet information service provider work iroperation with others to jointly provide
works, performances, audio and video products athvthe right holders have information network smamission right, such behavior will
constitute joint infringement of third parties' @ammation network transmission right, and the PR@rtshall order such internet information
service provider to assume join liability for sunfringement. If an internet information servicepider can prove that it has only provided
network services through automatic access, autortratismission, data storage space, search fusgtioks, document sharing technology,
etc., and thereby argues that it has not beenvedadh any alleged joint infringement, the PRC ¢ainall find in favor of such internet
information service provider. If an internet infaation service provider fails to delete, block, distect or take other necessary measures, or
it provides technological support or other aid witdmows or should have known of the network ssifringement on the information
network transmission right, the PRC court shallifihat such aid constitutes contributory infringam&he PRC court shall determine whether
an internet information service provider is liafide abetting or contributory infringement accordiogts findings on the degree of fault of the
internet information service provider. The faulttbé internet information service provider is detered according to various criteria, including
situations where such provider knew or should Hanevn of the network user's infringement againstltparty's information network
transmission right. If an internet information seevprovider can prove it has adopted fairly reatda and effective technological measures,
and yet still finds it difficult to discover infrgement against information network transmissiordoated by the network user, the PRC court
shall find such provider to be not at fault. Whareinternet information service provider promotepydar video and films through setting up a
list, directory, index, descriptive paragraph, fing or other means of recommendation, and theipegh download, browse or acquire them
through other methods directly from the internébimation service provider's webpage, the PRC amary find that such provider knew of the
network user's infringement on the information ratatransmission right of others.

Under the Copyright Law and its implementation sykenyone infringing upon the copyrights of othisrsubject to various civil
liabilities, which include stopping the infringentealiminating the damages, apologizing to the cigyby owners and compensating the
copyright owners for such owners' actual and oiteses resulting from such infringement. If theuattoss of the copyright owner is difficult
to calculate, the income received by the offendea eesult of the copyright infringement shall leehed to be the actual loss; or if such inc
is in itself difficult to calculate, the relevanRE court may decide the amount of the actual lpstlRMB500,000 for each infringement.

To address the problem of copyright infringemetrdtszl to content posted or transmitted on the etiethe PRC National Copyright
Administration and MIIT jointly promulgated the Maares for Administrative Protection of Copyrighti&ed to Internet on April 29, 2005.
These measures, which became effective on May@Ih,2apply to acts of automatically providing seed such as uploading, storing, linking
or searching works, audio or video products, oeptontents through the internet based on theuictsbns of internet users who publish
contents on the internet, or the Internet ConteoviBers, without editing, amending or selecting atored or transmitted content. When
imposing administrative penalties upon the act wirdringes upon any users' right of communicatimough information networks, the
Measures for Imposing Copyright Administrative Fgas, promulgated in 2009, shall be applied.

Where a copyright holder finds that certain intércentent infringes upon its copyright and sendstice to the relevant internet
information service operator, the relevant inteinfirmation service operator is required to (iymediately take measures to remove the
relevant contents, and (ii) retain all infringemantices for six months and to record the contigplay time and IP addresses or the domain
names related to the infringement for 60 days. rAdtey content is removed by an internet informatiervice operator according to the notice
of a copyright holder, the content provider mayivdla counter-notice to both the internet inforimatservice operator and the copyright
holder, stating that the removed content doesnfohge upon the copyright of other parties. Aftiee delivery of such counter-notice, the
internet information service operator may immedyateinstate the removed contents and shall nat &éministrative legal liability for such
reinstatement.

An internet information service operator may bejascito cease-and-desist orders and other adnatiisrpenalties such as
confiscation of illegal income and fines, if itdkearly aware of a copyright infringement throuk tnternet or, although not aware of such
infringement, it fails to take measures to remalevant content upon receipt of the copyright oveneotice of infringement and, as a result,
damages public interests. Where there is no evalenmdicate that an internet information senaperator is clearly aware of the existence of
copyright infringement, or the internet informatiservice operator has taken measures to remowargleontents upon receipt of the copyr
owner's notice, the internet information servicevter shall not bear the relevant administrategal liabilities.
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On May 18, 2006, the State Council issued the Btiote of the Right of Communication through Infortioa Network, which took
effect on July 1, 2006 and amended on January@®B.2Jnder this regulation, an internet informatsamvice provider may be exempt from
indemnification liabilities under the following cinmstances:

« any internet information service provider that pdes automatic internet access service upon ingingfrom its users or provides
automatic transmission service for works, perforogsnand audio-visual products provided by its uaersot required to assume
indemnification liabilities if (a) it has not chaser altered the transmitted works, performanceaardio-visual products and (b) it
provides such works, performances and audio-vistaaucts to the designated users and preventsexggrpother than such
designated users from obtaining acc

« any internet information service provider that, flee sake of improving network transmission efficig, automatically stores and
provides to its own users the relevant works, perémces and audio-visual products obtained fromadimgr internet information
service providers, are not required to assumenthennnification liabilities if (a) it has not altet@any of the works, performance or
audio-visual products that are automatically stp(bjlit has not affected such original internébimation service provider in holding
the information about where the users obtain tteyaamt works, performance and audio-visual produats (c) when the original
internet information service provider revises, tideor shields the works, performances and avidioal products, it will automatical
revise, delete or shield the sar

« any internet information service provider that pd@s its users with information memory space fahsusers to provide the works,
performances and audio-visual products to the gépeblic via an informational network are not riegd to assume the
indemnification liabilities if (a) it clearly indates that the information memory space is providdatie users and publicizes its own
name, contact person and web address; (b) it leslteoed the works, performance and audio-visuadipcts that are provided by the
users; (c) it is not aware of or has no reasomtimkthat the works, performances and audio-visuadycts provided by the users
infringe upon the copyrights of others; (d) it ma directly derived any economic benefit from fhneviding of the works,
performances and audio-visual products by its yusers (e) after receiving a notice from the coplytigolder, it promptly deletes the
allegedly infringing works, performances and arvisual products pursuant to the relevant regula

Since 2005, the NCA, together with certain otheCRf®vernmental authorities, have jointly launchedual campaigns specifically
aimed to crack down on internet copyright infringerhand piracy in China; these campaigns normadly/for three to four months every year.
According to the Notice of 2010 Campaign to CrackuD on Internet Infringement and Piracy promulgdigdhe NCA, the Ministry of Publi
Security and the MIIT on July 19, 2010, the 201Mpaign mainly targeted internet audio and vide@@ams, literature websites, online
games, animation, software and art works relate&shienghai World Expo and Guangzhou Asian Gamesn®tire 2010 campaign, starting
from late July to the end of October 2010, the llbcanches of NCA focused on popular movies andséNes, newly published books, online
games and animation, music and software and vaiflegal activities, including, for example, illelgaploading or transmission of a thirty
party's works without proper license or permissgales of pirated audio-video and software throeqglommerce platforms, providing search
links, information storage, web hosting or interaetess services for third parties engaging in igpl/infringement or piracy of copyrighted
works and the infringement by use of mobile meltizserious cases, the operating permits of the ile=bsngaging illegal activities were
revoked, and such websites were ordered to shub.dow

We have adopted measures to mitigate copyrighniggment risks. For instance, we have establishedtine reporting and
registration system that is updated on a month§yshand we require performers, channel ownersiaats to acknowledge and agree that
(a) they would not perform or upload copyrightedtemt without proper authorization and (b) thattid! indemnify us for any relevant
copyright infringement claims in relation to thautivities on our platform.
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If, despite these precautions, such proceduresofaiifectively prevent unauthorized posting or ageopyrighted content or the
infringement of other third party rights on YY diatm, and the PRC courts find that certain saféotiaexemptions under PRC laws are not
applicable to us because, for instance, a couttfihat we knew or should have known about sucmggment or that we have directly deri
economic benefits from allowing such infringemecti\aties on our platform, we may be held jointigdaseverally liable with the performers,
channel owners or other infringement parties insiaitg initiated by the relevant third party cop¥titnolders or authorized users. Moreover, wi
may be held directly liable for the infringementiaities of such performers or channel owners onMatform, if the PRC courts view them as
our employees or agents, deem us to have contesltbeir activities on our platform and the contitrgty upload or otherwise make available
on our platform, and determine that we have knolyingloaded such infringing contents on our platioSee "D. Risk FactorsRisks Relate
to Our Business—We may be subject to intellectuaperty infringement claims or other allegation$jaet could result in our payment of
substantial damages, penalties and fines, remdvalavant content from our website or seekingrg®arrangements which may not be
available on commercially reasonable terms."

Domain Name

In September 2002, the CNNIC issued the Implemgri@unles for Domain Name Registration setting fakttailed rules for
registration of domain names, which was amendellayn 29, 2012. On November 5, 2004, the MIIT pronaitégl the Measures for
Administration of Domain Names for the Chinese iiné2, or the Domain Name Measures. The Domain Ndmesures regulate the
registration of domain names, such as the firsihignain name ".cn.” On May 28, 2012, the CNNIQigzbthe Measures on Domain Name
Dispute Resolution and relevant implementing rybessuant to which the CNNIC can authorize a domaime dispute resolution institution
decide disputes. For the number of domain name®gistered as of December 31, 2014, see "ltemfdrriration on the Company—B.
Business Overview—Intellectual Property."

Trademark

The PRC Trademark Law, adopted in 1982 and ameinde@93, 2001and 2013, with its implementation sudeopted in 2014,
protects registered trademarks. The Trademark ©fffche SAIC handles trademark registrations aadtg a protection term of ten years to
registered trademarks. Trademark license agreemargsbe filed with the Trademark Office for recafdr the number of trademarks we had
and trademark applications we had made as of Deeegil 2014, see "ltem 4. Information on the ComgpaB. Business Overview—
Intellectual Property."

Internet Infringement

On December 26, 2009, the Standing Committee abNalt People's Congress promulgated the Tort Lath@People's Republic of
China, or the Tort Law, which became effective oly 1, 2010. Under the Tort Law, an internet useaminternet service provider that
infringes upon the civil rights or interests of etk through using the internet assumes tort ligbili an internet user infringes upon the civil
rights or interests of another through using therimet, the person being infringed upon has th# tnotify and request the internet service
provider whose internet services are facilitating infringement to take necessary measures ingdutim deletion, blocking or disconnection of
an internet link. If, after being notified, the@nhet service provider fails to take necessary oreasn a timely manner to end the infringement
it will be jointly and severally liable for any aididnal harm caused by its failure to act. Accogitn the Tort Law, civil rights and interests
include the personal rights and rights of propestich as the right to life, right to health, righthame, right to reputation, right to honor, right
of portraiture, right of privacy, right of maritautonomy, right of guardianship, right to ownershight to usufruct, right to security interests,
copyright, patent right, exclusive right to usedranarks, right to discovery, right to equity inteeand right of heritage, among others.

Regulation of Internet Conten

The PRC government has promulgated measures getatinternet content through a number of governaieagencies, including the
MIIT, the MOC and the GAPP. These measures spadifiprohibit internet activities, such as the gg&n of online games, that result in the
publication of any content which is found to contamong others, propagate obscenity, gamblingodence, instigate crimes, undermine
public morality or the cultural traditions of th&®E, or compromise state security or secrets. IfZ&hlicense holder violates these measures, i
ICP license may be revoked and its websites mahbedown by the relevant government agencies.
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Moreover, according to the Notice on the Work ofiftation of Online Games jointly issued by the I@Qthe MIIT and other
governmental authorities in June 2005, online gam&hina are required to be registered and filedadtware products in accordance with the
Administrative Measures on Software Products, pigated in 2000, and amended in 2009. In additionsyant to the Notice on Enhancing
the Content Review Work of Online Game Productsmuigated by the MOC in 2004, imported online gamm@ssubject to content review by
the MOC prior to being offered to Chinese internsgtrs.

Information Security and Censorshi

Internet content in China is regulated and restdidtom a state security standpoint. Internet corigsain China are required to
complete security filing procedures and regulaggate information security and censorship systemtheir websites with local public
security bureau. The PRC Law on Preservation deSacrets, which became effective on October 10 28quires an internet information
services providers to discontinue disseminatingiaformation that may be deemed to be leaked stteets and to report such incidents in a
timely manner to the state security and public ggcauthorities. Failure to do so in a timely aaequate manner may subject the internet
information services providers to liability and @@n penalties given by the Ministry of State Séguthe Ministry of Public Security and/or t
MIIT or their respective local branches.

On December 13, 2005, the Ministry of Public Segysromulgated Provisions on Technological Meastmesnternet Security
Protection, or the Internet Protection Measurescivtook effect on March 1, 2006. The Internet Betibn Measures requires all internet
information services operators to take proper meascluding anti-virus, data bacip-and other related measures, and keep recomstafn
information about their users (including user rgtion information, log-in and log-out time, IPdadss, content and time of posts by users) fc
at least 60 days and submit the above informatorequired by laws and regulations.

The National People's Congress, China's natiogalégive body, enacted the Decisions on the Magtee of Internet Security on
December 28, 2000, that may subject persons tdralriabilities in China for any attempt to: (iptp improper entry to a computer or system
of strategic importance; (ii) disseminate politigalisruptive information; (iii) leak state secref) spread false commercial information or
(v) infringe upon intellectual property rights.

In 1997, the Ministry of Public Security issued th@ministration Measures on the Security Protectb@omputer Information
Network with Internationally Connections, which piloit using the internet in ways which, among ogheesult in a leakage of state secrets
spread of socially destabilizing content. The Miyi®f Public Security has supervision and inspetfowers in this regard, and relevant local
security bureaus may also have jurisdiction. If@R license holder violates these measures, the@®@R€nment may revoke its ICP license
and shut down its websites.

On December 28, 2012, the Standing Committee oRtétenal People's Congress reiterated relevaasrom the protection of interr
information by issuing the Decision on Strengthgrtime Protection of Network Information, or the 2@ecision. The 2012 Decision distinc
clarified certain relevant obligations of the imtet information service provider. For example, 2042 Decision specifies that the internet
information service provider should take relevaohhical measures and other necessary actionsvergrthe leakage, damage or loss of eacl
user's personal information collected in the inté¢information service provider's operation acigt and shall take remedial measures when
the leakage, damage or loss of the citizen's patsoformation occurs or may possibly occur. Ortadiscovers any transmission or disclosure
of information prohibited by the relevant laws aedulations, the internet information service pdavishall stop transmission of such
information, take measures such as eliminationpikeerelevant record, and reporting to relevanhatities.

To comply with the above laws and regulations, weehestablished an internet information securifyadgnent to implement
measures on information filtering. For example,hage adopted a voice monitor system, and instaltedur platform various alerts on
sensitive words or abnormal activities of usergmnetels or groups. We also have a dedicated tearmtiatains 24-hour surveillance on the
information posted on our platform, with differerategories for monitoring purposes, according tgextt and content. We have also
established and follow a strict review process stodage system of relevant records which, in coatin with various information security
measures, have effectively prevented the publgedignation of statutory prohibited information thgt our websites in the past. We intend to
continue to further update our measurements andrayand work closely with relevant authorities void any violation of relevant laws and
regulations in the future.
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Privacy Protectior

PRC laws and regulations do not prohibit interragttent providers from collecting and analyzing thesers' personal information if
appropriate authorizations are obtained. We requireusers to accept a user agreement wherebyatireg to provide certain personal
information to us. PRC laws and regulations prdhitiernet content providers from disclosing anfpimation transmitted by users through
their networks to any third parties without thaitfzorization unless otherwise permitted by lavarifinternet content provider violates these
regulations, the MIIT or its local bureaus may irsp@enalties and the internet content provider ngaljable for damages caused to its users.

Regulation of Foreign Currency Exchange and DividdrDistribution

Foreign Currency ExchangeThe core regulations governing foreign currencyhexge in China are the Foreign Exchange
Administration Regulations, as amended in Augu§i820@r the FEA Regulations. Under the FEA Regutetjithe Renminbi is freely
convertible for current account items, including thistribution of dividends, interest paymentsgéraand service-related foreign exchange
transactions, but not for capital account itemshsas direct investments, loans, repatriation eéstiments and investments in securities outsic
of China, unless the prior approval of the SAFBhtained and prior registration with the SAFE isdsmaOn August 29, 2008, SAFE
promulgated Circular 142 to regulate the conversioioreign currency into Renminbi by a foreign-@sted enterprise by restricting the ways
in which the converted Renminbi may be used. Cacli#i2 stipulates that the registered capitalfof@ign-invested enterprise that has been
settled in Renminbi converted from foreign curresainay only be used for purposes within the busieespe approved by the applicable
governmental authority and cannot be used for gguvestments within the PRC. Meanwhile, the SARErgthened its oversight of the flow
and use of the registered capital of a foreign-stee enterprise settled in Renminbi converted ffomign currencies. The use of such
Renminbi capital may not be changed without the E&Rpproval, and may not in any case be repayafdnminbi loans if the proceeds of
such loans have not been used. Violations of Gircid2 may lead to severe penalties including héaeg. As a result, Circular 142 may
significantly limit our ability to transfer the nptoceeds from our initial public offering to ouher PRC subsidiaries through Beijing Huanju
Shidai, our wholly owned subsidiary in China, ands may adversely affect our business expansi@hina. We may not be able to convert
the net proceeds into Renminbi to invest in or @egany other PRC companies, or establish othesVEhe PRC.

Dividend Distribution.The Foreign Investment Enterprise Law, promulgatet®86 and amended in 2000, and the Administrative
Rules under the Foreign Investment Enterprise lpmamulgated in 2001, are the key regulations gamgrdistribution of dividends of foreign-
invested enterprises.

Under these regulations, a wholly foreign-investaterprise in China, or a WFOE, may pay dividemly out of its accumulated
profits, if any, determined in accordance with P&€ounting standards and regulations. In addifionNFOE is required to allocate at least
10% of its accumulated profits each year, if anystatutory reserve funds unless its reserves teaahed 50% of the registered capital of the
enterprises. These reserves are not distributaldash dividends. The proportional ratio for withwlal of rewards and welfare funds for
employees shall be determined at the discreticth@WFOE. Profits of a WFOE shall not be distrilduibefore the losses thereof before the
previous accounting years have been made up. Adigtiibuted profit for the previous accounting yearay be distributed together with the
distributable profit for the current accounting gea

Circular 37. Pursuant to SAFE's Notice on Relevant Issues Regléti Domestic Residents' Investment and FinanaimtgRound-Trip
Investment through Special Purpose Vehicles, oriSBFcular 37, issued and effective on July 4, 2@ its appendixes, PRC residents,
including PRC institutions and individuals, musgister with local branches of SAFE in connectiotthviheir direct establishment or indirect
control of an offshore entity, for the purpose wérseas investment and financing, with such PRideats' legally owned assets or equity
interest in domestic enterprises or offshore aswdtgerests, referred to in SAFE Circular 37 dspecial purpose vehicle." SAFE Circular 37
further requires amendment to the registratiom@dvent of any significant changes with respethécspecial purpose vehicle, such as inci
or decrease of capital contributed by PRC indivislushare transfer or exchange, merger, divisiostlogr material event.

In the event that a PRC shareholder holding inteliesa special purpose vehicle fails to fulfiletrequired SAFE registration, the P!
subsidiaries of that special purpose vehicle magrbhibited from making distributions of profit tbe offshore parent and from carrying out
subsequent cross-border foreign exchange actidtidshe special purpose vehicle may be restriotéteir ability to contribute additional
capital into its PRC subsidiary. Further, failunbecomply with the various SAFE registration reqaiemts described above could result in
liability under PRC law for foreign exchange evasidhese regulations apply to our direct and irddishareholders who are PRC residents ar
may apply to any offshore acquisitions and shamesfier that we make in the future if our sharessaged to PRC residents. See "ltem 3. Key
Information—D. Risk Factors—Risks Related to DoBugsiness in China—PRC regulations relating to affsiinvestment activities by PRC
residents may limit our PRC subsidiaries' abilityricrease their registered capital or distributdifs to us or otherwise expose us to liability
and penalties under PRC law."
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We have completed the foreign exchange registratid®RC resident shareholders of Guangzhou Huatuequired by SAFE
Circular 37, for our financings that were compleledore the end of 2010. The SAFE Circular 37 tegfi®n in relation to the issuance of
common shares to Tiger Global Six YY Holdings wampleted on February 6, 2012. Our PRC residentsiotders further updated their
SAFE Circular 37 registrations in March 2015 tdeeff shareholding changes in our company resuftomg our initial public offering

Stock Option RulesThe Administration Measures on Individual ForeigicBange Control were promulgated by the PBOC on
December 25, 2006, and their Implementation Rigssied by the SAFE on January 5, 2007, becametigffean February 1, 2007. Under
these regulations, all foreign exchange matterslugd in employee stock ownership plans and st@tioo plans participated in by onshore
individuals, among others, require approval from SAFE or its authorized branch. Furthermore, thedds on Issues concerning the Foreign
Exchange Administration for Domestic IndividualgtRapating in Stock Incentive Plans of Overseablfly-Listed Companies, or the Stock
Option Rules, were promulgated by SAFE on Febrd&rn2012, that replaced the Application Procedafdsoreign Exchange Administration
for Domestic Individuals Participating in Employ8tock Ownership Plans or Stock Option Plans of €eas Publicly-Listed Companies
issued by SAFE on March 28, 2007. Pursuant to thekSOption Rules, PRC residents who are grantadestor stock options by companies
listed on overseas stock exchanges based on ttleist@ntive plans are required to register witH-&4or its local branches, and PRC resid
participating in the stock incentive plans of oeas listed companies shall retain a qualified P&&ha which could be a PRC subsidiary of
such overseas publicly-listed company or anothatified institution selected by such PRC subsidigmyconduct the SAFE registration and
other procedures with respect to the stock incerilans on behalf of these participants. Suchqipatints must also retain an overseas entri
institution to handle matters in connection withkitrexercise of stock options, purchase and sat®wésponding stocks or interests, and fund
transfer. In addition, the PRC agents are requoeamend the SAFE registration with respect tostioek incentive plan if there is any material
change to the stock incentive plan, the PRC agmrttse overseas entrusted institution or other natehanges. The PRC agents shall, on
behalf of the PRC residents who have the righkyase the employee share options, apply to SARE docal branches for an annual quota
for the payment of foreign currencies in connectioth the PRC residents' exercise of the employegesoptions. The foreign exchange
proceeds received by the PRC residents from tleecdahares under the stock incentive plans graantddlividends distributed by the overseas
listed companies must be remitted into the bankwais in the PRC opened by the PRC agents befsirgbdition to such PRC residents. In
addition, the PRC agents shall file each quarteifahm for record-filing of information of the Dorsic Individuals Participating in the Stock
Incentive Plans of Overseas Listed Companies WitRESor its local branches.

We and our PRC citizen employees who have beernegtamare options, restricted shares or restrigtade units, or PRC optionees,
are subject to the Stock Option Rules. If we orBRIC optionees fail to comply with the IndividuarBign Exchange Rule and the Stock
Option Rules, we and/or our PRC optionees may bgesuto fines and other legal sanctions. See 'iBk Ractors—Risks Related to Doing
Business in China—PRC regulations relating to affslinvestment activities by PRC residents maytlonr PRC subsidiaries' ability to
increase their registered capital or distributdifgdo us or otherwise expose us to liability greshalties under PRC law."

In addition, the State Administration for Taxatioas issued circulars concerning employee shareraptunder which our employees
working in the PRC who exercise share options bélsubject to PRC individual income tax. Our PRBsaliaries have obligations to file
documents related to employee share options wiglvaat tax authorities and to withhold individuatome taxes of those employees who
exercise their share options. If our employeestdagay or if we fail to withhold their income taxas required by relevant laws and regulati
we may face sanctions imposed by the PRC tax dti#®or other PRC government authorities.
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Regulation on Tax
PRC Enterprise Income T:

The PRC enterprise income tax is calculated basdtetaxable income determined under the appkcBbl Law and its
implementation rules. On March 16, 2007, the Natidteople's Congress of China enacted the New BW, which became effective on
January 1, 2008. On December 6, 2007, the Statadiiquromulgated the implementation rules to thevNE T Law, which also became
effective on January 1, 2008. The New EIT Law ingsoa uniform enterprise income tax rate of 25%lbresident enterprises in China,
including foreign-invested enterprises and domestierprises, unless they qualify for certain ekoeg, and terminates most of the tax
exemptions, reductions and preferential treatmeailable under the previous tax laws and regulatidwcording to the New EIT Law and
relevant regulations, subject to the approval ofigetent tax authorities, the income tax of an gmise that has been determined to be a high
and new technology enterprise shall be reducedotefarential rate of 15%.

Moreover, under the New EIT Law, enterprises orgethiunder the laws of jurisdictions outside Chirih wheir "de facto
management bodies" located within China may beidersd PRC resident enterprises and are therefiject to PRC enterprise income ta
the rate of 25% on their worldwide income. Thoulgh implementation rules of the EIT Law define "detb management bodies" as
"establishments that carry out substantial andalveranagement and control over the manufactunmjltausiness operations, personnel,
accounting, properties, etc. of an enterprise,'ottilg detailed guidance currently available for tledinition of "de facto management body" as
well as the determination of offshore incorpora®RIC tax resident status and its administratiorsatdorth in the Notice Regarding the
Determination of Chinese-Controlled Overseas Ino@afed Enterprises as PRC Tax Resident EnterpnisieeoBasis of De Facto Management
Bodies, or Circular 82, and the Administrative M@&s for Enterprise Income Tax of Chinese-Contdoéfshore Incorporated Resident
Enterprises (Trial) or SAT Bulletin No. 45, botlsigd by the SAT, which provide guidance on the atstration as well as determination of
the tax residency status of a Chinese-controlléghofe-incorporated enterprise, defined as an priserthat is incorporated under the law of a
foreign country or territory and that has a PRC pany or PRC corporate group as its primary contigkhareholder.

According to Circular 82, a Chinese-controlled béfee-incorporated enterprise will be regarded BRE tax resident by virtue of
having its "de facto management body" in Chinaaitidbe subject to PRC enterprise income tax omgltdal income only if all of the
following conditions set forth in Circular 82 areetm

- the primary location of the day-to-day operatiomanagement is in the PRC;

« decisions relating to the enterprise’s financial anman resource matters are made or are subjapptoval by organizations or
personnel in the PR(

« the enterprise’s primary assets, accounting bools@cords, company seals and board and shareheki#utions are located or
maintained in the PRC; ai

o 50% or more of voting board members or senior etkeesi habitually reside in the PRC.

In addition, Bulletin No. 45 provides clarificatiam the resident status determination, post-deteatioin administration, and
competent tax authorities. It also specifies thiaémprovided with a copy of PRC resident deternonatertificate from a resident Chinese-
controlled offshore-incorporated enterprise, thgepahould not withhold 10% income tax when payiegain PRC-sourced income such as
dividends, interest and royalties to the Chinesgrotied offshore-incorporated enterprise.

Although we do not believe that our company shdiddreated as a PRC resident enterprise for PR@uigoses, substantial
uncertainty exists as to whether we will be deetoduk such by the relevant authorities. In the eteat we are considered a PRC resident
enterprise, we would be subject to the PRC entgpricome tax at the rate of 25% on our worldwidmine. See "D. Risk Factors—Risks
Related to Doing Business in China—Under the PR€rprise income tax law, we may be classified BR& "resident enterprise,” which
could result in unfavorable tax consequences t@ndsour shareholders and have a material adveise eh our results of operations and the
value of your investment."

In addition, although the New EIT Law provides thatidend income between "qualified resident eniegs"” is exempted income, ¢

the Implementation Rules refer to "qualified residenterprises” as enterprises with "direct eqintgrest", it is unclear whether dividends we
receive from our PRC subsidiaries are eligiblesfogemption.
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According to the Notice on Strengthening Administna of Enterprise Income Tax for Share Transfgr&lbn-PRC Resident
Enterprises issued by the PRC State Administraifobaxation on December 10, 2009, with retroacéffect from January 1, 2008, or SAT
Circular 698, and the Notice on Several Issues €amieg Enterprise Income Tax for Indirect Sharensfar by NonPRC Resident Enterprise
issued by the PRC State Administration of TaxatinrFebruary 3, 2015, or SAT Circular 7, an "indireansfer" of assets of a PRC resident
enterprise, including equity interests in a PRGdes# enterprise, by non-PRC resident enterprissgme re-characterized and treated as a
direct transfer of PRC taxable properties, if strahsaction arrangement lacks of reasonable conmherrpose and was established for the
purpose of reducing, avoiding or deferring PRC gmiise income tax. As a result, gains derived fsaroh indirect transfer may be subject to
PRC enterprise income tax, and tax filing or witlolirog obligations may be triggered, depending anrihture of the PRC taxable properties
being transferred. According to SAT Circular 7, '®Rixable properties” include assets of a PRC kstatent or place of business, real
properties in the PRC, and equity investments i€ P&sident enterprises, in respect of which gaims ftheir transfer by a direct holder, being
a non-PRC resident enterprise, would be subjeeRG enterprise income taxes. When determiningeifetiis a "reasonable commercial
purpose" of the transaction arrangement, featarbg taken into consideration include: whethemtiaén value of the equity interest of the
relevant offshore enterprise derives from PRC texploperties; whether the assets of the relevifshare enterprise mainly consists of direct
or indirect investment in China or if its incomeinig derives from China; whether the offshore epiise and its subsidiaries directly or
indirectly holding PRC taxable properties have mmahmercial nature which is evidenced by their alctunction and risk exposure; the
duration of existence of the business model androrgtional structure; the replicability of thertsaction by direct transfer of PRC taxable
properties; and the tax situation of such inditesmisfer and applicable tax treaties or similaagements. In respect of an indirect offshore
transfer of assets of a PRC establishment or glhbasiness of a foreign enterprise, the resuljaig is to be included with the annual
enterprise filing of the PRC establishment or platbusiness being transferred, and would consdlyule@ subject to PRC enterprise income
tax at a rate of 25%. Where the underlying transdates to PRC real properties or to equity inmesits in a PRC resident enterprise, which is
not related to a PRC establishment or place ofnessi of a non-resident enterprise, a PRC enteiipasene tax at 10% would apply, subject to
available preferential tax treatment under appliE#dx treaties or similar arrangements, and thgy peho is obligated to make the transfer
payments has the withholding obligation. Whereghygor fails to withhold any or sufficient tax, ttransferor shall declare and pay such tax tc
the competent tax authority by itself within thatstory time limit. Late payment of applicable tail subject the transferor to default interest.
Currently, neither SAT Circular 698 nor SAT Ciraulaapplies to transactions of sale of shares bgstors through a public stock exchange
where such shares were acquired from a transatttiongh a public stock exchange.

We cannot assure you that the PRC tax authoritikset, at their discretion, adjust any capitalrgaand impose tax return filing and
withholding or tax payment obligations on the tfensrs and transferees, while our PRC subsidianiag be requested to assist in the filing.
Any PRC tax imposed on a transfer of our sharesgradjustment of such gains would cause us ta mdditional costs and may have a
negative impact on the value of your investmentsn

PRC Business T¢

Pursuant to applicable PRC tax regulations, anigyemt individual conducting business in the seeviedustry is generally required to
pay a business tax at the rate of 5% on the rewegeieerated from providing services prescribetiénaforesaid regulations, transferring
intangible assets or selling immovable propertitsuyever, if the services provided are related ebelogy development and transfer, such
business tax may be exempted with approvals frenttimpetent tax authorities. In addition, certairibesses, such as mobile game and
online education, are subject to a 3% to 5% busiteeson gross revenues generated from providingces and related surcharges before the
VAT Pilot Program.

Value Added Tax

On January 1, 2012, the State Administration ofafiax officially launched a pilot value added ta¥AT") reform program ("Pilot
Program"), applicable to businesses in selectedsinigs. Taxable income derived from the businesst®e Pilot Program is subject to VAT in
lieu of business tax. The Pilot Program initialppéied only to transportation industry and "modsenvice industries” ("Pilot Industries") in
Shanghai in 2011 and expanded to eight trial reg{orcluding Beijing and Guangdong province) antiamvide progressively from August to
December 2012. The Pilot Industries in Shanghdiided industries involving the leasing of tangibievable property, transportation services
research and development and technical servidesmiation technology services, cultural and creatervices, logistics and ancillary servic
certification and consulting services. Revenueegird by advertising services, a type of "cultaral creative services", are subject to the
VAT tax rate of 6%. According to official announcents made by competent authorities in Beijing andrigdong province, Beijing launched
the same Pilot Program on September 1, 2012, aad@&ong province launched it on November 1, 201 2ddition, the Supplementary
Notice on Several Tax Policies in Relation to ticef® of VAT-able and Other Matters in the Transportation agld&ed Modern Service
Sectors under the VAT Reform Pilot Program, Cai$k0iL2] No. 86, or Circular 86, which was issue®ecember 2012, further defines the
application scope of relevant industries and spescthat, starting from December 1, 2012, webgitration services provided by website
owners for non-self-owned online games are taxéthéarmation System Services," and therefore wall be subject to the VAT tax rate as
6%. Going forward, in Guangdong province, we wilghe pilot VAT instead of business taxes for advertising activities, operating servi
for online games not owned by us and for any gpiaets of our business that are deemed by the cemipgtite tax authorities to be in the st
of the Pilot Industries.
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On December 12, 2013, the Ministry of Finance d®dSAT issued the Circular on Including the RailWagnsportation and Postal
Industries in the Pilot Program of Replacing Buss1&ax with Value-Added Tax, or the Pilot ColleatiGircular. The scope of certain modern
services industries under the Pilot Collection Gliscis expanded to cover research and developamehtechnical services, cultural and
creative services, and radio, film and televisierviges. In addition, according to the Notice oaluding the Telecommunications Industry in
the Pilot Program of Levying Value-added Tax inlL@ Business Tax, which became effective on Jyr914, the scope of certain modern
services industries under the Pilot Collection @c is further expanded to cover the telecommuiuina industry.

Cultural Development Fee

According to applicable PRC tax regulations or subdvertising service providers are generally ireguto pay a cultural developme
fee at the rate of 3% on the revenues (a) whiclyanerated from providing advertising services @dvhich are also subject to VAT after the
VAT reform program.

Dividends Withholding Ta

Under the Old EIT Law that was effective prior emdary 1, 2008, dividends paid to foreign inveshydoreign-invested enterprises,
such as dividends paid to us by Beijing Huanju 8hidt Guangzhou Huanju Shidai, our PRC subsidiaviese exempt from PRC withholding
tax. We are a Cayman Islands holding company abstantially all of our income may come from dividerwe receive from our subsidiaries
located in the PRC. Pursuant to the New EIT Lawitsuplementation rules, dividends generatedrdféauary 1, 2008 and distributed to us
by our PRC subsidiaries are subject to withholdagat a rate of 10%.

As uncertainties remain regarding the interpretasiod implementation of the New EIT Law and its liempentation rules, we cannot
assure you that, if we are deemed a PRC residésnipeise, any dividends to be distributed by usuononPRC shareholders and ADS holc
would not be subject to any PRC withholding taxe 9B. Risk Factors—Risks Related to Doing Busiriagshina—Under the PRC enterprise
income tax law, we may be classified as a PRCdesdienterprise,” which could result in unfavorahbe consequences to us and our
shareholders and have a material adverse effemtioresults of operations and the value of youegtment."

Labor Laws and Social Insuranc
The principle laws that govern employment include:

o Labor Law of the People's Republic of China, prayatgd by the Standing Committee of the NationapRe® Congress on July 5,
1994, effective since January 1, 1995 and amendeklgust 27, 2009; ar

« Labor Contract Law of the People's Republic of @hpromulgated by the Standing Committee of theddat People's Congress on
June 29, 2007 and amended on December 28,

According to the Labor Law and Labor Contract Lemployers must execute written labor contracts fuhtime employees. All
employers must compensate their employees with svageal to at least the local minimum wage starsdakiil employers are required to
establish a system for labor safety and sanitasivittly comply with state rules and standards pravide employees with workplace safety
training. Violations of the PRC Labor Contract Lamd the PRC Labor Law may result in the impositbfines and other administrative
penalties. For serious violations, criminal liayilimay arise.
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In addition, employers in China are required tovie employees with welfare schemes covering pensisurance, unemployment
insurance, maternity insurance, work-related injagurance, medical insurance and housing funds.

We have caused all of our full-time employees tieeimto written labor contracts with us and haveviled and currently provide our
employees with the proper welfare and employmenefits.

New M&A Regulations and Overseas Listin

On August 8, 2006, six PRC governmental agencieijgpromulgated the Regulations on Mergers anduisitions of Domestic
Enterprises by Foreign Investors, or the New M&A&Rwhich became effective on September 8, 2006 aamended on June 22, 2009. The
New M&A Rule requires offshore special purpose ehkdd formed to pursue overseas listing of equitgrests in PRC companies ¢
controlled directly or indirectly by PRC compan@sindividuals to obtain the approval of the Chm&ecurities Regulatory Commission, or
the CSRC, prior to the listing and trading of ssplecial purpose vehicle's securities on any steckange overseas.

The application of the M&A Rules remains uncleaasBd on the understanding on the current PRC tales, and regulations and the

M&A Rules of our PRC Legal Counsel, Fangda Partraisr approval from the CSRC is not required urttle M&A Rules for the listing an
trading of our ADSs on the Nasdaq Global Marketdose (a) our PRC subsidiaries, Beijing Huanju Shi@aangzhou Huanju Shidai and
Zhuhai Huanju Shidai, are foreignvested enterprises established by foreign engagmr(b) we did not acquire any equity interesasaets of
PRC domestic company owned by PRC companies arichdils as defined under the M&A Rules, and (cydhe no provision that clearly
classifies the contractual arrangements among B@ $ubsidiary, Beijing Huanju Shidai, our PRC cdiasded affiliated entities and their
shareholders as a transaction regulated by the MR&kes. However, as there has been no official pmé&tation or clarification of the M&A
Rules, we are also advised by our PRC legal couhatthere is uncertainty as to how this regutatidl be interpreted or implemented.

Considering the uncertainties that exist with respe the issuance of new laws, regulations orjmegation and implementing rules,
the opinion of Fangda Partners, summarized abswjhject to change. If the CSRC or another PRGlaimyy agency subsequently
determines that prior CSRC approval was requiredmay face regulatory actions or other sanctioms fihe CSRC or other PRC regulatory
agencies.
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C. Organizational Structure

The following diagram illustrates our corporatausture:
YY Inc.
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Beijing Tuda Science and Technology Co., Ltd.
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{Beijing) Co., Ld. - JM,“l
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Guangzhou Huadwo Network Technology Co., Lid.
|mml s {“Guangrhou Huaduso™)
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10075 Cruamgzhou Julu Information Technology Co,, Lud,
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1007 CGuangzhou Huamu Media Co,, Lid,
(*Guangrhou Huanju Media™)
100% Beijing Huangin Chuangzhi Software Co., Ltd.
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10075 Zhengrengiang and His Pariners Education Technology
{Beijing) Co., Lid.(*Zhengrengiang™)

100 Being Dubooker Culture Commumnication Co., Lid
" {"DuBooker™)

100°% Bening Huangin Xingxue Technology Development Co.,
— L. (“Xingxue™)

100G CGuangzhou Lhugque Information l'echnology Co., Lid.
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(1) Beijing Tuda is our PRC consolidated affiliattity. Mr. David Xueling Li, our cdeunder, chief executive officer and director, Nlany

Bin Zhao, and Mr. Jin Cao, our executive vice ptest, own 97.7%, 1.5% and 0.8% of Beijing Tudalsitggnterests, respectively, as of
the date of this annual repc

(2) Guangzhou Huaduo is our PRC consolidated ati#itl entity. Mr. Jun Lei, our co-founder and chainmMr. David Xueling Li, Mr. Tony

Bin Zhao, Mr. Jin Cao and Beijing Tuda own approaiely 0.44%, 0.5%, 0.04%, 0.02% and 99.0% of GuamgHuaduo's equity
interests, respectively, as of the date of thisiahreport.

D. Property and Equipment

Our principal executive offices are located on ps&® comprising approximately 11,976 square mate@iangzhou, China. This
facility currently accommodates our management tyeaders, principal development, engineering, safesmarketing, human resources



administrative activities. The lease for this Guarg facility expires in 2015. We also have a bheoffice in Beijing focusing on
research and development, a branch office in Zhigizaising on games related businesses, and a espagge office in Shanghai that handles
advertising-related matters. We lease these relgtamall premises under lease agreements fromatadethird parties, and we plan to renew
these leases from time to time as needed.
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In August 2014, We entered into an agreement tohase certain floors of an office building locatedPanyu District, Guangzhou,
China, comprising approximately 30,574 square rseidfe intend to use these premises to supportaseteheadcount associated with the
continuing expansion of our Company.

Our servers are hosted in leased internet daterseint different geographic regions in China. Thtactenters in our network are
owned and maintained for us by major domestic imgedata center providers. We typically enter Iatising and hosting service agreements
that are renewable annually.

We believe that our existing facilities are suffici for our current needs and we will obtain adégtecilities, principally through
leasing, to accommodate our future expansion plans.

See footnotes 11 and 12 to our financial statenfenfsirther information about our property and gupent and intangible assets.
ITEM 4A. UNRESOLVED STAFF COMMENTS

None.
ITEM 5. OPERATING AND FINANCIAL REVIEW AND PROSPECTS

You should read the following discussion and anslgsour financial condition and results of opecats in conjunction with our
consolidated financial statements and the relate@sincluded elsewhere in this annual report. Tigsussion contains forward-looking
statements that involve risks and uncertainties. &tual results and the timing of selected eventdd differ materially from those anticipat
in these forward-looking statements as a resultasfous factors, including those set forth undeeth 3. Key Information—D. Risk Factors"

and elsewhere in this annual report.

A. Operating Results

Overview

We derive our revenues primarily from IVAS and aeliadvertising. We derived 85.7%, 91.0% and 96.0%uptotal net revenues
from IVAS in 2012, 2013 and 2014, respectively,hndnline advertising accounting for the remaindeswr revenues. Revenues from IVAS
are primarily generated through online music antérgminment, online games, online dating, live gdmmadcasting and other services on our
platform. Online advertising revenues are primagignerated from sales of different forms of adsertj on Duowan.com and YY Client.

We began our operations in 2005 by launching Duoegan, a popular online web portal hosting game medntent. We have grown
significantly in recent years, developing and idtroing YY Client in 2008 and extending our servizdgs mobile devices in September 2010
and onto web browsers in October 2012. Our businasslso expanded from focusing on providing vom®amunication services to becom
a multifaceted social entertainment platform. Wieioé variety of interactive content on our platfigisuch as online music shows, live online
game streaming, and online dating shows, which giwreusers a more diverse, immersive, engagingearidhing experience. Our total net
revenues increased from RMB820.0 million in 201R¥B1,823.5 million in 2013 and to RMB3,678.4 nwolti (US$592.8 million) in 2014.
We had a net income of RMB89.2 million, RMB477.7limn and RMB1,064.5 million (US$171.6 million) 2012, 2013 and 2014,
respectively.

Discussion of Selected Statements of Operations e
Revenue:

In the years ended December 31, 2012, 2013 and 2&1HAad derived our revenues from IVAS and ondideertising. Our IVAS
revenues are primarily comprised of revenues filoenpaying users of online music and entertainnoatitne games and, to a lesser degree,
online dating, live game broadcasting and our mestfitie subscriptions. Our online advertising revenpemarily consist of revenues from the
sale of online advertising in various formats prifiyaon Duowan.com and YY Client. We expect thathe future, as is the case in 2014, an
increasing portion of our revenues will be deriieain non-game IVAS revenues, including revenuemfie-channel virtual items sold on our
platform, such as virtual flowers and gifts for isearious channels, as well as other online pctgland services.
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The following table sets forth the principal compats of our total net revenues by amount and asaeptage of our total net
revenues for the periods presented.

For the Year Ended December 31,

2012 2013 2014
% of % of % of
total net total net total net
RMB revenues RMB revenues RMB US$ revenues

(in thousands, except for percentages)
Total net revenues {1

IVAS:

Online music and entertainme 286,44t 34.¢ 852,88! 46.€ 2,109,50: 339,99( 57.2
Online game: 332,28 40.5 602,11: 33.C 811,69¢ 130,82. 22.1
Other IVAS 83,65¢ 10.2 205,21: 11.2 609,82: 98,28¢ 16.¢
Online advertising 117,64. 14.£ 163,26( 9.C 147,34 23,747 4.C
Total 820,03: 100.( 1,823,46: 100.( 3,678,36! 592,84! 100.C

(1) Revenues are presented net of rebates and disc

IVAS revenues. We generate IVAS revenues from (i) the saleés-@channel virtual items used on our online music emrtainmer
channels, (i) the sales of in-game virtual iteraedifor games developed by us or by third partieeurevenue-sharing arrangements on our
platform and (iii) other revenues, including in-ohel virtual items used for online dating and Igame broadcasting and membership
subscription fees. Users access channels and plane @ames free of charge, but are charged farhasges of virtual items.

The most significant factors that directly affeatr ®/AS revenues include the increase in the nunobeur paying users and ARPU:

« The number of paying usersiVe had approximately 2.4 million, 3.2 million a#® million paying users in 2012, 2013 and 2014,
respectively. We calculate the number of payingsudaring a given period as the cumulative numibeegistered user accounts that
have purchased virtual items or other productssandices on our platform at least once during #hevant period. We were able to
achieve an increase in the number of paying userggly due to a higher conversion ratio of actisers to paying users, and we
expect that the number of our paying users willticwre to grow in the future as we expand our ses/&@nd products offerings and
further monetize our existing platfori

o ARPU. Our ARPU for IVAS was approximately RMB296.5, REE5.2 and RMB726.0 (US$117.0) in 2012, 2013 andi201
respectively. ARPU is calculated by dividing outalaevenues from IVAS during a given period by thenber of paying users for
that period. As we begin to generate revenues &onmcreasing variety of IVAS, our ARPU may fludidrom period to period due
to the mix of IVAS purchased by our paying us

Other significant factors that directly or indirlcaffect our IVAS revenues include:
« our ability to increase our popularity by offeringw and attractive products and services that aliswo monetize our platform;
« our ability to attract and retain a large and erglagser base; and

« our ability to attract and retain third party gadevelopers, third party licensee operators, sepiogiders and certain popular
performers and channel owne

We expect that the portion of our revenues from $/derived from the sales of non-game virtual itemd services will continue to
increase as we capitalize on monetization oppdiasiWe create and offer to users virtual itenad dan be used on various channels. Users
can purchase consumable virtual items from us eavsdupport for their favorite performers or timesbd virtual items that provide users with
recognized status, such as priority speaking rightpecial symbols on the music and entertainiclesiinels. The percentage of our total net
revenues attributable to virtual items sold on @uiine music and entertainment channels increasad 34.9% in 2012 to 46.8% in 2013 and
further to 57.3% in 2014.
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The online games we currently offer are primarilgtmgames that can be run from an internet browsgrequire an internet
connection to play. We have historically derivesignificant portion of our revenues from a limiteagmber of popular online games, primarily
through selling in-game virtual items for these gamA majority of our popular online games are ttgyed by third party game developers
under revenusharing arrangements that typically last one toyears. We derive an increasingly lower percentdgrur revenues from onlir
games as a whole, as we expect to monetize otlmegame aspects of the YY platform, such as onlinsiand entertainment, online dating
and live game broadcasting.

Online advertising revenues. We also offer a wide range of online advergidiormats and solutions. We enter into advertising
contracts with both advertisers and advertisinghags. In 2012, 2013 and 2014, a vast majorityusfanline advertising revenues were der
from pay-for-time arrangements under which we chadgvertisers depending on the duration of disfiiagn advertisement or a series of
advertisements.

Cost of Revenues

Cost of revenues consists primarily of (i) revesbaring fees and content costs, (ii) bandwidthscdsi) salary and welfare,
(iv) depreciation and amortization, (v) paymentdiarg costs, (vi) business tax and surcharges waijdshare-based compensation. We
anticipate that revenue sharing fees and contests paid to performers, channel owners and coprewiders will increasingly contribute to
our cost of revenues. We expect that our costvadimees will increase in absolute amount as we déuarginow our user base and expand our
revenue-generating services.

Revenue sharing fees and content cost@ur revenue sharing fees and content coststpgidrformers, channel owners and content
providers increased from RMB109.3 million in 2002RMB444.1 million in 2013 and further increasedri@B1,134.0 million
(US$182.8 million) in 2014. We expect our revenbarig fees and content costs to continue to iserea we continue to expand our IVAS
offerings and our user engagement and spendintsleweease.

Bandwidth costs. Our bandwidth costs increased from RMB145.0ionilin 2012, to RMB203.2 million in 2013 and fueth
increased to RMB345.9 million (US$55.8 million)2014. We expect bandwidth costs to continue tcemee as our user base continues to
expand and as online music and entertainment doedt video-related services, such as live game lbasithg, become more popular in the
future.

Salary and welfare. Our salary and welfare costs increased from B8 million in 2012 to RMB88.5 million in 2013, @further
increased to RMB131.8 million (US$21.2 million)2014. We expect our salary and welfare costs t@&se as we continue to hire additional
employees in line with the expansion of our busines

Depreciation and amortization. Our depreciation and amortization increasethfRIMB25.8 million in 2012 to RMB37.1 million in
2013, and further increased to RMB59.8 million (9$bmillion) in 2014. We expect depreciation andaimation to increase as we continue
to expand our operations and purchase serversthadequipment or intangibles directly relatedhe operating of our platform and business.

Payment handling costs. Our payment handling costs increased from RM824llion in 2012 to RMB25.0 million in 2013, and
further increased to RMB55.1 million (US$8.9 milijoin 2014. We expect payment handling costs tceise as we continue to grow our
paying users base and expand our paid servicerafter

Business tax and surcharges.Our business tax and surcharges increasedRidiB30.0 million in 2012 to RMB47.8 million in 201
and further increased to RMB49.2 million (US$7.9liom) in 2014. We expect the payment of businesstd decrease because our revenue a
now subject to VAT instead of business tax, ancewgect the payment of surcharges to increase dilne texpansion of our business.

Share-based compensation.Our share-based compensation allocated toateof revenues increased from RMB8.4 million ir120
to RMB9.9 million in 2013 and further increased®bIB18.0 million (US$2.9 million) in 2014, primarilgue to our business expansion.
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Operating Expenses

Our operating expenses consist of (i) researctdamdlopment expenses, (ii) sales and marketingresgseand (iii) general and
administrative expenses. The following table setthfthe components of our operating expensehtoyears indicated, both in absolute
amounts and as percentages of our total net resedie expect our operating expenses to generaligase in absolute amount and decree
percentage of total net revenues in the near future

For the Year Ended December 31,

2012 2013 2014
% of % of % of
total net total net total net
RMB revenues RMB revenues RMB Us$ revenues

(in thousands, except for percentages)

Operating expenses

Research and development exper 176,72 21.€ 267,00! 14.€ 431,18t 69,49: 11.7
Sales and marketing expen: 16,95/ 2.1 24,95¢ 1.4 102,52 16,52« 2.8
General and administrative expen 109,78t 13.4 200,55 11.C 223,01¢ 35,94 6.1
Total operating expens 303,46 37.1 492,51 27.C 756,73 121,96: 20.€

Research and Development Exper

Research and development expenses consist prinoasblaries and benefits and share-based compamsapenses for research and
development personnel and rental expenses andaipre of office premises and servers utilizedHyy research and development personnel
Research and development expenses generally iedr@athe past three years ended December 31, 80240 the need for additional rese:
and development personnel to accommodate the gmivthr business. We expect our research and dawvelot expenses in absolute amount
to increase as we intend to retain existing re$eamnd development personnel and also hire newtonasnong other things, develop new se
of applications for our platform, improve technojagfrastructure to further enhance user experigand further develop enhanced feature:
mobile devices to reach more users. However, weedpect to be able to leverage on the expertiseioéstablished research and developi
team and achieve better efficiency.

Sales and Marketing Expenses

Sales and marketing expenses consist primarilgeérising and promotion expenses, salaries, bisraiid commissions for our sales
and marketing personnel, and share-based compemsajpenses. Our sales and marketing expensesafigmecreased over the past three
years ended December 31, 2014, primarily refledticgeased marketing and promotional activities iaedeased numbers of sales :
marketing staff. We expect that our sales and ntiadcexpenses will increase in absolute amountelsag a percentage of the total revenue il
the near term as we expect to increase our speondipgomotional activities, particularly relatingmobile applications and new business
initiatives.

General and Administrative Expenses

General and administrative expenses consist piliynafrsalaries and benefits, including share-basedpensation for our general and
administrative personnel, allowance for doubtfaeigables, professional service fees, legal exgeasd other administrative expenses. Our
general and administrative expenses generally aseict over the past three years ended Decembe®@B4 a3 our business expanded, primarily

due to the hiring of additional management and adtrative staff. We expect our general and adririzisze expenses to increase in the future
as our business grows.
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Share-based Compensation Expenses
Our operating expenses include share-based contmmmeapenses as follows:

For the Year Ended December 31

2012 2013 2014
RMB RMB RMB US$
(in thousands, except for percentages)
Research and development exper 35,44 39,58 54,14 8,72¢
Sales and marketing expen: 884 1,31¢ 2,801 452
General and administrative expen 55,61¢ 66,33: 59,64 9,61:
Total 91,94« 107,23t 116,59! 18,79:

We grant stock-based award such as, but not limiteshare options, restricted shares, restridtadesunits and warrants to eligible
employees, officers, directors, and non-employeeseitants. Awards granted to employees, officard,directors are initially accounted for as
equityclassified awards, which are measured at the gia@etfair value of the award and are recognizedguie graded vesting method, ne
estimated forfeitures, over the requisite servieeqa, which is generally the vesting period. Ansagilanted to non-employees are initially
measured at fair value on the grant date and pealbgre-measured thereafter until the earliethaf performance commitment date or the dat
the service is completed and recognized over theg@ which the service is provided.

Taxation
Cayman Islands

According to our Cayman Islands counsel, Conyets€DPearman, Cayman Islands currently levies n@s$aon individuals or
corporations based upon profits, income, gaingprexiations and there is no taxation in the nadfiieheritance tax or estate duty. There are
no other taxes likely to be material to us levigdhe government of the Cayman Islands excepttéonp duties which may be applicable on
instruments executed in, or after execution brougtitin the jurisdiction of, the Cayman Islands.efé are no exchange control regulations or
currency restrictions in the Cayman Islands.

Pursuant to Section 6 of the Tax Concessions L& Revision) of the Cayman Islands, we have obthan undertaking from the
Governor-in-Cabinet:

Q) that no law which is enacted in the Caymamidsaimposing any tax to be levied on profits oome or gains or appreciations shall
apply to us or our operations; a

(2 that the aforesaid tax or any tax in the natfrestate duty or inheritance tax shall not begégy on our shares, debentures or other
obligations.

The undertaking is for a period of twenty yearsrfrAugust 2, 2011.
British Virgin Islands

Duowan BVI is our wholly owned subsidiary.

As Duowan BVI is a BVI business company subjedh®mprovisions of the BVI Business Companies AQ2(as amended), it is
exempt from all provisions of the Income Tax Actloé BVI (including with respect to all dividendsterests, rents, royalties, compensation

and other amounts payable by Duowan BVI to persdmsare not persons resident in the BVI).

Capital gains realized with respect to any shatelst obligations or other securities of Duowan BYIpersons who are not persons
resident in the BVI are also exempt from all pravis of the Income Tax Act of the BVI.

No estate, inheritance, succession or gift tae, idty, levy or other charge is payable by persdmns are not persons resident in the

BVI with respect to any shares, debt obligationstber securities of Duowan BVI, save for intergsyable to or for the benefit of an individ
resident in the European Union.
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Hong Kong

The Company's subsidiary registered in Hong Korsygect to Hong Kong Profits Tax on the taxablmme as reported in its
respective statutory financial statements adjustetcordance with relevant Hong Kong tax laws. @pplicable tax rate is 16.5% in Hong
Kong.

PRC

Current taxation primarily represented the providior a state and local corporate income tax, dr, Edr subsidiaries and consolidas
affiliated entities operating in the PRC. Priodemuary 1, 2008, companies established in the PRE generally subject to EIT at statutory
rates of 30% and 3% respectively. On March 16, 268¥PRC National People's Congress promulgatedigw EIT Law, which became
effective on January 1, 2008. These subsidiaridsvdBRs are subject to new EIT on their taxable mecas reported in their respective statu
financial statements adjusted in accordance wihr¢tevant tax laws and regulations in the PRCoAl PRC entities are subject to EIT at a
rate of 25%, with the exception of any preferertti@htments they may receive, such as the 15%rprefal tax rate that Guangzhou Huaduo
can enjoy for the periods reported as a resulisajualification as a high and new technology gmtse. Furthermore, Guangzhou Huanju
Shidai has been qualified as a software enterpnsee 2013, and is entitled to a two-year exemftiom EIT followed by three years at 50%
tax reduction starting from 2014, the first prafigking year.

According to a policy promulgated by the stateliareau of the PRC and effective from 2008 onwagd&erprises engaged in rese:
and development activities are entitled to claifi%%of the research and development expenses soaddn a year as tax deductible expense
in determining its tax assessable profits for ffegtr, or Super Deduction. Guangzhou Huaduo anda&hdhowan have claimed such Super
Deduction for the period reported. In addition, @gehou Huanju Shidai and Beijing Huanju Shidaitsthto claim such Super Deduction si
2013.

In addition, according to the New EIT Law and itgplementation rules, foreign enterprises, whichehaw establishment or place in
the PRC but derive dividends, interest, rents, ltmsaand other income (including capital gaingnfrsources in the PRC is subject to PRC
withholding tax, or WHT, at 10% (a further redud&¢HT rate may be available according to the appleadouble tax treaty or arrangement).
The 10% WHT is applicable to any dividends to t&rdiuted from our PRC subsidiaries and consolalaféliated entities to us and our
subsidiaries outside the PRC. We do not have agsepit plan to pay out the retained earnings ifPR€ subsidiaries and PRC consolidated
affiliated entities in the foreseeable future. Wierently intend to retain our available funds angt future earnings to operate and expand our
business. Accordingly, no such WHT has been accrued

Our PRC subsidiaries and PRC consolidated affdiatgtities are subject to business taxes or valdedtax and related surcharges.
On January 1, 2012, the State Administration ofafiax officially launched a pilot value added tafarm program, or Pilot Program,
applicable to businesses in selected industriesaflla income derived from the businesses in tha Pilogram is subject to value added tax in
lieu of business tax. Prior to the Pilot Prograb@gg applied to our revenue, our advertising reesrearned from external customers were
subject to business taxes at 5% for the year eD@dedmber 31, 2012, and our IVAS revenue earned é&xernal customers were subject to
business taxes of 3% for the years ended Decemb@032, 2013 and for the first five months of 20éxcept that our online games revenue
and IVAS revenue began to be subject to VAT of @¥mencing December 2012 and June 2014, respectielgharges are calculated ba
on 12% of the monthly business taxes and VAT pay#dr 2012, 2013 and 2014. Business taxes andcdetatrcharges during 2012, 2013 and
2014 were RMB30.0 million, RMB47.8 million and RMB42 million (US$7.9 million), respectively.

For more information on PRC tax regulations, seRCHARegulation—Regulation on Tax."
Critical Accounting Policies

We prepare our financial statements in conformiityhwl.S. GAAP, which requires us to make estimaites assumptions that affect
our reporting of, among other things, assets atiiliies, revenues and expenses. We regularlyuatathese estimates and assumptions bas
on the most recently available information, our dvistorical experiences and other factors that leete to be relevant under the
circumstances. Since our financial reporting predekerently relies on the use of estimates anghasions, our actual results could differ
from these estimates. This is especially true witime accounting policies that require higher degoégudgment than others in their
application. We consider the policies discussedwab be critical to an understanding of our autlitensolidated financial statements becaus
they involve the greatest reliance on our managémiemigment.
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Revenue Recognition and Deferred Rever

We generate revenues from IVAS and online advagisRevenues from IVAS are generated based orettemue-sharing with game
developers and third party licensee operatorsifectipurchase and conversion of game tokens, séld@gual items in online games, online
music and entertainment and other channels, andoersimip subscription fees, as well as other IVASIir@@ advertising revenues are prima
generated from sales of different forms of advengi®n Duowan.com and YY Client. Revenue is recpgthiwhen persuasive evidence of an
arrangement exists, service has been renderegritieeis fixed or determinable and collection iasenably assured. Revenue is deferred until
these criteria are met as describe below.

IVAS

We operate a virtual currency system under whiehugers can directly purchase virtual currencyvartdal items on YY Client’s
online community channels or pay membership supsoni fees via online payment systems providedhlyl parties including payments usi
mobile phone, internet debit/credit card and othed party payment systems. The virtual currenay be converted into game tokens that car
be used to purchase virtual items in online garbeth(developed by third parties and self-developedyised directly to purchase virtual items
on YY Client’s online community channels or usegp&ty membership subscription fees. Virtual curreswlg but not yet consumed by the
purchaser is recorded as “advances from custoraes’upon conversion or being used, is recogniggdwenue according to the respective
prescribed revenue recognition policies addresséaib

Online music and entertainment revenue

We create and offer virtual items to be used bysuse our online music and entertainment chanihelswwe operate and maintain. The
virtual items are offered free of charge or atefiéint specified prices. Online music and entertaimmevenue consists of sales of virtual items
Users purchase consumable virtual items from ugpaesknt them to performers to show support fdr tagorite performers or time-based
virtual items which provide users with recognizéatiss, such as priority speaking rights or spexjaibols on the music channels for a specific
period of time. In order to attract user traffiee ghare a portion of the revenues we derive frarh suchannel virtual item sales on online
music and entertainment channels with certain @omerformers and channel owners, who have entetedevenue sharing arrangements
with us. We account for such shared revenues aotosvenues. Performers and channel owners whmtlbave such revenue sharing
arrangements with us are not entitled to sharer@wgnue derived from the virtual items sold. Wendbrecognize any revenue from offering
free virtual items and do not share any revenuk patrformers or channel owners when free virtgahg are presented to performers by our
users. Accordingly, online music and entertainnmeménue is recognized for the sale of virtual itesolsl in online music and entertainment
channels immediately if the virtual item is a camsible or, in the case of time-based virtual iter@spgnized ratably over the period each
virtual item is made available to the user, whidesinot exceed one year. We do not have furth@gailins to the user after the virtual items
are consumed. Virtual items may be sold individuall bundled into one arrangement. When our usershpase multiple virtual items bundled
within the same arrangement, we evaluate suchgenaents under ASC 605-R4ultiple-Element ArrangementdNe identify individual
elements under the arrangement and determinelifel@ements meet the criteria to be accounted feeparate units of accounting. We alloc
the arrangement consideration to separate unésaifunting based on their relative selling pridee Tollowing hierarchy has been followed
when determining the relative selling price forleatement: (1) vendor specific objective eviderme/SOE, (2) third party evidence, or TPE,
and (3) best estimate of selling price, or BESRe6ithat the VSOE of the selling price cannot btermheined, we have adopted a policy to
allocate the consideration of the whole arrangerteedifferent virtual item elements based on th& TP selling price or the BESP for each
virtual item element. We determine the fair valoésirtual items sold in a bundle based on similevducts sold separately on the YY platform
based on the TPE of selling price and determindainevalues of virtual items without similar procts sold separately on the YY platform
based on the BESP. The BESP is generally basdueosetling prices of the various elements of alsinmature when they are sold to users on
a stand-alone basis. The BESP may also be basthé @stimated stand-alone pricing when the eleim@nnot previously been sold on a stanc
alone basis. These estimates are generally detedrbimsed on pricing strategies, market factorsstmategic objectives. We recognize revenue
for each virtual item element in accordance with applicable revenue recognition method.
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Online game revenue

We generate revenues from offering virtual itemsmtine games developed by third parties or ourdeleloped online games to ge
players. Historically, the majority of online gameenues for the three years ended December 32, 2013 and 2014 were derived fi
third party-developed games.

Users play games through our platform free of changd are charged for purchases of virtual iterasidiing consumable and perpe
items, which can be utilized in the online gamesribance their ganm@aying experience. Consumable items representaliitems that can |
consumed by a specific user within a specifiedqueaf time. Perpetual items represent virtual itéha are accessible to the usestount
over the life of the online games.

We recognize revenue when recognition criteriardefiunder US GAAP are satisfied. For purposes taraening when the service t
been provided to the paying player, we have detexththat an implied obligation exists to the payptayer to continue providing access to
games such that the users can utilize the virtaais purchased by game tokens. Game players néegl éo and access the games throug|
platform because their game tokens, virtual iteams] game history are specific to our game accoamdsnontransferable to other platforn
To purchase imame virtual items, players can either charge thame accounts by purchasing game tokens or viduwakncy from ot
platform, which are convertible into game tokensdthon a predetermined exchange rate agreed am@ngl¢vant game developers and us.

The proceeds from the purchase of our virtual cunyas recorded as “advances from customeegiresenting prepayments received 1
users in the form of our virtual currency not yeheerted into game specific tokens. Upon the caiwarinto a game token from our virt
currency or upon the direct purchase of a gamentokbichever is applicable, the proceeds will barst between the relevant game deve
and us based on a predetermined contractual (aéime tokens are non-refundable and apchangeable among different games. Our po
net of the game developsrentitled consideration, is recorded as deferegnue and amortized according to the prescribednte
recognition policies described below. Users typjcdb not convert the virtual currency into gamkeins or purchase the game tokens u
they plan to purchase in-game virtual items soon.

There are two types of third party-developed ongjames:
« Non-exclusive third party-developed games; and
« Exclusive third party-developed games

Under the norexclusive arrangement, game developers licensgaimes to various platforms and we are only ona@ptatforms. Gan
developers will receive only revenue shared frompwsuant to the mutually agreed sharing percentage

Under the exclusive arrangement, game developdydioense the game to us as the exclusive licenss as the exclusive licensee,
sub-license the games to other platforms. In aafuiid the revenue shared with the game developera)so pay an exclusive license fee to the
game developers.

Nor-exclusive third party-developed games

Pursuant to contracts signed between the gameagmrsland us, revenues from the sale or conveofigame tokens to be used for
purchase of in-game virtual items from online gamegeloped by third parties are shared betweegdhee developers and us based on a pl
agreed ratio for each game. These revenue-shavimtgacts typically last one to two years.

The third party-developed games under eanlusive licensing contracts are maintained ardhtgrl by the game developers. We \
the game developers to be our customers and consigeresponsibilities under our agreements with game developers to offer cer
standard promotions that include providing accesshe platform, announcing the new games to usarshe platform, and occasio
advertising on the YY platform. The determinatidnadether to record these revenues using grosgtomethod is based on an assessme
various factors. The primary factors are whetherange acting as the principal in offering serviceshte game players or as the agent ir
transaction, and the specific requirement of eaxtiract. We determined that for third padgveloped games, the third party game devel
are the principal given the game developers desighdevelop the wejame services offered, have reasonable latitudsteblish prices
game tokens, and are responsible for maintainirugpgrading the game contents and virtual itemsoAtingly, We record online gan
revenue, net of the pre-agreed portion of sharfrijerevenues with the game developers.
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Given that third party-developed games under exxiusive licensing contracts are managed and asitmiad by the third party gal
developers, we do not have access to the dataeocotisumption details such as when the game tekspeint on the virtual items or the ty
of virtual items (consumable or perpetual items)chased by each individual game player. Howevermaetain historical data on timing
the conversion of its virtual currency into gamedafic tokens and the amount of purchases of garkens. We believe that our performa
for, and obligation to, the game developers coordpio the game developersrvices to the users. We have adopted a policgdogniz:
revenues relating to game tokens for third partyetigped games over the estimated user relationsgtiippus on a game-bgame basis, which
approximately one to six months for the periodsspn¢éed. Future usage patterns may differ from ticstousage patterns and therefore
estimated user relationship with us may changherfuture.

When we launch a new game, we estimate the ussrarghip based on other similar types of gamatenmarket until the new gai
establishes its own history. We consider the gam#dfile, attributes, target audience, and itseapfo players of different demographics grc
in estimating the user relationship period.

The estimated user relationship period is basedata collected from those users who have acquiaategiokens. To estimate the 1
relationship period, we maintain a software systhat captures the following information for eacleuga) the frequency that users log
each game via our platform, and (b) the amounttaediming of when the users convert or chargeohiser game tokens. We estimate the
relationship period for a particular game to bedhte a player purchases or converts from virtuedenicy to a game token through the dat
estimate the user plays the game for the last fithis. computation is completed on a user by ussisb@hen, the results for all analyzed u
are averaged to determine an estimated end usaioreship period for each game. Revenues frorgaime payments of each month
recognized over the user relationship period eséchfor that game.

The consideration of user relationship with eaclinergame is based on our best estimate that tat@account all known and
relevant information at the time of assessmentaggess the estimated user relationships on a dudrdsis. Any adjustments arising from
changes in the user relationship as a result ofineasmation will be accounted as a change in anting estimate in accordance with ASC .
Accounting Changes and Error Corrections.

Exclusive third party developed gan

Under certain exclusive arrangements, we pay auhditilicense fees to the game developers as werditted to an exclusive right
operate third party developed games in specifieay@gphic areas. Based on ASC 350-3063%we have adopted an accounting polic
recognize the exclusive license fee as an intaagiisket upon the commercial launch of the relatditheo games. This intangible asse
amortized on a straight-line basis over the shatéine economic life or license period of the valet online game.

Pursuant to the exclusive licensing contracts sigmstween the third party game developers andursiesponsibilities in operating 1
licensed games vary game-ggme. The determination of whether to record thegenues using gross or net method is based ogssassne
of various factors, including but not limited to @ther we (i) are the primary obligor in the arrameet; (i) have latitude in establishing
selling price; (iii) change the product or perforart of the service, (iv) have involvement in ttetermination of product and sen
specifications.

For the game license arrangements under which keepiamary responsibilities of game operation, ulthg determining distribution a
payment channels, providing customer services,nmstame servers, if needed, and controlling ganmtesarvices specifications and prici
we consider ourselves to be the principal in ttersangements. Accordingly, we record online gamegsemues from these third party licer
games on a gross basis. Commission fees paid tabditon channels and payment channels and corfesrg paid to third party gai
developers are recorded as cost of revenues.
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For the game license arrangements under which esponsibilities are limited to publishing, providipayment solutions and ga
operating advice, we view the game developers touneustomers and consider ourselves to be thet agéhe arrangements. Accordingly,
record online games revenues from these third piaegsed games, net of fees paid to third patpeEs the provision of service.

Pursuant to the terms and conditions of certaimerdgame exclusive license agreement entered etiwden the game developers ant
we, as the exclusive licensee, could sublicensenaemclusive, nortransferable and limited license to any third pavtthout the prior forme
consent of game developers. Under the non-exclusigenon-transferable limited license, the §obrsee cannot further license the gan
other platforms. We received monthly revenue-baegdlty payments from all sub-licensees. We viee tthirdparty licensee operators as
customers and recognize revenues on a net basige @® not have the primary responsibility for ifitient and acceptability of the ga
services.

Similar to other online games, the exclusive tipiadty developed games are free to play and playgerpay for virtual items for better in-
game experience. For exclusive third party ganiesconsumption details can be provided by thirdypdevelopers or we have access to such
data. Therefore, we recognize revenues basedmorbitsed model: (1) for consumable items, the rexénrecognized immediately upon
consumption; (2) for perpetual items, the revesucognized ratably over the user relationshippesf a specific game as described. The
determination of user relationship period is thmeas what is described in “Non-exclusive thirdydeveloped games” above.

Self-developed games

Revenues derived from self-developed games arededmn a gross basis as we act as a principalfith 4ll obligations. We do not
maintain information on consumption details of emte virtual items, and only have limited informati@lated to the frequency of log-ons for
our self-developed games. Given that certain hitsitbdata is not available, we use the user ralatigp of third party games with similar
popularity, gaming experience and sales to detegithia estimated period of user relationship forsalf-developed games.

Other IVAS revenue

Other IVAS revenue mainly represents revenue fraemivership subscription fees and revenue from tleeo$ather items on the YY
platform. We launched our membership program whkalescription members can have enhanced user geégilhen using YY Client. The
membership fee is collected up-front from each suber. The receipt of the revenue is initially oeted as deferred revenue, and revenue is
recognized ratably over the period the subscripgienvices are rendered. Unrecognized portion beg@nadonths from the balance sheet da
classified as long-term deferred revenue.

Revenue from sales of virtual items in various ¢tes is recognized on item basis, which is consistéth the revenue recognition
policies in our online music and entertainment nesestream.

Advertising revenue

Advertising revenues are derived principally frodvertising arrangements where the advertisers@alate their advertisements on
Duowan.com and YY Client in different formats oweparticular period of time. Such formats generatjude but are not limited to banners,
text-links, videos, logos, and buttons. Advertisataen our platform are generally charged on ttséshaf duration, and advertising contracts
are signed to establish the fixed price and thediding services to be provided. Where collecihis reasonably assured, advertising
revenues from advertising contracts are recogmatdbly over the contract period of display.

We enter into advertising contracts directly wittvartisers or third party advertising agencies thptesent advertisers. A typical
contract term would range from one to three moriash third party advertising agencies and direlstestisers are generally billed at the en
the display period and payments are due usuallyinvitix months.

Where our customers purchase multiple advertigiagas with different display periods in the samatreaet, we allocate the total
consideration to the various advertising elemeat®t on relative selling price method and recogrezenue for the different elements over
their respective display periods. We determinefdivevalues of different advertising elements baseaur best estimate of selling prices of
each advertisement within the contract, taking ounsideration our standard price list and histdriiscounts granted. We recognize revenue
on the elements delivered and defer the recognitioevenue for the fair value of the undeliveréehgents until the remaining obligations h:
been satisfied. Where all of the elements withimaangement are delivered uniformly over the agesg period, the revenues are recognizec
on a straight line basis over the contract period.
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Transactions with third party advertising agencies

For contracts entered into with third party adsinty agencies, the third party advertising ageneitsn turn sell the advertising
services to advertisers. Revenue is recognizetlyataer the contractual period of display basedhanfollowing criteria:

« there is persuasive evidence that an arrangemets-exwe enter into framework and execution agreésnith the advertising
agencies, specifying price, advertising conteningt and timing

« price is fixed or determinablethe price charged to the advertising agenciespeified in the agreements, including relevantalis
and rebate rate

« services are rendered—we recognize revenue raaalilye elements are delivered over the contramgef display; and

» collectability is reasonably assured—we assessr#dit history of each advertising agency befortermg into any framework and
execution agreements. If the collectability frora #gencies is assessed is not reasonably ass@eecognize revenue only when the
cash is received and all the other revenue criteganet

We provide sales incentives in the forms of dis¢s@md rebates to third party advertising agenuased on purchase volume. As the
advertising agencies are viewed as the customéhese transactions, revenue is recognized bast#teqrice charged to the agencies, net of
sales incentives provided to the agencies. Satemtives are estimated and recorded at the timevehue recognition based on the contracte
rebate rates and estimated sales volume basedtoni¢al experience.

Transactions with advertisers

We also enter into advertisement contracts direeilly advertisers. Under these contracts, simdaransactions with third party
advertising agencies, we recognize revenue ratabtiie elements are delivered over the contraptrads of display. The terms and
conditions, including price, are fixed accordinghe relevant advertising contract. We also perfaronedit assessment of all advertisers prior
to entering into contracts. Revenue is recognizet on the amount charged to the advertisersf décounts.

Advancedfrom customers and deferred revenue

Advances from customers primarily consist of (@patyments from users in the form of our virtuakency that are not yet consumed
or converted into game tokens, and upon the consom@r conversion, are recognized as revenue dotpto the prescribed revenue
recognition policies described above, (ii) prepagtadrom sub-licensees for obtaining operationtsgif certain online games over a period of
time, and (iii) prepayments from advertising ageaand advertisers. Deferred revenue primarilyistsef the unamortized revenue from
game tokens, prepaid subscriptions under the meshipgprogram and unamortized revenue from virtigeths in our various channels on the
YY platform, where there is still an implied obligan to be provided by us which will be recognizsdrevenue when all of the revenue
recognition criteria are met.

Accounts receivable, n

Accounts receivable are presented net of allowémcdoubtful accounts. We use specific identifioatin providing for bad debts
when facts and circumstances indicate that cotlads doubtful and a loss is probable and estimabtke financial condition of its customers
were to deteriorate, resulting in an impairmentheir ability to make payments, additional allowaneould be required.

We maintain an allowance for doubtful accounts Whigflects our best estimate of amounts that piaténtvill not be collected. We
determine the allowance for doubtful accounts oindividual basis taking into consideration varidastors, including, but not limited to,
historical collection experience, credit-worthine§she debtors and the age of the individual nemlglies balance. Additionally, we make
specific bad debt provisions based on any spéaifizvledge we have acquired that might indicate éimaéiccount is uncollectible. The facts
circumstances of each account may require us teusgtantial judgment in assessing its collectsbili
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Consolidation

Our consolidated financial statements include tharfcial statements of our company, our subsidiaxiariable interest entities
("VIES") and VIE's subsidiaries for which we or @aubsidiaries are the primary beneficiaries. AdhBactions and balances among our
company, subsidiaries, VIEs and VIE's subsidiahmigge been eliminated upon consolidation.

A subsidiary is an entity in which our company edity or indirectly, controls more than one haltlé voting power, has the power
appoint or remove the majority of the members eftibard of directors or to cast a majority voteath meeting of directors, or has the power
to govern the financial and operating policieshaf investee under a statute or agreement amorantitg's shareholders or equity holders.

A VIE is an entity in which our company, or onecafr subsidiaries, through contractual agreemeetsdithe risks of, and enjoys the
rewards normally associated with ownership of thiiy and therefore our company or one of our &lises is the primary beneficiary of the
entity. In determining whether our company or aursdiaries are the primary beneficiary, we congidevhether we have the power to direct
activities that are significant to the VIE's ecornioperformance, and also our obligation to absossés of the VIE that could potentially be
significant to the VIE or the right to receive bétsefrom the VIE that could potentially be sigmifint to the VIE.

Foreign ownership of internet-based businessasigst to significant restrictions under current®Rws and regulations. We
conduct our operations in China primarily througbeaies of contractual arrangements entered intmgrBeijing Huanju Shidai, our PRC
subsidiary, Guangzhou Huaduo and Beijing Tuda, elsag Guangzhou Huaduo and Beijing Tuda's shadehalBased on our evaluations of
the relationships between us and Beijing Tuda aman@zhou Huaduo, the economic benefit flow of amttral arrangements made with them
as well as the controls conferred to us througkalmmntractual arrangements enacted, we condideugh Beijing Huanju Shidai, we exercise
effective control over Guangzhou Huaduo and Beijiingla, receive substantially all of their econotmmefits and residual returns, and absorl
substantially all the risks and expected losseas fittese two companies as if we were their solectimdder. We also have an exclusive optic
purchase all of the equity interests in each ofiBgiTuda and Guangzhou Huaduo when and if PRQplamnits so and also the exclusive right
to require any nominee shareholder of Beijing Tad&uangzhou Huaduo to transfer its interest imthe any person designated by us. For a
detailed description of these contractual arrangesesee "ltem 7. Major Shareholders and Relatety Feansactions—B. Related Party—
Contractual Arrangements with Beijing Tuda." Basedour evaluation, we consider each of Beijing Tadd Guangzhou Huaduo to be our
VIE. Beijing Huanju Shidai, our wholly owned suhisidy in China, is the primary beneficiary of ourB#; therefore, we consolidate the results
of Beijing Tuda and Guangzhou Huaduo in our codstéid financial statements under U.S. GAAP.

As advised by our PRC counsel, Fangda Partnergotfieactual arrangements among Beijing Huanju &ldd Beijing Tuda and its
shareholders and the contractual arrangements aBwijigg Huanju Shidai and Guangzhou Huaduo andhitggeholders, governed by PRC
law, are valid, binding and enforceable, and dowaate PRC laws currently in effect. Howeveraavised by our PRC legal counsel, becaus
of the substantial uncertainties involved, if sgontracts are held to be unenforceable, or if taeeechanges in PRC laws and regulations tha
affect our ability to control Beijing Tuda and Ggahou Huaduo, we may be precluded from consoligatiese companies in the future. See
"ltem 3. Key Information—D. Risk Factors—Substahtiacertainties exist with respect to the enactntiemtable, interpretation and
implementation of draft PRC Foreign Investment Laavd how it may impact the viability of our currextrporate structure, corporate
governance and business operations."

Share-based compensation

We awarded a number of share-based compensataur tmployees and non-employees (such as cons)ltartich include share
options, restricted shares and restricted shats granted to employees and non-employees, shasstizavards granted to our chief executive
officer and chairman and share-based awards gramtethtion to our acquisition of NeoTasks InceTdetails of these share-based awards ar
the respective terms and conditions are describ&8hare-based compensation” in Note 23 to ourtt@didionsolidated financial statements for
the years ended December 31, 2012, 2013 and 201dh are included elsewhere in this annual repofform 20-F.
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Share options

Options were initially accounted for as equity-sified awards because there are no explicit re@sehights specified in the award
documents and the number of shares of our commemeslissued under these awards are fixed and deezhat the time of grants. All options
to employees and namployees are measured based on the grant davaliaér of the award and recognized as compensatipense based
the graded-vesting method, net of estimated fanfed, over the requisite service period, with aegponding impact reflected in additional
paid-in capital. The options to non-employees armeasured at each reporting date using the fhieas at each period end. The
compensation expense is recognized using the grasltthg method. Upon the completion of the inifiablic offering, the share options
granted to a non-employee were remeasured atdbk gtice of our common share. All share optiorantgd to the non-employee were
exercised in 2013.

Restricted share

Restricted shares issued to our employees are neelisased on the grant date fair value of the a@addrecognized as compensatior
expense based on the graded-vesting method, estinfated forfeitures, over the requisite servieeqa, with a corresponding impact
reflected in additional paid-in capital. The failwe of restricted shares was based on the faiewafl our underlying common shares on the
grant date.

We account for restricted shares issued to non-@mepk are measured at fair value at the date thiessg are completed. These
awards are re-measured at each reporting date tgrfgir value as at each period end until thesmeament date. The compensation expense
is recognized using the graded vesting method.

We are required to estimate forfeiture at the torhgrant and revise those estimated in subsequeitds if actual forfeitures differ
from those estimates. Historical data was usedtimate pre-vesting forfeitures and record shasetda@ompensation expenses only for those
awards that we expect to vest.

The following table sets forth certain informatimgarding the restricted shares granted to our@mepk and non-employees at
different dates.

Fair Value Per Commor

Restricted Share: Share as of the Type/Methodology
Grant Date Granted Grant Date of Valuation
(US9)

January 1, 201 23,686,54 0.159( Retrospective/ GTND
February 1, 201 4,257,33! 0.187! Retrospective/ GTND)
April 1, 2010 2,000,001 0.272: Retrospective/ GTND
July 1, 201¢ 20,060,00 0.466¢ Retrospective/ GTND)
October 1, 201 500,00( 0.698¢ Retrospective/ GTND
January 1, 201 10,846,80 0.936: Retrospective/ Backsoh(@

(1) GTM denotes the guideline transaction methatktumhe market approach based on the enterprise t@lrevenue multiples of our own
equity transactions close to the valuation d

(2) Backsolve denotes the back solve method under #itkanapproach based on our own equity transactismg the valuation dat
Restricted share uni

Restricted share units issued to our employeemaesured based on the grant date fair value aitlaed and recognized as
compensation expense based on the graded-vestihganaet of estimated forfeitures, over the reitpiservice period, with a corresponding
impact reflected in additional paid-in capital. Thae value of restricted shares was based onaiezélue of our underlying common shares or
the grant date.

We are required to estimate forfeiture at the torhgrant and to revise those estimates in subseégeeiods if actual forfeitures differ

with those estimates. Historical data was usedtinate pre-vesting forfeitures and record shasett@ompensation expenses only for those
awards that we expect to vest.
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The following table sets forth certain informatiggarding the restricted share units granted temployees in 2012, 2013 and 2014
with share and per share information.

Fair Value Per Commor

Restricted Share: Share as of the Type/Methodology

Grant Date Granted Grant Date of Valuation
(US$)

January 1, 201 1,668,001 1.086¢ Contemporaneous/ DC(D)
March 31, 201: 6,597,92; 1.115¢ Contemporaneous/ DC)
July 15, 2017 533,00( 1.128¢ Contemporaneous/ DC®)
September 1, 201 6,151,30! 1.114¢ Contemporaneous/ DC
September 30, 201 650,00( 1.1437 Contemporaneous/ DC®)
November 7, 201 195,00( 0.525( Contemporaneous/ Stock pri
November 21, 201 2,500,001 0.525( Contemporaneous/ Stock prit@)
March 31, 201! 1,009,00! 0.845( Contemporaneous/ Stock prit®
April 18, 2013 43,48¢ 0.785¢ Contemporaneous/ Stock prit@
April 30, 2013 26,943,50 0.872( Contemporaneous/ Stock pri?
May 23, 201% 120,00( 1.206% Contemporaneous/ Stock pri®
July 19, 201¢ 1,802,00! 1.809( Contemporaneous/ Stock pri®®
October 1, 201 50,00( 2.404% Contemporaneous/ Stock prit@)
November 1, 201 48,00( 2.487 Contemporaneous/ Stock pri®
February 1, 201 330,00( 3.123( Contemporaneous/Stock pri®®
April 1, 2014 660,00( 4.092( Contemporaneous/Stock pri®
April 30, 2014 220,00( 2.868( Contemporaneous/Stock pri®®
May 1, 2014 800,00( 3.011( Contemporaneous/Stock pri®®
June 16, 201 292,50( 3.503¢ Contemporaneous/Stock pri®®
June 20, 201 6,009,69! 3.556( Contemporaneous/Stock pri®®
October 30, 201. 1,600,40! 3.952¢ Contemporaneous/Stock pri®

(1) DCF denotes the discounted cash flow methoeutiee income approach which explicitly recognittest the business enterprise value as
of the valuation date is developed by discountirtgre net cash flow to the present value at athetereflects both the current return
requirements of the market and the risks inheretttié specific investmer

(2) Upon the completion of the initial public offieg, the fair values of restricted share unitskased on stock price of our company on grant
dates. The fair values of restricted share unastgd on November 7, 2012 are based on initialipolifering price as the grant date is
close to the initial public offering dat

Share-based awards granted to chief executiveenféind chairman

On February 23, 2010, Mr. David Xueling Li and Mun Lei, our co-founder, chairman and director,engnanted 13,369,813 and
29,678,483 restricted shares, which vested immelgliand over a four-year period (50% after the sdamniversary and 25% each year
thereafter), respectively. These restricted sharesubject to a performance condition which rslédehe number of peak concurrent users on
YY Client. Such performance condition was met aBe€ember 31, 2010.

We recognized these awards as employee share-baisgensation Awards using fair value of the awardshe grant date. The
compensation expense for the restricted shareslyeldr. David Xueling Li was fully recognized arlget compensation expense for the
restricted shares held by Mr. Jun Lei was recogh@®eer the requisite service period using the gtadssting method. Upon the completion of
the initial public offering, defined as an "Accedézd Event", the restricted shares granted to tar@an was fully vested and all remaining
compensation expenses were recognized immediately.

The fair value of the share-based awards abovedet@smined at the respective grant dates by usthétlassistance of an independen
valuation company.

Acquisition

We apply the purchase method of accounting to attdou our acquisitions. We determine the acquisitiiate based on the date at
which all required licenses are transferred tongwae obtained control of the acquiree.

Purchase consideration generally consists of casttingent consideration and equity securitiedtimating the fair value of equity
compensation, we consider both income and markmbaph and selected the methodology that is mdstative of our fair value in an ordel
transaction between market participants as of thasmrement date. Under the market approach, vizeypilibliclytraded comparable compe
information to determine the revenue and earningiiptes that are used to value our equity seasitUnder the income approach,



determine the fair value of our equity securitiasdad on the estimated future cash flow discounyeahbestimated weighted-average
cost of capital, which reflects the overall levéirtherent risk and the rate of return an outsidestor would expect to earn. We base the cast
flow projections on forecasted cash flows derivexhf the most recent annual financial forecast uaitgrminal value based on the perpetuity
growth model.
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In estimating the fair value of the contingent ddagation recognized on the acquisition date, wesier the trinomial tree model.
Under this model, we perform a scenario analysiscabculate the fair value of the contingent coesation based on the net present value of
the total contingent payments under each scenaddte expected probability of each scenario.

The identifiable assets acquired and liabilitied aontingent liabilities assumed in a business adipn are measured initially at the
fair value at the acquisition date. The exces$i@fcbst of acquisition over the fair value of tteritifiable net assets acquired is recorded as
goodwill.

We are responsible for determining the fair valtithe equity issued, assets acquired, liabilitesuaed and intangibles identified as
of the relevant acquisition date. Post-acquisidgpenses are charged to general and administeatpenses directly.

Goodwill

Goodwill represents the amount by which the costaofuired net assets in a business acquisitioredsdée fair value of the net
identifiable assets on the date of purchase. Gdbidvwgarried at cost less accumulated impairmessés. Goodwill is allocated to the reporting
units that are expected to benefit from the busimesnbination in which the goodwill arises for fhepose of impairment testing. If the
carrying value of the reporting unit exceeds its¥alue, an impairment loss is recorded to theweixthat the carrying value of goodwill exce
its fair value. We have determined that the repgrtinits for testing goodwill impairment are theeoating segments that constitute a business
for which discrete financial information is availaland for which management regularly reviews therating results. We currently have one
reporting unit.

Estimating fair value is performed by utilizing i@ss valuation techniques, with the primary techeidpeing the discounted cash flow
method. There are inherent limitations in any eation technique and a minor change in the assumptiald result in a significant change in
its estimate of fair value, thereby increasing ecréasing the amounts of our consolidated as$etselslders' equity and net income or loss.

We perform an impairment test on October 1 of gedr or whenever events or changes in circumstandesate that the carrying
value of the asset may not be recoverable.

Intangible asset:

Intangible assets that are acquired in businessisitigns are recognized apart from goodwill if iheangible assets arise from
contractual or other legal rights, or are sepayatiEntifiable if the intangible assets do not arfiom contractual or other legal rights.

The costs of determinable-lived intangible assetsamortized to expense over their estimated fifé stated at cost (fair value at
acquisition) less accumulated amortization. Theealf indefiniteived intangible assets is not amortized, but thbe impairment annually ¢
October 1 of each year, or whenever events or @waimgcircumstances indicate that the carryingevalfithe assets may not be recoverable
reassess indefinitiéved intangible assets at each reporting periodetermine whether events or circumstances contmsapport an indefinit
useful life.

Impairment of investment, lorn-lived assets and intangible assets

The carrying amounts of investment, loinged assets and intangible assets are revieweithfmirment whenever events or change
circumstances indicate that the carrying amouinodisset may not be recoverable. Recoverabiliagséts to be held and used is evaluatec
comparison of the carrying amount of assets taréutindiscounted net cash flows expected to be gmteby the assets. Such assets are
considered to be impaired if the sum of the expkutediscounted cash flow is less than carrying amhofithe assets. The impairment to be
recognized is measured by the amount by whichahgying amounts of the assets exceed the fair \@fltige assets. RMBO0.6 million of
impairment of intangible assets was recognizedHeryear ended December 31, 2012, RMBO0.9 millioimgfairment of an investment was
recognized for the year ended December 31, 201RMBA4.0 million (US$0.6 million) of impairment ofanvestment and RMB5.7 million
(US$0.9 million) of impairment of intangible assetsre recognized for the year ended December 314.20
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Taxation and uncertain tax positions

Current income tax is provided on the basis of inedor financial reporting purposes, adjusted f@oime and expense items which
are not assessable or deductible for income tgxgseass. In accordance with the regulations of thevamt tax jurisdictions, deferred income
taxes are accounted for using the liability apphoabich requires the recognition of income taxegapée or refundable for the current year
deferred tax liabilities and assets for the futabeconsequences of events that have been recdgnipar financial statements or tax returns.
Deferred income taxes are determined based oriffeeetices between the financial reporting anditasis of assets and liabilities and are
measured using the currently enacted tax ratesaarsd The effect on deferred tax assets and ltaslbf a change in tax rates is recognized in
the consolidated statements of operations in theg¢hat includes the enactment date.

We currently have deferred tax assets resulting finet operating loss carryforwards and deductieporary differences, all of whi
are available to reduce future tax payable in @mificant tax jurisdictions. The largest componefibur deferred assets are the temporary
differences generated by our PRC subsidiary anddvi€to recognition of the deferred revenue. Irssiag whether such deferred tax assets
can be realized in the future, we need to makemedds and estimates on the ability of each of ®(€ Bubsidiary and VIE to generate taxable
income in the future years. To the extent that eléebse it is more likely than not that some portarthe entire amount of deferred tax assets
will not be realized, we established a total vahraallowance to offset the deferred tax assetofA3ecember 31, 2012, 2013 and 2014, a tot:
valuation allowance of RMB4.2 million, RMB22.2 nidh and RMB24.4 million (US$3.9 million), respedly, was recognized against
deferred tax assets. If we subsequently deterrhisteall or a portion of the temporary differences more like than not to be realized, the
valuation allowance will be released, which wilbuét in a tax benefit in our consolidated statera@ftoperations.

We adopted the guidance on accounting for unceytairincome taxes on January 1, 2008. The guidanescribes a more likely than
not threshold for financial statement recognitiod ameasurement of a tax position taken or expdotee taken in a tax return. Guidance was
also provided on derecognition of income tax aszetsliabilities, classification of current and eleéd income tax assets and liabilities,
accounting for interest and penalties associatél tak positions, accounting for income taxes terfiim periods, and income tax disclosures.
Significant judgment is required in evaluating ancertain tax positions and determining the relepaovision for income taxes. The
adjustment to the opening balance of retained egsras of January 1, 2008 as a result of the ingadation of the guidance was zero. The
interest and penalties associated with tax postfonthe years ended December 31, 2012, 2013 @h#l\®as zero. As of December 31, 2012,
2013 and 2014, we had no significant unrecognizextdain tax positions.

Foreign currency

We use Renminbi as our reporting currency. Thetfanal currency of our company, incorporated in @ayman Islands, and our
subsidiaries incorporated in the British Virginaistls and Hong Kong is U.S. dollars, while the fiomzal currency of the other entities is
Renminbi. In the consolidated financial statemethis financial information of our company and oubsidiaries which use U.S. dollars as tl
functional currency have been translated into ReabmiAssets and liabilities are translated at tkeéhange rates on the balance sheet date,
equity amounts are translated at historical exceaates, and revenues, expenses, gains and losegeareslated using the average rate for the
year. Translation adjustments arising from theser@ported as other comprehensive income or logigtatements of operations ¢
comprehensive loss.

Foreign currency transactions denominated in caresrother than functional currency are translatemthe functional currency usit
the exchange rates prevailing at the dates ofréimsactions. Monetary assets and liabilities denated in foreign currencies at the balance
sheet date are re-measured at the applicableafatashange in effect at that date. Foreign exchayagns and losses resulting from the
settlement of such transactions and from re-measmeat year-end are recognized in foreign currexcpange gains (losses), net in the
consolidated statements of operations and compsaleimcome (loss).

Convertible Bonds
In accordance with ASC subtopic 470-20, the coiitMertiebts are initially carried at the principat@unt of the convertible debts.
Related debts issuance cost, are subsequentlyiaatbusing effective interest method as adjustmienisterest expense from the debt issu:

date to its first put date. Convertible debts dassified as a current liability if they are or Mik callable by us or puttable by the debt holders
within one year from the balance sheet date, eveugh liquidation may not be expected within thexiqd.
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Results of Operations

The following table sets forth a summary of oursaidated results of operations for the years imigid. Our business has grown
rapidly since our inception, and our limited opargthistory makes it difficult to predict future emting results. We believe that period-to-
period comparisons of results of operations shaotdbe relied upon as indicative of future perfonce

For the Year Ended December 31

2012 2013 2014
% of % of % of total
total net total net net
RMB revenue: RMB revenue: RMB US$  revenues

Total net revenue®) 820,03:  100.C 1,823,46;  100.C 3,678,36! 592,84 100.(
IVAS:

Online music and entertainme 286,44t 34.¢ 852,88 46.¢  2,109,50: 339,99( 57.2

Online game: 332,28 40.8  602,11: 33.C 811,69¢ 130,82 22.1

Others 83,65! 10.z  205,21. 11.2 609,82 98,28t 16.€
Online advertising 117,64. 14.2  163,26( 9.C 147,34: 23,74 4.C
Cost of revenues (416,13) (50.7) (881,999 (48.4) (1,849,149 (298,029 (50.9)
Gross profit 403,89! 49.2  941,46¢ 51.€ 1,829,21' 294,81t 49.7
Operating expense¢

Research and development exper (176,72%) (21.¢) (267,009 (14.¢9 (431,189 (69,499 (11.9)

Sales and marketing expen: (16,959 (2.) (24,95H (1.4 (102,52) (16,529 (2.9

General and administrative expen (109,78 (13.4) (200,559 (11.0 (223,019 (35,949 (6.1)
Total operating expenses (303,46 (37.0) (492,519 (27.0) (756,734 (121,96 (20.6)
Other income 2,46¢ 0.2 27,07¢ 1.t 6,31¢ 1,01¢ 0.2
Operating income 102,89t 12.5  476,03: 26.1 1,078,80. 173,87 29.2
Other non-operating income — — — — 36,71« 5,917 1.C
Gain on disposal of an equity investm 651 0.1 — — 99¢ 161 0.C
Gain on disposal of a cost investm 2,351 0.3 — — — — —
Foreign currency exchange (losses) gains (4,159 (0.5 29,55! 1.€ (20,399 (1,67¢) (0.3
Interest expens — — — — (56,607 (9,129 (1.5
Interest income 16,31¢ 2.C 60,22! 2 164,96¢ 26,58t 4.5
Income before income tax expen: 118,06: 14.£  565,80¢ 31.C 1,214,48/ 195,73t 33.C
Income tax expenst (29,04) (3.5) (89,95) (4.9 (154,28) (24,86¢) 4.2
Income before share of income in equity methodstwents,

net of income taxe 89,02( 10.¢  475,85¢ 26.1 1,060,19° 170,87: 28.¢
Share of income in equity method investment, nétcdme

taxes 157 0.C 1,86¢ 0.1 4,27¢ 68¢ 0.1
Net income attributable to YY In 89,17" 10.¢ 477,72 26.z 1,064,47. 171,56: 28.¢

(1) Net of rebates and discoun

Year Ended December 31, 2014 Compared to Year Erdleckmber 31, 2013

Net RevenuesOur net revenues increased by 101.7% from RMB13B&#llion in 2013 to RMB3,678.4 million (US$592n8illion)

in 2014. This increase was primarily due to thegased contribution of revenues from online musit @ntertainment and increases in our
online game revenues as well as other sourceddimgiwur online dating, live game broadcasting ar@ibership program, partially offset b
decrease in our online advertising revenues.

IVAS revenuesOur IVAS revenues, which consisted of revenuesifamline music and entertainment, online gamesedisas other
sources, increased by 112.7% from RMB1,660.2 millio2013 to RMB3,531.0 million (US$569.1 milliom) 2014. The overall increase
primarily reflected an increase in the number ofipg users and, to a lesser extent, an increa8&®U. Our number of paying users increase:
from approximately 3.2 million in 2013 to 4.9 mdh in 2014. Our ARPU for IVAS increased from RMB52# 2013 to RMB726.0
(US$117.0) in 2014. The increase in paying usedsARPU were primarily due to (a) our ability to effnew and attractive products and
services that allow us to monetize our platform;dior ability to attract and retain a large andaayegl user base through hosting an increasing
number of events and activities; and (c) our apthitattract third party game developers, thirdyphcensee operators, service providers and
certain popular performers and channel owners.
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Revenues from online music and entertainment isegédy 147.3% from RMB852.9 million for 2013 to RRIB09.5 million
(US$340.0 million) for 2014. In addition to the rease in the number of paying users and ARPU nitrease in revenues from online music
and entertainment was also due to the increasipglaoty of online music and entertainment. Ouripgyusers for online music and
entertainment increased from approximately 1,748f00 2013 to 2,964,000 for 2014. The increasingyparity of online music and
entertainment is primarily due to the increased lnemof activities we hosted.

Revenues from online games increased by 34.8% RbtB602.1 million in 2013 to RMB811.7 million (US$QB million) in 2014.
This increase was primarily attributable to an &ase in the attractiveness of our online gamegtatind the popularity of the online games
we offer. Our paying users for online games inceddsom approximately 1,308,000 for 2013 to 1,588,6r 2014. The number of online
games we operated as of December 31, 2013 wassl@fvgared to 210 as of December 31, 2014.

Other IVAS revenues, which primarily consisted @f@nues from online dating, live game broadcastimdjmembership subscription
fees, increased by 197.2% from RMB205.2 millior2d13 to RMB609.8 million (US$98.3 million) in 201%his increase was primarily due to
an increase in the number of users who subscribedrtmembership program and an increase in thelaety of online dating and live game
broadcasting.

Online advertising revenues. Our online advertising revenues decreased T# %crom RMB163.3 million in 2013 to
RMB147.3 million (US$23.7 million) in 2014. This ckease was primarily due to the ending of our @mttral agreements with NetEase.

Cost of RevenuesQur cost of revenues increased by 109.7% from R82B8Bmillion in 2013 to RMB 1,849.1 million (US$
298.0 million) in 2014. The increase in our costafenues was due in large part to an increaserirevenue sharing fees and content costs,
which consist of the payments to performers, cheoweers and content providers, which amountedMBR,134.0 million
(US$182.8 million) in 2014, representing a 155.4fréase from RMB444.1 million in 2013. This incre#s revenue sharing fees and content
costs was primarily due to higher levels of useyagrement and spending as well as an increasingetusfilemerging new business lines in
different categories. Bandwidth costs increase@%0rom RMB203.2 million in 2013 to RMB345.9 millioqUS$55.8 million) in 2014 to
support our growing business operations. In additalary and welfare costs increased 49.0% fronB&3/6 million in 2013 to
RMB131.8 million (US$21.2 million) in 2014, maintiue to our hiring of additional employees to sesuerapidly expanding user base.

Operating ExpensesOur operating expenses increased by 53.6% from £2E million in 2013 to RMB756.7 million
(US$122.0 million) in 2014, primarily due to an imase in sales and marketing expenses as wekearod and development expenses, whict
was associated with the expansion of our markeeshaontinuing growth of our business operations,commitment to research and
development and the advancements in our technalegglopment.

Research and development expeng®st research and development expenses increasgtl B#6 from RMB267.0 million in 2013 to
RMB431.2 million (US$69.5 million) in 2014. Thisdrease was primarily due to an increase in the eurmbour research and development
staff, especially engineers, which accounts foraxmately 56.1% of our total number of employae2014.

Sales and marketing expens@&ur sales and marketing expenses increased bg§%1ftom RMB25.0 million in 2013 to
RMB102.5 million (US$16.5 million) in 2014. Thisdrease was primarily due to an increase in ourdipgron marketing and promotional
activities we hosted and an increase in salarid#mer benefits for our sales and marketing persbrvhich was in turn mainly driven by an
increase in the number of our sales and marketngomnel.

General and administrative expensé3ur general and administrative expenses increlagdd.2% from RMB200.6 million in 2013
RMB223.0 million (US$35.9 million) in 2014. Thisdrease was associated with the general growthrdbusiness, partially offset by an
increase in operating leverage associated witlotheverall business expansion.

Foreign Currency Exchange Gains (Losses)Ve had net foreign currency exchange losses of RMBmillion (US$1.7 million) in
2014, compared to a net foreign currency exchaagesgf RMB29.6 million in 2013. Such losses werienprily caused by the fact that in
2014, we re-converted a portion of the proceeds foar initial public offering from Renminbi backtmU.S. dollars, and U.S. dollar
appreciated against RMB in 2014; bank charges radun relation to such conversion also contributedur loss. Our initial public offering
proceeds were initially denominated in U.S. dollaefore we converted them into Renminbi in the toguarter of 2012.
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Interest Income. Our interest income increased from RMB60.2 millior2013 to RMB165.0 million (US$26.6 million) ird24. This
increase was primarily due to higher levels of aasthand and short-term deposits, partly as atrefdepositing cash generated from our
operations, and the proceeds from our issuancerfectible senior notes in March 2014.

Income Tax ExpensesWe recorded income tax expenses of RMB154.3 mi{ldS$24.9 million) in 2014 compared to
RMB90.0 million in 2013. This increase was primpadue to the higher income before income tax exgenscorded by certain of our PRC
subsidiaries and consolidated affiliated entities.

Net Income. As a result of the foregoing, we had a net incofm@MB1,064.5 million (US$171.6 million) in 2014 asmpared to a
net income of RMB477.7 million in 2013.

Year Ended December 31, 2013 Compared to Year Efdlecember 31, 2012

Net RevenuesOur net revenues increased by 122.4% from RMB820llbn in 2012 to RMB1,823.5 million (US$301.2 itien) in
2013. This increase was primarily due to the ineeeecontribution of revenues from online music antértainment and increases in our online
game revenues as well as other sources includinghembership program and live game broadcastirdji@a lesser extent, an increase in ou
online advertising revenues.

IVAS revenuesQur IVAS revenues, which consisted of revenuesifamline music and entertainment, online gamesedisas other
sources, increased by 136.4% from RMB702.4 mililo8012 to RMB1,660.2 million (US$274.2 million) #013. The overall increase
primarily reflected an increase in the number ofipg users and, to a lesser extent, an increa8&®U. Our number of paying users increase:
from approximately 2.4 million in 2012 to 3.2 mdh in 2013. Our ARPU for IVAS increased from RMB29 2012 to RMB525.2
(US$86.8) in 2013. The increase in paying usersAREU were primarily due to (a) our ability to offeew and attractive products and
services that allow us to monetize our platform;dior ability to attract and retain a large andaagegl user base through hosting an increasing
number of events and activities; and (c) our abtbitattract third party game developers, servicwiplers and certain popular performers and
channel owners.

Revenues from online music and entertainment iseedy 197.7% from RMB286.4 million for 2012 to RBE2.9 million
(US$140.9 million) for 2013. In addition to the irase in the number of paying users and ARPU nitrease in revenues from online music
and entertainment was also due to the increasipglaoty of online music and entertainment. Ouripgyusers for online music and
entertainment increased from approximately 845f60Q012 to 1,748,000 for 2013. The increasing paqity of online music and
entertainment is primarily due to the increased Inemof activities we hosted.

Revenues from online games increased by 81.2% RbiB332.3 million in 2012 to RMB602.1 million (US$%®million) in 2013.
This increase was primarily attributable to an @ase in the attractiveness of our online gamegtatind the popularity of the online games
we offer. Our paying users for online games inceddsom approximately 966,000 for 2012 to 1,308,60®013. The number of online gan
we operated as of December 31, 2012 was 73 as cethftal26 as of December 31, 2013.

Other IVAS revenues, which primarily consisted @fenues from membership subscription fees andyivee broadcasting, increased
by 145.3% from RMB83.7 million in 2012 to RMB205xllion (US$33.9 million) in 2013. This increase svarimarily due to an increase in
the number of users who subscribed to our memhemsbgram and an increase in the popularity of ¢i@me broadcasting.

Online advertising revenue®©ur online advertising revenues increased by 38r8% RMB117.6 million in 2012 to
RMB163.3 million (US$27.0 million) in 2013. Thisdrease was primarily due to the increasing popylafiDuowan.com and YY Client.
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Cost of RevenuesOur cost of revenues increased by 112.0% from RMBY million in 2012 to RMB882.0 million
(US$145.7 million) in 2013. The increase in ourtaafsevenues was due in large part to an increasar revenue sharing fees and content
costs, which consist of the payments to perforn@rannel owners and content providers, which anesbttt RMB444.1 million
(US$73.4 million) in 2013, representing a 306.4%réase from RMB109.3 million in 2012. This incre@seevenue sharing fees and content
costs was primarily due to higher levels of useyagement and spending. We also incurred a nonsiegloost in 2013 due to our partnership
with Hunan Satellite Television Station in tA@13 Happy Boy ShowBandwidth costs increased 40.1% from RMB145.0 onillin 2012 to
RMB203.2 million (US$33.6 million) in 2013 to suppo@ur growing business operations. In additiotaryeand welfare costs increased 76.9%
from RMB50.0 million in 2012 to RMB88.5 million (L#8.4.6 million) in 2013, mainly due to our hiring aflditional employees to serve our
rapidly expanding user base.

Operating ExpensesOur operating expenses increased by 62.3% from B0 million in 2012 to RMB492.5 million
(US$81.4 million) in 2013, primarily due to an ieesse in general and administrative expenses agwedisearch and development expenses,
which was associated with the general growth ofbusiness operations, our commitment to researdldanelopment and the advancemen
our technology development.

Research and development expeng&gr research and development expenses increaset 16 from RMB176.7 million in 2012 to
RMB267.0 million (US$44.1 million) in 2013. Thisdrease was primarily due to an increase in salandsther benefits for research and
development personnel, which was in turn mainlyehiby an increase in the number of our researdidanelopment staff, especially
engineers, which accounts for approximately 53.9%uo total number of employees in 2013.

Sales and marketing expens@&ur sales and marketing expenses increased byo47on RMB17.0 million in 2012 to
RMB25.0 million (US$4.1 million) in 2013. This inease was primarily due to an increase in salaridther benefits for sales and marketing
personnel and an increase in our spending on pionabtactivities we hosted.

General and administrative expensé&3ur general and administrative expenses increlag@2.7% from RMB109.8 million in 2012
RMB200.6 million (US$33.1 million) in 2013. Thisdrease was primarily due to an increase in salandsother benefits for general and
administrative personnel, which was in turn maitiliwen by an increase in the number of our gerardladministrative staff. In addition,
share-based compensation allocated to generaldmithiatrative expenses increased from RMB55.6 arilin 2012 to RMB66.3 million
(US$11.0 million) in 2013.

Foreign Currency Exchange Gains (Losses\Ve had net foreign currency exchange gains of RM8anillion (US$4.9 million) in
2013, compared to a net foreign currency exchaoggek of RMB4.2 million in 2012. This increase wemarily due to the fact that the
proceeds from our initial public offering were cented from U.S. dollars into Renminbi in the fougiharter of 2012 and Renminbi appreci:
against U.S. dollars in 2013.

Interest Income. Our interest income increased from RMB16.3 millior2012 to RMB60.2 million (US$9.9 million) in 281 This
increase was primarily due to higher levels of aaisihand and short-term deposits, partly as atreédkepositing cash generated from our
operations, and a portion of the proceeds fromiratial public offering in November 2012.

Income Tax ExpensesWe recorded income tax expenses of RMB29.0 miilin2012 compared to RMB90.0 million
(US$14.9 million) in 2013. This increase was priityegtue to the higher income before income tax eges recorded by certain of our PRC
subsidiaries and consolidated affiliated entities.

Net Income. As a result of the foregoing, we had a net incom@MB477.7 million (US$78.9 million) in 2013 asropared to a net
income of RMB89.2 million in 2012.

Inflation
Since our inception, inflation in China has not enetlly impacted our results of operations. Accogdio the National Bureau of
Statistics of China, the change of consumer pridex in China was 2.6%, 2.6% and 2.0% in 2012, 201B2014, respectively. Although we

have not in the past been materially affected fgtion since our inception, we can provide no aasce that we will not be affected in the
future by higher rates of inflation in China.
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Recently Issued Accounting Pronouncements

In April 2014, the Financial Accounting StandardsaBd, or FASB, issued ASU No. 2014-08resentation of Financial Stateme
(Topic 205) and Property, Plant, and Equipment (€&60): Reporting Discontinued Operations and sares of Disposals of Compone
of an Entity", or the ASU 20148. The new guidance changes the criteria for tempdiscontinued operations while enhancing disafes il
this area. Under the new guidance, only disposadsesenting a strategic shift in operations shbaldresented as discontinued operat
Those strategic shifts should have a major effecth® organization’s operations and financial rssuhdditionally, ASU 201488 require
expanded disclosures about discontinued operati@isvill providefinancial statement users with more informationwdtibe assets, liabilitie
income, and expenses of discontinued operatiors.néw guidance also requires disclosure of thaégxéacome attributable to a disposal
significant part of an organization that does nmlify for discontinued operations reporting. ASQ12-08 is effective for us in the first quar
of fiscal 2015. Early adoption is permitted, butyofor disposals (or classifications as held foleydhat have not been reported in finar
statements previously issued or available for iss@aWe are in the process of evaluating the impéadhe standard on our consolide
financial statements.

In May 2014, the FASB issued ASU No. 2014-0®evenue from Contracts with Customers (Topic 806) the ASU 201439. ASL
2014-09 will eliminate transaction-specific and ustty-specific revenue recognition guidance under curtet GAAP and replace it witl
principle-based approach for determining revengegaition. ASU 20149 will require that companies recognize revenusetan the vall
of transferred goods or services as they occunencontract. The ASU also will require additionaotbsure about the nature, amount, tin
and uncertainty of revenue and cash flows arisiagnfcustomer contracts, including significant judgnts and changes in judgments and a
recognized from costs incurred to obtain or fuliltontract. ASU 20189 is effective for reporting periods beginningeafbecember 15, 201
including interim periods within that reporting pet. Early adoption is not permitted. Entities caansition to the standard eitl
retrospectively or as a cumulative effect adjustnasnof the date of adoption. We are in the prooégvaluating the impact of the standart
our consolidated financial statements.

In June 2014, under ASC 718, Compensation — Stagkpensation, the FASB issued\tcounting for Shar8ased Payments Wt
the Terms of an Award Provide That a Performancegy@aCould Be Achieved after the Requisite Seivagod." These amendments appl)
all reporting entities that grant their employebarsbased payments in which the terms of the awardigeothat a performance target 1
affects vesting could be achieved after the retpigrvice period. That is the case when an emelyeligible to retire or otherwise termir
employment before the end of the period in whighegormance target could be achieved and stillliggbée to vest in the award if and wk
the performance target is achieved. For all estitthe amendments are effective for annual perdgodsinterim periods within those ann
periods beginning after December 15, 2015. Eaalimption is permitted. We are in the process ofuatimg the impact of the standard on
consolidated financial statements.

In August 2014, the FASB issued ASU No. 2014-15e%entation of Financial Statements—Going Concsubiopic 205-40):
Disclosure of Uncertainties about an Entity’s Atyilio Continue as a Going Concern” (“ASU 2014-1%Wursuant to ASU 2014-15, in
connection with preparing financial statementseach annual and interim reporting period, an €stityanagement should evaluate whether
there are conditions or events, considered in ¢igeemgate, that raise substantial doubt about ttiy’srability to continue as a going concern
within one year after the date that the finandialesments are issued (or within one year afted#te that the financial statements are available
to be issued when applicable). ASU 2014-15 is &ffedor the annual period ending after December208.6, and for annual periods and
interim periods thereafter. Early application isrpited. We are in the process of evaluating thegaiat of the standard on our consolidated
financial statements.

In February 2015, the FASB issued ASU No. 2015*@2¢nsolidation (Topic 810): Amendments to the Cadatibn Analysis', or
the ASU 2015-02. ASU 2015-02 focuses on the codatitin evaluation for reporting organizations s required to evaluate whether they
should consolidate certain legal entities. The AsBuplifies consolidation accounting by reducing thenber of consolidation models from
four to two. In addition, the new standard simp#fithe FASB Accounting Standards Codification angroves current guidance by: (i) placing
more emphasis on risk of loss when determiningrdrobling financial interest; (ii) reducing the freency of the application of related-party
guidance when determining a controlling financmeérest in a VIE; and (iii) changing consolidatmmclusions for public and private
companies in several industries that typically ma&e of limited partnerships or VIEs. The ASU Wi effective for periods beginning after
December 15, 2015, for public companies. For peicatmpanies and not-for-profit organizations, ti&JAwill be effective for annual periods
beginning after December 15, 2016; and for intgyariods, beginning after December 15, 2017. Eatbpton is permitted, including adopti
in an interim period. We are in the process of gatihg the impact of the standard on our consa@idifinancial statements.
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In April 2015, the FASB issued ASU No. 2015-03,tdrest - Imputation of Interest (Subtopic 835-30XSU 2015-03"). To simplify
presentation of debt issuance costs, ASU 2015-@dnes that debt issuance costs be presented lathace sheet as a direct deduction from
the carrying amount of debt liability, consistenthadebt discounts or premiums. The recognition mmregisurement guidance for debt issuance
costs would not be affected by the amendments id 2&15-03. For public business entities, ASU 2035l be effective for financial
statements issued for fiscal years beginning &emember 15, 2015, and interim periods within tHesel years. We are in the process of
evaluating the impact of the standard on our cadatdd financial statements.

B. Liquidity and Capital Resources

Cash Flows and Working Capital

In recent years, we have financed our operatioinsguily through cash flows from operations, theqaeds from our initial public
offering in November 2012 and the proceeds fromommvertible senior notes offering in March 2014e ¥kpect to require cash to fund our
ongoing operational needs, particularly our reveshering fees and content costs, salaries anditersfndwidth costs and potential
acquisitions or strategic investments. We beliénat dur current cash and cash equivalents anchtispated cash flow from operations will
sufficient to meet our anticipated working capiteduirements and capital expenditures needs faneke12 months. However, we may require
additional cash resources due to changing busgwsditions or other future developments, includamg investments or acquisitions we may
decide to selectively pursue. If our existing ceetources are insufficient to meet our requirementésmay seek to sell equity or equity-linked
securities, debt securities or borrow from banks.

In March 2014, we issued an aggregate of US$400li@m2.25% convertible senior notes due in 20IBe net proceeds from the
sale of the notes were US$390.8 million and willised for general corporate purposes. As of DeceBthe?2014, the total carrying value of
these notes were US$400.0 million. The notes beardst at a rate of 2.25% per year, payable semdly in arrears on April 1 and October 1
of each year, and such notes will mature on Apr2@19 unless earlier converted, redeem for cetéairrelated events or repurchased in
accordance with their terms. We are not subjeantofinancial covenants or other significant resimns under the notes. We duly paid an
interest of US$4.7 million on these convertibleisenotes on October 1, 2014 as such interest bechra.

As of December 31, 2012, 2013 and 2014, we had RMB5million, RMB729.6 million and RMB475.0 milliofyS$76.6 million),
respectively, in cash and cash equivalents.

As of December 31, 2014, our subsidiaries, VIES, ¥HE’s subsidiaries located in the PRC held casth @sh equivalents in the
amount of RMB387.0 million (US$62.4 million). We wid need to accrue and pay withholding taxes ifweee to distribute funds from our
subsidiaries in the PRC to our offshore subsidsaNge do not intend to repatriate such funds irfdheseeable future, as we plan to use
existing cash balance in the PRC for general catpquurposes.

The following table sets forth a summary of ourtcisws for the years indicated:

For the Year Ended December 31

2012 2013 2014
RMB RMB RMB US$
(in thousands)

Net cash provided by operating activit 356,85: 891,17: 1,301,35 209,74(
Net cash used in investing activiti (498,50:) (659,60 (3,954,05) (637,279)
Net cash provided by (used in) financing activi 522,74( (5,687) 2,402,76; 387,25!
Net increase (decrease) in cash and cash equis 381,08t 225,88: (249,94 (40,287
Cash and cash equivalents at the beginning ofehe gerioc 128,89: 504,70: 729,59¢ 117,59(
Effect of exchange rates change on cash and casbaénts (5,277%) (987) (4,629 (74¢€)
Cash and cash equivalents at the end of the yead| 504,70: 729,59¢ 475,02¢ 76,56
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Operating Activities

Net cash used in or generated from operating éiesvtonsists primarily of our net loss or incomiéigated by non-cash adjustments,
such as share-based compensation, depreciatiooménty and equipment and deferred taxes, andtedjlry changes in operating assets and
liabilities, such as accounts receivable and actliabilities, prepayments and other assets, adquayables and deferred revenue.

Net cash provided by operating activities amoumte@MB1,301.4 million (US$209.7 million) for the geended December 31, 2014,
primarily resulting from RMB3,988.2 million (US$$848 million) of cash revenues we received fromdalke of IVAS and advertisements,
partially offset by our saleelated cash outflow of RMB1,533.6 million (US$22illion), which mainly consisted of the amountsedo thirc
party game developers under revenue sharing amaargs, distributions under arrangements with aegiarformers and channel owners,
payment collection costs and business taxes, optogee salaries and welfare payments of RMB651I1bami(US$105.0 million), our
payments for the lease of bandwidth of RMB327.2ioml(US$52.7 million) and our general operatingtscof RMB174.5 million
(US$28.1 million).

Net cash provided by operating activities amoumteBMB891.2 million for the year ended December3113, primarily resulting
from RMB2,225.4 million of cash revenues we recdiffem the sale of IVAS and advertisements, pdytiaffset by our sales-related cash
outflow of RMB665.1 million, which mainly consisted the amounts due to third party game developeder revenue sharing arrangements,
distributions under arrangements with certain genfers and channel owners, payment collection @usbusiness taxes, our employee
salaries and welfare payments of RMB317.6 milliaur, payments for the lease of bandwidth of RMB19iiilion and our general operating
costs of RMB154.0 million.

Net cash provided by operating activities amoumteBMB356.9 million for the year ended December3112, primarily resulting
from RMB996.4 million of cash revenues we receifretn the sale of IVAS and advertisements, partiaffget by our employee salaries and
welfare payment of RMB244.3 million, our saledated cash outflow of RMB169.7 million, which mbi consisted of the amounts due to tl
party game developers under revenue sharing amaangs, distributions under arrangements with aegapular performers and channel
owners on our online music and entertainment, paymmalection costs and business taxes, our payrfenthe lease of bandwidth of
RMB135.4 million and our general operating costRbMB90.1 million.

Investing Activities

Net cash used in investing activities largely retieplacements of short-term deposits, purchaspeoperty and equipment and other
non-current assets in connection with the exparsimhupgrade of our technology infrastructure, @ndacquisitions of and investments in
certain companies.

Net cash used in investing activities amountedMBR,954.1 million (US$637.3 million) in the yeardsd December 31, 2014. Net
cash used in investing activities primarily resditfeom the placement of short-term deposits of RMB3.9 million (US$861.3 million),
payments of an aggregate RMB 510.3 million (US$88ilBon) for other noneurrent assets, mainly consisting of prepaymentseddain floor.
of an office building, payments of RMB178.5 milligdS$28.8 million) for the purchase of property augiipment, which mainly consisted of
the purchase of servers, and cash paid for cextajnisitions and strategic investments of RMB258ilfion (US$41.8 million), partially offset
by the maturity of short-term deposits in varioasks in the amount of RMB2,550.1 million (US$41tiiion).

Net cash used in investing activities amountedMBR59.6 million in the year ended December 31, 206t cash used in investing
activities primarily resulted from the placementsbbrt-term deposits of RMB1,529.1 million, paynseot RMB55.6 million for the purchase
of property and equipment, which mainly consistethe purchase of servers, and cash paid for cesteategic investments of
RMB58.1 million, partially offset by the maturityf short-term deposits in various banks in the anhofiRMB996.0 million.

Net cash used in investing activities amountedMBR98.5 million in the year ended December 31, 20&t cash used in investing
activities primarily resulted from the placemensbbrt-term deposits of RMB1,040.3 million, consaten of RMB11.7 million paid in
connection with an acquisition, and payments of FIA@B million for the purchase of property and equémt, which mainly consisted of the
purchase of servers to serve our expanded useabdséo a lesser extent, the purchase of offioatfure and other office set-up related costs,
partially offset by the maturity of term depositsviarious banks in the amount of RMB615.3 million.
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Financing Activities

Net cash provided by financing activities was RMER,.8 million (US$387.2 million) in 2014, primarigttributable to the net
proceeds of RMB2,402.6 million (US$387.2) milliaih the issuance of 2.25% convertible senior nae2D19, issued in March 2014.

Net cash used in financing activities was RMB5.Hiom in 2013, primarily attributable to a portiaf the listing expenses of
RMB5.8 million.

Net cash provided by financing activities was RMB52million in 2012, primarily attributable to tipgoceeds of RMB550.6 million
from our initial public offering in November 2012artially offset by a portion of the listing expessof RMB 27.8 million.

Capital Expenditures

We made capital expenditures of RMB79.4 million, BR2.2 million and RMB744.7 million (US$120.0 milhpin 2012, 2013 and
2014, respectively. Our capital expenditures aimgmily used to purchase office space, computersess, office furniture, operating rights for
licensed games, software, domain names and otketsa3 o support increased headcounts associatie@uwvicontinuing expansion, we
entered into an agreement on August 7, 2014 tchaseccertain floors of an office building in Guanga, China for a total consideration of
RMB479.2 million. We expect to incur additional @apexpenditures in 2015 for the refurbishmenttaf abovementioned office space.

C. Research and Development, Patents and Licens&sc.

In order to support the kind of multi-user, reahi online voice and video communications on a soadessary for our platform, we
build and develop our own network infrastructuree Slitem 4. Information on the Company—B. Busin@ssrview—Research and
Development” for a description of the research dexklopment aspect of our business and "ltem drimdtion on the Company—B. Business
Overview—Intellectual Property" for a descriptiohtlee protection of our intellectual property.

Research and development expenses consist prinoasblaries and benefits for research and devedoppersonnel and rental and
depreciation of office premises and servers utiliag the research and development personnel. Riisaad development expenses greatly
increased in the past three years ended Decemb2034, due to the need for additional researchdeweélopment personnel to accommodate
the rapid growth of our business. We expect owraesh and development expenses in absolute anwindrease as we intend to retain
existing research and development personnel anchaks new ones to, among other things, develop senes of applications for our platform,
improve technology infrastructure to further enlmoser experience, and further develop enhancéarésafor Mobile YY to reach more use
We incurred RMB176.7 million, RMB267.0 million aftMB431.2 million (US$69.5 million) of research adelvelopment expenses in 2012,
2013 and 2014, respectively.

D. Trend Information

Other than as disclosed elsewhere in this annpaltewe are not aware of any trends, uncertaindesmands, commitments or events
since the beginning of our fiscal year 2014 thatraasonably likely to have a material effect onret revenues, income from operations,
profitability, liquidity or capital resources, drat would cause the disclosed financial informatmbe not necessarily indicative of future
operating results or financial condition.

E. Off-Balance Sheet Arrangements

We have not entered into any financial guaranteesheer commitments to guarantee the payment disigs of any third parties. We
have not entered into any derivative contractsdhaindexed to our shares and classified as shidess' (deficit)/equity, or that are not
reflected in our consolidated financial statemelRtsthermore, we do not have any retained or cgatihinterest in assets transferred to an
unconsolidated entity that serves as credit, ligyiok market risk support to such entity. We da have any variable interest in any
unconsolidated entity that provides financing, iijty, market risk or credit support to us or engsin leasing, hedging or research and
development services with us.

98




F. Tabular Disclosure of Contractual Obligations

The following table sets forth our contractual ghtions as of December 31, 2014:

Payment Due by Perioc
Less than More than
Total 1 year 1-2 years 3-5 years 5 years
(in thousands)

Operating lease obligatiof8

(in RMB) 40,23( 29,41 8,31t 2,50z -
Long-term borrowing®
(in US$) 440,50( 9,00( 9,00( 422,50( -

(1) Operating lease obligations refer to the lexs#fices under operating lease agreements, wésignificant portion of the risks and
rewards of ownership are retained by the lessgmmats made under operating leases are charghd tmhsolidated statements of
operations on a strai¢-line basis over the period of the lease, including free lease perioc

(2) Long-term borrowing includes principle and irests that are derived from our 2.25% convertiblear notes due 2019, presuming that nc
conversion and repurchase would oci

Our operating lease obligations increased from Bbez 31, 2013 to December 31, 2014 primarily bezauss entered into some new
leases in 2014.

Other than the obligations set forth above, wenditlhave any other long-term debt obligations, afyeg lease obligations, purchase
obligations or other long-term liabilities as of é@enber 31, 2014.

G. Safe Harbor
See "Forward Looking Statements" on page 2 ofahiwial report.
ITEM 6. DIRECTORS, SENIOR MANAGEMENT AND EMPLO YEES

A. Directors and Senior Management

The following table sets forth information regamgliour directors and executive officers as of thie dé this annual report. There are
no family relationships among any of the directmrexecutive officers of our company.

Directors and Executive Officers Age Position/Title

Jun Lei 46 Chairman of the Board and Direc!
David Xueling Li 41 Chief Executive Officer and Directi
Qin Liu 43 Director

Jenny Hong Wei Le 43 Independent Directc

Peter Andrew Schlos 55 Independent Directc

Peng T. On¢ 52 Independent Directc

Richard Weidong ¢ 48 Independent Directc

David Tang 61 Independent Directc

Rongjie Donc 39 Executive Vice Presidel

Jin Cac 43 Executive Vice Presidel

Eric He 55 Chief Financial Office

Mr. Jun Leiis our co-founder and has been our chairman sinc@oeption. Mr. Lei is a co-founder and the chrain of Kingsoft
Corporation Limited, a China-based software anéhenyjames company listed on the Stock ExchangeoofjHKong, and served as its chief
executive officer from October 1998 to December20@r. Lei is the chairman of Cheetah Mobile Inghich was listed on Nasdaq in May,
2014. In 2010, Mr. Lei cdeunded and has since then served as the chairhéiaami Corporation, a smartphone and mobile inércompan
in China. From April 2000 to March 2005, Mr. Lei-tmunded and served as chairman of Joyo.com whiating his tenure, was sold to
Amazon, becoming Amazon China. Since November 20B3l.ei has served on the board of directors offdfuUniversity. In addition,

Mr. Lei is active in private investments and cuthgserves as a director or advisor in severalgiely held companies that he founded or
invested in. Mr. Lei received his bachelor's degnesomputer science from Wuhan University in 1991.
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Mr. David Xueling Liis our co-founder and has been our chief execufffieer since our inception. Mr. Li is primarily sponsible for
our overall management, major decision-making aradegic planning, including research and develagr@efore founding our company,
Mr. Li worked at Netease.com, Inc. from July 2003\pril 2005 and served as its chief editor. In @0®r. Li founded CFP.cn, a website that
provided a copyright trading platform for journ&disnd amateur photographers. Mr. Li received adlacs degree in philosophy from Rent
University of China in 1997.

Mr. Qin Liu has been a director of our company since June 2008.iu has been a director of Morningside ChindTFund I, L.P.
since its formation in 2008, where he is primardgponsible for managing early-stage investmentisdrinternet, wireless, media,
entertainment and consumer services sectors inaCHia also serves as a director in several nonigopbitfolio companies of the fund. From
2000 through 2008, Mr. Liu worked at MorningsideNTBnagement Services (Shanghai) Co., Ltd. and lestiald its print media business and
served as publisher of The Bund, an upscale lifestgekly publication. Mr. Liu received a mastelegree in business administration, or M
from China Europe International Business Schodldf9 and a bachelor's degree in electrical engimgpéom Beijing Science & Technology
University in 1993.

Ms. Jenny Hong Wei Ld®s served as our director since December 2009L&4sis currently a director of Pactera Technology
International Ltd., a leading China-based provigfesutsourced information technology and researnthdevelopment services, which was
formerly listed on the NASDAQ Global Select Marlketd subsequently privatized in 2014. She is aldioeztor and a member of the audit
committee of 21Vianet Group, Inc., a leading Chiaaged carrier-neutral Internet data center sengo®gder, which is listed on the NASDAQ
Global Select Market. In addition, Ms. Lee sengea managing director of Granite Global Venturé&. IL.C., which is a general partner of
Granite Global Ventures Ill L.P. and GGV Il Entrepeurs Fund L.P. From 2002 to 2005, Ms. Lee seagealvice president of JAFCO Asia.
Ms. Lee received her bachelor's degree in eleteivgineering in 1994 and master's degree in ergimgin 1995 from Cornell University.
Ms. Lee also has an MBA degree from Kellogg Scluddlanagement at Northwestern University in 2001.

Mr. Peter Andrew Schloggs served as our independent director since Nosegth 2012. Mr. Schloss is a partner at Phoenidi®e
Fund L.P., a private equity fund established byePinoTelevision Group, a company listed on the Etxchange of Hong Kong, to invest in
media and culture-related companies in China. Mhl&s has been serving as an independent di@atiothe audit committee chairman of
Giant Interactive Group Inc., an NYSE-listed compasince 2007. From 2008 to 2012, Mr. Schloss skagethe chief executive officer of
Allied Pacific Sports Network Limited, a leadingénnet and wireless provider of live and on-demspatts programs in Asia. Prior to joining
Allied Pacific Sports Network Limited, Mr. Schloasrked at TOM Online Inc., serving as the chiegfinial officer from 2003 to 2005, as an
executive director from 2004 to 2007 and as thefdhpal officer from 2005 to 2007. Mr. Schlossa®ed a bachelor's degree in political
science and a juris doctor degree from Tulane Usitye

Mr. Peng T. Ondnas served as our independent director since Noeegth 2012. Mr. Ong is a managing director of Mertill
Ventures. Prior to founding Monk’s Hill Ventures fvas a partner at GSR Ventures. Mr Ong is a direxftthe Media Development Authority
of Singapore. In addition, he is a trustee of they&pore University of Technology and Design arnsl an the strategic advisory board of the
Chancellor of the University of lllinois. Mr. Ongas an independent director of Singapore Telecomrations Limited through July 2013 and
chairs SingTel's group enterprise advisory committée was an independent director of the Natioeslelarch Foundation of Singapore from
2009 to 2013. He served as chairman of Infocommedtments Pte Ltd, a venture capital fund in Singadoom 2006 to 2013. Mr. Ong
founded Interwoven Inc. (acquired by Autonomy Cagpion plc., now part of Hewlett-Packard) and sdras its president and chief executive
officer from 1995 to 1997 and its chairman from 288 2002. Mr. Ong also founded Encentuate Incctvbiecame the foundation of the IBM
Singapore Software Lab after being acquired by IRMaddition, Mr. Ong co-founded Match.com (nowtprlAC/InterActiveCorp) and
served in various engineering and management positt lllustra Information Technologies, Inc. (nimformix Corporation, part of IBM),
Sybase Inc. (now SAP America, Inc.) and Gensym Qmaton. Mr. Ong Peng received a bachelor's degretectrical engineering from
University of Texas at Austin and a master's degrea®mputer science from University of lllinoisldtbana-Champaign.

100




Mr. Richard Weidong Jaas served as our independent director since Ma$.20r. Ji is the cofounder and managing partneklbf
Stars Investment Limited, which focuses on invgstiminternet technology leaders and consumer lsrétmat help enhance the lives of Chinese
consumers. From 2005 to 2012, Mr. Ji served as giagalirector and head of Asia-Pacific Internet/madvestment research at Morgan
Stanley Asia Limited. During his time with Morgate8ley, Mr. Ji was consistently rated as one oftéipeinternet analysts covering the
Chinese internet according to the Institutionalester and Greenwich Associates' annual surveys:. Rkeli's career, he has received many
awards from reputable publications and researchpgrincluding the Financial Times, South China MogrPost, Asiamoney, Absolute
Return & Alpha magazine and iResearch Consultimgu@rMr. Ji holds a doctor of sciences degreeafobical science from Harvard
University, an MBA from the Wharton School of Busgs at the University of Pennsylvania and a Baclw#lScience from Fudan University
in China. He also serves as an independent dire€ff8.com.

Mr. David Tanghas served as our independent director since Ma$.2@r. Tang currently serves as a managing diragdtdlokia
Growth Partners, a global venture capital firm g@cializes in investing in mobile technologied arobile businesses. From 2011 to 2012,
Mr. Tang was the vice president of the Europearobl@hamber of Commerce in China, vice chairmamefChina Association of Enterprises
with Foreign Investments, and vice chairman ofBkging International Chamber of Commerce. Mr. Térag spent nearly a decade with the
Nokia group, having served as the vice chairmaNa¥ia (China) Investment Co., Ltd. and chairmamokia Telecommunications Ltd. whe
he was responsible for government relations, giratgartnerships, corporate development, and swaidity. Prior to serving in those roles, he
was the vice chairman and vice president of saleblbkia in the greater China region from 2005802 Mr. Tang has also held executive
positions in other leading global technology firsueh as Apple, AMD, 3Com, DEC, and AST. Mr. Tanggeireed his bachelor's degree in
Computer Science and Engineering from Californ&esUniversity at Long Beach and a master's dagrBesiness from California State
University at Fullerton.

Mr. Rongjie Donghas been the president of the technology departaf€tiangzhou Huaduo since October 2006 and igtlyrour
executive vice president. Prior to joining us, Beved as product manager and head of the techndiggrtment of 163.com from 2000 to
2006. Mr. Dong received his bachelor's degree mmger hardware from Beijing Information Engineegrinstitute (now known as Beijing
Information Science and Technology University) 899.

Mr. Jin Caohas been the vice president of Guangzhou Duowae 008 and is currently our executive vice pragiderom June
2005 to October 2008, he served as the presidéweatasks Inc. From January 2000 to February 20806grved as the chief representative ¢
FATWIRE Corp. From August 1995 to August 1997, reswa senior programmer for the China Aviation apdc® Authority (CASA). He
founded niba.com, an online video streaming compiang006. Mr. Cao received a bachelor's degreéedustrial engineering from Tianjin
University in 1995 and a master's degree in inéhlstngineering from University of Cincinnati in 99.

Mr. Eric He has been our chief financial officer since Augudt2 He currently also serves as an independesttdirof MOL Global
Inc. (NASDAQ: MOLG) and 51job (Nasdaq: JOBS). Pti@joining us, Mr. He served as the chief finahofficer of Giant Interactive
Group, Inc., an NYSE-listed company, from March 260 August 2011. He served as the chief stratéfigeo of Ninetowns Internet
Technology Group from 2004 to 2007. From 2002 t0&Me served as a private equity investment airdot AIG Global Investment Corp
(Asia) Ltd. Mr. He received a bachelor's degreadoounting from National Taipei University and aBMdegree from the Wharton School of
Business at the University of Pennsylvania. Mr.i$la Certified Public Accountant and Chartered Raia Analyst in the United States.

B. Compensation of Directors and Executive Officers

For the fiscal year ended December 31, 2014, we: graiaggregate of RMB10.3 million (US$ 1.7 milljan cash, including salaries
and bonuses, to our directors and executive offidesr details on the share incentive grants taloectors and officers, see "Share Incentiv
Plans." For the fiscal year ended December 31, 20&4nade contributions for our directors and eeewofficers for their pension insurance,
medical insurance, housing fund, unemployment dhercstatutory benefits as required by PRC lavaniggregate amount of RMB 0.3
million (US$ 0.1 million). We did not set asideaxrcrue any other pension or retirement beneditedr directors and executive officers for
the fiscal year ended December 31, 2014.

Employment Agreements

We have entered into employment agreements witls@nior executive officers. We may terminate aceskecutive officer's
employment for cause at any time without remunenafidr certain acts of the officer, such as beiogvicted of any criminal conduct, any act
of gross or willful misconduct or any serious, Wil| grossly negligent or persistent breach of amployment agreement provision, or
engaging in any conduct which may make the contireraployment of such officer detrimental to our pamy. We may also terminate a
senior executive officer's employment by givingelhimonths' prior written notice. A senior executiicer may terminate his or her
employment at any time by giving three months'tenitnotice, provided that such notice may only ivergby the officer any time after the
third anniversary of his or her employment.
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Each senior executive officer has agreed to hélehfalrmation, know-how and records in any way cected with the business of our
company, including, without limitation, all formwadesigns, specifications, drawings, data, operatand testing procedures, manuals and
instructions and all customer and supplier listdesinformation, business plans and forecastabiteichnical or other expertise and all
computer software of our company, in strict conficke during and after his or her employment. Eafibesfalso agrees that we shall own all
the intellectual property developed by such offidering his or her employment.

Share Incentive Plans

We have adopted two share incentive plans, narttey2009 Scheme and the 2011 Plan. The purpo$esd two share incentive
plans is to attract and retain personnel by linklmgpersonal interests of the members of the haodfiders, employees and consultants to the
success of our business and by providing suchithagids with an incentive for outstanding performangs of March 31, 2015, options to
purchase 3,510,745 common shares, 20,184,03%tedtshares and 47,023,736 restricted share ueits gutstanding under the 2009 Schem:
and the 2011 Plan.

2009 Employee Equity Incentive Scheme

We adopted the 2009 Scheme in December 2009. ei®bpr 2011, YY Inc. assumed all the rights andgakibns of Duowan
Entertainment Corp. under all share-based compensgarteviously issued by Duowan Entertainment Cangluding under the relevant award
agreement and under the 2009 Scheme, if applicabteundertook to issue its own common shares thmaxercise of any share-based
compensation awards previously issued by DuowaarEimment Corp., subject to compliance with thenteand conditions of the relevant
award agreements and the 2009 Scheme, if applicable

Under the 2009 Scheme, the maximum number of slarespect of which options or restricted sharay tve granted is 120,020,0
The following paragraphs summarize the terms o0& Scheme.

Types of Awards.The following briefly describe the principal feats of the various awards that may be granted uhde2009
Scheme.

« Options. Options provide for the right to purchase a detinumber of our common shares at a specifietk@nd usually will
become exercisable at the discretion of our planiaidtrator in one or more installments after tihang date. The option exercise price
may be paid, subject to the discretion of the ldministrator, in cash or check, in our commonaharhich have been held by the
option holder for such period of time as may beunexgl to avoid adverse accounting consequenceshar property with value equal
to the exercise price, through a brc-assisted cashless exercise, or by any combinatithre doregoing

» Restricted Share: A restricted share award is the grant of our comishares which are subject to certain restrictoortsmay be
subject to risk of forfeiture. Unless otherwiseatatined by our plan administrator, a restrictedsli®nontransferable and may be
forfeited or repurchased by us upon terminatioarnployment or service during a restricted periodr @an administrator may also
impose other restrictions on the restricted shaash as limitations on the right to vote or thghtito receive dividend:

Plan Administration. Our board or a committee of one or more membeaaipboard duly authorized for the purpose of the®
Scheme can act as the plan administrator.

Award Agreement.Options or restricted shares granted under th® Z@beme are evidenced by an award agreemengetisgbsth
the terms, conditions and limitations for each gran

Option Exercise Price.The exercise price in respect of any option dhallixed by reference to the date upon which tht@ogor the
relevant part thereof) is granted, and shall béheelection of the plan administrator, (a) thedavaluation price per share certified by a third
party valuer prior to the date of grant of the vala option (or relevant part thereof) or (b) thtebt price per share at which we have issued a
shares prior to the date of grant of the relevatiba (or relevant part thereof).
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Eligibility. We may grant awards to our employees, officerscarettors or consultants to our members.

Term of the Awards.The 2009 Scheme shall be valid and effective foer@od of ten years from the date of effectiveng@és term o
each option or restricted share grant shall beéans from the date of the grant.

Vesting Scheduleln general, the plan administrator determinessgsting schedule, which is set forth in the awaneament.

Transfer Restrictions.Awards for options or restricted shares may ndréesferred in any manner by the award holdersnaay be
exercised only by such holders, subject to lim@gdeptions. Restricted shares may not be trandfeltreng the period of restriction.

Termination. The plan administrator may at any time terminhtedperation of the 2009 Scheme.

Prior to the adoption of the 2009 Scheme, we grhogetain share options to our employees pursoargrtain share option
agreements which carried substantially the sanmestand conditions with those stipulated in the 2868eme.

2011 Share Incentive Plan
We adopted the 2011 Plan in September 2011.

Under the 2011 Plan, the maximum number of comnhanes reserved for issuance under the plan is @800, plus an annual
increase of 20,000,000 on the first day of eadtafigear, beginning in 2013, or such smaller nundf@mmon shares as determined by our
board of directors.

The following paragraphs summarize the terms oPOEL Plan.
Types of Awards.The following briefly describe the principal feads of the various awards that may be granted uheée2011 Plan.

« Options. Options provide for the right to purchase a spedihumber of our common shares at a specifiea md usually will
become exercisable at the discretion of our planiaidtrator in one or more installments after tihang date. The option exercise price
may be paid, subject to the discretion of the ldministrator, in cash or check, in our commonaharhich have been held by the
option holder for such period of time as may beunegl to avoid adverse accounting consequenceshér property with value equal
to the exercise price, through a brc-assisted cashless exercise, or by any combinatithe doregoing

« Restricted Share: A restricted share award is the grant of our comsttares which are subject to certain restricteors may be
subject to risk of forfeiture. Unless otherwiseatstined by our plan administrator, a restrictedsl®nontransferable and may be
forfeited or repurchased by us upon terminatioaroployment or service during a restricted periogr @an administrator may also
impose other restrictions on the restricted shanash as limitations on the right to vote or thghtito receive dividend:

« Restricted Share Unit A restricted share unit award is the grant ofrtgkt to receive a common share at a future datienaay be
subject to forfeiture. Our plan administrator hae discretion to set performance objectives orrotksting criteria that will determine
the number or value of restricted share units tgraeted. Unless otherwise determined by our pthmiistrator, a restricted share
unit is nontransferable and may be forfeited ourepased by us upon termination of employment orige during a restricted period.
Our plan administrator, at the time of grant, sfiesithe dates on which the restricted share bait®me fully vestec

Plan Administration. Our board or a committee of one or more membeaipoboard duly authorized for the purpose of th&12?Plar
can act as the plan administrator.

Award Agreement.Options, restricted shares or restricted sharis granted under the 2011 Plan are evidenced layvand
agreement that sets forth the terms, conditiondiemtitions for each grant.
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Option Exercise Price.The exercise price in respect of any option dhallietermined by the plan administrator and sé¢t farthe
award agreement which may be a fixed or variakeepelated to the fair market value of the shafé® exercise price per share subject to an
option may be amended or adjusted in the absolsteadion of the plan administrator, the determorabf which shall be final, binding and
conclusive.

Eligibility. We may grant awards to our employees, consultardgectors.

Term of the Awards.The 2011 Plan shall be valid and effective foedqd of ten years from the date of effectiven@s® term of
each option grant shall not exceed ten years flandate of the grant.

Vesting Scheduleln general, the plan administrator determinesvsing schedule, which is set forth in the awaycament.

Transfer Restrictions.Awards for options, restricted shares or restiicieare units may not be transferred in any maloypéne awar
holders and may be exercised only by such holdeigect to limited exceptions. Restricted shareg nu be transferred during the period of
restriction.

Termination. The plan administrator may at any time terminatedperation of the 2011 Plan.

The following table summarizes, as of March 31,20fe outstanding options granted to our executffieers, directors and other
individuals as a group.

Common Shares

Underlying
Options Exercise Price

Awarded (US$/Share) Date of Grant Date of Expiration
Rongjie Donc * 0.00489! January 1, 20( December 31, 201
* 0.00551! January 1, 20( December 31, 201
* 0.00673! January 1, 20( December 31, 201
Other Individuals as a Grol 10 — January 1, 20( December 31, 201
634,05: 0.00551! January 1, 20( December 31, 201
2,596,71. 0.00673! January 1, 20( December 31, 201

Total 3,510,74!

*  The aggregate number of common shares underthi@gutstanding options held by this individudeiss than 1% of our total outstanding
shares

The following table summarizes, as of March 31,20ke outstanding restricted shares granted t@exegutive officers, directors and
other individuals as a group.

Name Restricted Shares Granter Date of Grant
Jin Cac * February 1, 201
Rongjie Donc * January 1, 201

Other Individuals as a Grot 9,331,23i
638,60:
5,303,94i
250,00(
4,234,522

20,184,03

Total

January 1, 201
February 1, 201
July 1, 201(
October 1, 2011

January 1, 201

*  The aggregate number of common shares underthi@gutstanding restricted shares held by eachesktindividuals is less than 1% of

our total outstanding share
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The following table summarizes, as of March 31,20fe outstanding restricted share units grartexit executive officers, directc
and other individuals as a group.

Common Shares Underlying

Name Restricted Share Units Grante( Date of Grant
David Xueling Li *  April 30, 2013
* June 20, 201
Jenny Hong Wei Le * November 7, 201
* June 16, 201
Peter Andrew Schlos * November 7, 201
* June 16, 201
Peng T. On¢ * November 7, 201
* June 16, 201
Richard Weidong < * May 23, 2013
* June 16, 201
David Tang * May 23, 201z
* June 16, 201
Eric He * September 16, 201
* November 21, 201
* April 30, 2013
Jin Cac * April 30, 2013
* July 19, 201
Rongjie Donc * April 30, 2013
*

July 19, 201:
* June 20, 201
Other Individuals as a Grol 2,381,821 September 16, 201
511,14( January 1, 201
2,697,38" March 31, 201:
283,32( July 15, 201:
4,938,511 September 1, 201
30,78( September 30, 201
514,22( March 31, 201!
13,24¢ April 18, 2013
15,019,92 April 30, 2013
1,164,341 July 19, 201:
19,42( October 1, 201:
40,00 November 1, 201
228,94( February 1, 201
480,00( April 1, 2014
150,00( April 30, 2014
800,00( May 1, 2014
35,00( June 16, 201
4,981,58: June 20, 201
1,135,401 October 30, 201
960,00( March 16, 2015

Total 47,023,73

*  The aggregate number of common shares underlyasgutstanding restricted share units, or RSUs, Imglelach of these individuals is I
than 1% of our total outstanding shau

C. Board Practices

Our board of directors currently consists of eigdinectors. A director is not required to hold almaies in our company to qualify to
serve as a director. A director may vote with respe any contract, proposed contract, or arrangeéinenhich he or she is materially
interested. A director may exercise all the poveéithe company to borrow money, mortgage its bussinproperty and uncalled capital, and
issue debentures or other securities whenever msrimyrrowed or as security for any obligationtwf tompany or of any third party. See
"ltem 6. Directors, Senior Management and Employe®sCompensation of Directors and Executive Offi¢dor a description of the
employment agreements we have entered into witls@wior executive officers.

Committees of the Board of Directors

We have established an audit committee, a compensaimmittee and a corporate governance and naimineommittee under the
board of directors. We have adopted a charterdoh ®f the three committees. Each committee's mesvama functions are described below.
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Audit Committee. Our audit committee consists of Mr. Peter Amd&chloss, Mr. Peng T. Ong and Mr. Richard Weiddingnd is
chaired by Mr. Schloss. We have determined that eadir. Schloss, Mr. Ong and Mr. Ji satisfies thelependence” requirements of
Rule 5605(c)(2) of the Listing Rules of the Nasé&gbal Market and meet the independence standadis iRule 10A-3 under the Securities
Exchange Act of 1934, as amended. We have detedntiira¢ Mr. Schloss qualifies as an "audit commifteancial expert." The audit
committee oversees our accounting and financiartey processes and the audits of the financééstents of our company. The audit
committee is responsible for, among other things:

« selecting the independent registered public ac@ogifitrm and pre-approving all auditing and non-iind services permitted to be
performed by the independent registered public @aibog firm;

« reviewing with the independent registered publiccamting firm any audit problems or difficultiescamanagement's response;
« reviewing and approving all proposed related paewgsactions, as defined in Iltem 404 of RegulaBelk under the Securities Act;
« discussing the annual audited financial statemgittsmanagement and the independent registeredcpatdtounting firm;

« reviewing major issues as to the adequacy of darnal controls and any special audit steps addptkght of any material control
deficiencies

« annually reviewing and reassessing the adequacyradudit committee charter;
« meeting separately and periodically with manageraadtthe independent registered public accounting &ind
« reporting regularly to the board.

Compensation Committee. Our compensation committee consists of Mr.lJinMs. Jenny Hong Wei Lee and Mr. David Tang,
is chaired by Mr. Lei. We have determined that eafdis. Lee and Mr. Tang satisfies the “indepen@é&mequirements of Rule 5605(c)(2) of
the Listing Rules of the Nasdag Global Market. Thmpensation committee assists the board in remgpamd approving the compensation
structure, including all forms of compensationatiglg to our directors and executive officers. @Guectors may not be present at any
committee meeting during which their compensattodeliberated upon. The compensation committeesigansible for, among other things:

« reviewing the total compensation package for o@cakve officers and making recommendations tditberd with respect to it;
« approving and overseeing the total compensatiokagagecfor our executives other than the three mersbs executives;

- reviewing the compensation of our directors andingakecommendations to the board with respect to it

« periodically reviewing and approving any long-tdmoentive compensation or equity plans, programsailar arrangements, annual
bonuses, and employee pension and welfare betesfis;panc

« selecting compensation consultant, legal counsethmr adviser only after taking into consideratadirfactors relevant to that person's
independence from manageme

Corporate Governance and Nominating Committee. Our nominating committee consists of Mr. Pen@mg, Mr. Qin Liu and
Mr. Peter Andrew Schloss, and is chaired by Mr. Olig have determined that each of Mr. Ong and Mhl¢&s satisfies the "independence”
requirements of Rule 5605(c)(2) of the Listing Rutd the Nasdag Global Market. The nominating cotte@iassists the board in selecting
individuals qualified to become our directors andiétermining the composition of the board andasmittees. The nominating committee is
responsible for, among other things:
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« recommending nominees to the board for electiom-@lection to the board, or for appointment tbaily vacancy on the board;

« reviewing annually with the board the current cosipon of the board with regards to characteristiesh as independence, age, sk
experience and availability of service to

« selecting and recommending to the board the nafndisectors to serve as members of the audit cotemind the compensation
committee, as well as of the nominating committeelfi; and

« monitoring compliance with our code of businessduant and ethics, including reviewing the adequauy effectiveness of our
procedures to ensure proper complial

Duties of Directors

Under Cayman Islands law, our directors have a comiaw duty of loyalty to act honestly in good Fawith a view to our best
interests. Our directors also have a duty to egerttie skill they actually possess and such catelifigence that a reasonably prudent person
would exercise in comparable circumstances. Ilnllind their duty of care to us, our directors mesisure compliance with our memorandum
and articles of association.
Terms of Directors and Officers

Our officers are elected by and serve at the distcref the board. Our directors are not subjea term of office and hold office until
such time as they are removed from office by spee&olution of all shareholders. A director wi#k bemoved from office automatically if,

among other things, the director (1) becomes bantloumakes any arrangement or composition witlcheglitors; or (2) dies or is found by
company to be of unsound mind.

D. Employees

The following table sets forth the numbers of ompéoyees, categorized by function, as of DecemhefG14:

Functions Number of Employee:
Managemen 23
Customer services and operatit 82t
Engineering and maintenan 122
Research and developmt 1,62(
Sales and marketir 127
General and administration 172
Total 2,88¢

We had a total of 1,298, 1,751 and 2,889 emplogsaxf December 31, 2012, 2013 and 2014, respegtivel

We have developed a corporate culture that enceariadfiative, technical superiority and self-deyghent. In addition, we
periodically evaluate our employees' performanak@ovide them with training sessions tailoreddolejob function to enhance performance
and service quality.

As required by regulations in China, we participatearious employee social security plans thataaganized by municipal and
provincial governments, including pension, unempieyt insurance, childbirth insurance, work-relatgdry insurance, medical insurance anc
housing insurance. We are required under PRC lawnatike contributions to employee benefit plans at#jgd percentages of the salaries,
bonuses and certain allowances of our employee apnaximum amount specified by the local goventifirom time to time. We believe
that we maintain a good working relationship witlr employees and we have not experienced any gigniflabor disputes.
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E. Share Ownership

Class A Common Shares

As of March 31, 2015, we had 649,420,408 Classmroon shares outstanding. In addition, as of Mafg2B15, we have granted,
and have outstanding, options to purchase a tbbd0,745 Class A common shares, 20,184,033¢t=xtrshares and 47,023,736 restricted
share units to our directors, executive officetagpoemployees and consultants. For informatioandigg the Share Incentive Plans, see
"ltem 6.B. Compensation of Directors and Execu@fécers."
Class B Common Shares

As of March 31, 2015, we had 427,352,696 ClassBraon shares outstanding.
Beneficial Ownership

The following table sets forth information concempithe beneficial ownership of our common sharesf &arch 31, 2015, by:

« each of our directors and executive officers; and
« each person known to us to beneficially own moest8% of our common shares.

Beneficial ownership is determined in accordandé wie rules and regulations of the SEC. In cormgutine number of shares
beneficially owned by a person and the percentagescship of that person, we have included shawrgstile person has the right to acquire or
that would become unrestricted shares within 6& @der March 31, 2015, the most recent practicdate, including through the exercise of
any option, warrant, or other right or the convemsdf any other security. These shares, howevemairincluded in the computation of the
percentage ownership of any other person.

The calculations in the table below assume thatthere 649,420,408 Class A common shares outstguaaid 427,352,696 Class B
common shares as of March 31, 2015.

Class A Common Class B Commor Total Common Total
Shares Beneficially Shares Beneficially Shares Beneficially Voting
Owned(1) Owned(2) Owned Power(5)
Number % Number % Number(3) %(4) %

Directors and Executive Officers:*
Jun Lei® - - 192,741,48: 451 192,741,48 17.¢ 39.2
David Xueling Li(") 17,052,87 2.6 175.241,48 41.C 192,294,35 17.€ 35.¢
Qin Liu ® 40,164,322 6.2 - - 40,164,32 3.7 0.8
Jenny Hong Wei Le®) 19,122,92 2.¢ 40,833,34 9.6 59,956,26 5.€ 8.7
Peter Andrew Schlos xk x *k *k xk *k *x
Peng T Ong *% *% *% *% *% *% *%
Richard Weidong \_ *% *% *% *% *% *% *%
DaV'd Tang *% *% *% *% *% *% *%
Rongjie Donc19) 10,119,98 1.€ 1,575,00 0.4  11,694,98 1.1 0.5
Jin Cac *% *% *% *% *% *% *%
Eric He *% *% *% *% *% *% *%
All directors and executive officers as a
group 99,029,08 15.2 410,868,51 96.2 509,897,59 47.2 85.4
Principal Shareholders:
Top Brand Holdings Limite(1) - - 192,741,48 451 192,741,48 17.¢ 39.2
YYME Limited (12) 16,000,00 2.5 175,241,48 41.C 191,241,48 17.¢ 35.¢
Granite Global Venture(3 19,052,92 2.6 40,833,34 9.6 59,886,26 5.€ 8.7
Notes:

* Except for Mr. Jun Lei, Mr. Qin Liu, Ms. Jenny Hg Wei Lee, Mr. Peter Andrew Schloss, Mr. Peng igMr. Richard Weidong Ji,
Mr. David Tang and Mr. Rongjie Dong, the busineddrass of our directors and executive officerdasBuilding 3-08, Yangcheng
Creative Industry Zone, No. 309 Huangpu Avenue Néidd@ianhe District, Guangzhou, 510655, PI

**  The aggregate number of common shares benefigalhed by each of these individuals is less tharof &ur total outstanding share
(1) For each person and group included in thisroolupercentage ownership is calculated by dividirgnumber of Class A common share:

beneficially owned by such person or group, inalgdshares that such person or group has the dgitduire within 60 days of March
31, 2015, by the sum of (i) 649,420,408, whicthis total number of Class A common shares outstgrasrof March 31, 2015, and



(ii) the number of Class A common shares that ggrBon or group has the right to acquire withirdé@s of March 31, 201!
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(2) For each person and group included in thisroolupercentage ownership is calculated by dividirggnumber of Class B common share:
beneficially owned by such person or group by 427,896, being the total number of Class B commameshoutstanding as of March
31, 2015

(3) Represents the sum of Class A and Class B comnaesbeneficially owned by such person or gr

(4) For each person and group included in thisroolupercentage ownership is calculated by dividirgnumber of total common shares
beneficially owned by such person or group, bysina of the number of common shares outstandingrendumber of common shares
such person or group has the right to acquire @pencise of the stock options or warrants withirdégs after March 31, 201

(5) For each person or group included in this colurhe,gercentage of total voting power representshggqiower based on both Class A
Class B common shares held by such person or gvihpespect to all of our outstanding Class A &fass B common shares as one
class. Each holder of Class A common shares ilexhtd one vote per share. Each holder of oursCBasommon shares is entitled to
votes per share on all matters requiring a shadehgllvote. Our Class B common shares are conkeedilany time by the holder into
Class A common shares on a one-for-one basis, wb&kass A common shares are not convertible ilges@® common shares under
any circumstance:

(6) Representing 192,741,483 Class B common sharedididp Brand Holdings Limited, a BVI company whollwned and controlled k
Mr. Jun Lei. The business address of Mr. Lei im3baé#iandi Tower A, 12th Floor, Chaoyang Distriggijing 100102, PRC

(7) Representing (i) 16,000,000 Class A commonesheepresented by ADSSs, (ii) 175,241,483 ClassrBnoon shares held by YYME
Limited, a BVI company wholly owned and controlled Mr. David Xueling Li and (iii) 1,052,875 Classé@@mmon shares underlying
the options and restricted shares granted to MvidDéueling Li that are to be vested in 60 de

(8) Representing 40,164,320 Class A common shepmesented by ADSs held by Morningside China TMMd-lj L.P. Mr. Qin Liu is a
director of our company appointed by Morningsiden@irMT Fund I, L.P. The business address of Mu. ikiNo. 5, Lane 249, Anfu
Road, Shanghai 200031, PF

(9) Representing (i) 18,748,060 Class A common shamesented by ADSs and 40,179,740 Class B comnavesheld by Granite Glok
Ventures Il L.P., (ii) 304,860 Class A common @warepresented by ADSs and 653,600 Class B comhawassheld by GGV I
Entrepreneurs Fund L.P. and (iii) 70,000 restriciedre units granted to Ms. Jenny Hong Wei Leeltaae been fully vested and to be
vested within 60 days. The business address of bsis Unit 3501-3504, Two IFC, 8 Century Avenued®ng District, Shanghai
200120, PRC

(10) Representing (i) 9,730,740 Class A commoneshegpresented by ADSs held by Green Leaf Globmited, (ii) 1,575,000 Class B
common shares held by Green Leaf Global Limited(@)®B89,245 Class A common shares underlyingdpgons and restricted shares
granted to Mr. Rongjie Dong that have been fullgted and to be vested within 60 days. The busimeédess of Mr. Dong is 4th floor,
Youhua Business Center, Yingbin North Road, Xiamgebistrict, Zhuhai 519080, PR

(11) Representing 192,741,483 Class B common sharedididp Brand Holdings Limited, a BVI company wholwned and controlled k
Mr. Jun Lei. The business address of Top Brand idgkiLimited is c¢/o Jun Lei, Juanshitiandi Towerl&th Floor, Chaoyang District,
Beijing 100102, PRC

(12) Representing (i) 16,000,000 Class A commomeshepresented by ADSs and (ii) 175,241,483 Bassmmon shares held by YYME
Limited, a BVI company wholly owned and controlled Mr. David Xueling Li. The business address of M¥ Limited is c/o David
Xueling Li, Building 3-08, Yangcheng Creative IntlysZone, No. 309 Huangpu Avenue Middle, Tianhetiis Guangzhou, 510655,
PRC.

(13) Representing (i) 18,748,060 Class A common shamesented by ADSs and 40,179,740 Class B comnaresheld by Granite Glok
Ventures Il L.P. and (ii) 304,860 Class A commbares represented by ADSs and 653,600 Class B carshares held by GGV lli
Entrepreneurs Fund L.P. Each of Granite Global Mexst 11l L.P. and GGV Il Entrepreneurs Fund L#controlled by Granite Global
Ventures L.L.C., its sole general partner. ScotB8nham, Hany M. Nada, Thomas K. Ng, Jixun Foon@l8olomon, Jenny Hong Wei
Lee, Fumin Zhuo and Jessie Jin are managing dieofdGranite Global Ventures Il L.L.C. and aresde=d to share the voting and
investment power over such shares held by GrarlababVentures L.L.C. The business address of ea€ranite Global Ventures
[l L.P. and GGV Il Entrepreneurs Fund L.P. is 249and Hill Road, Suite 100, Menlo Park, CA 9402SA.

As of March 31, 2015, 1,076,773,104 of our commiweras were issued and outstanding, including 427636 Class B common
shares and 649,420,408 Class A common shares. Basedeview of the register of members maintalmedur Cayman Islands corporate
administrator, we believe that as of March 31, 2@5833,340 Class B common shares and 649,42@KH38 A common shares (excluding
shares being held in reserve by our depositarthfoexercise/vesting of the share incentive awarlssue) representing approximately 64.1%
of our total outstanding shares were held by theeerd holders in the United States; all of the,820,408 Class A common shares were held
of record by Deutsche Bank Trust Company Amerittasdepositary of our ADS program. The number ofdfieial owners of our ADSs in tl
United States is likely to be much larger thanriheber of record holders of our common shareserithited States. None of our existing
shareholders have different voting rights from offeareholders in the same class. See "ltem 6ci® Senior Management and
Employee—B. Compensation of Directors and Executive Offi—Employee Agreements" for a description of the emplent agreemen



we have entered into with our senior executiveceff.

Our common shares are divided into Class A comrhanes and Class B common shares. Holders of Classmnon shares are
entitled to one vote per share, while holders @s§IB common shares are entitled to ten voteshpee s
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We are not aware of any arrangement that maysabsequent date, result in a change of controlo€ompany.
ITEM 7. MAJOR SHAREHOLDERS AND RELATED PAR TY TRANSACTIONS

A. Major Shareholders

Please refer to "ltem 6. Directors, Senior Manageraad Employees—E. Share Ownership."

B. Related Party Transactions

Contractual Arrangements

The PRC government extensively regulates foreignesship of, and the licensing and permit requireisipertaining to, companies
that provide internet-based services such as oupMgiform. To comply with these restrictions, wendact our operations primarily through
Beijing Huanju Shidai's contractual arrangements Biijing Tuda, Guangzhou Huaduo and their resypeshareholders.

Contractual Arrangements with Beijing Tuda

The following is a summary of the currently effeeticontracts among our subsidiary, Beijing Huarhid&i, our PRC consolidated
affiliated entity, Beijing Tuda, and the sharehaofdef Beijing Tuda.

Agreements that transfer economic benefits to
Exclusive Business Cooperation Agreen

Under the exclusive business cooperation agreebstween Beijing Huanju Shidai and Beijing Tudaaa®nded, Beijing Huanju
Shidai has the exclusive right to provide to Bgjjifuda technology support, business support ansutiimg services related to Beijing Tuda's
business, the scope of which is to be determinddijng Huanju Shidai from time to time. Beijinguienju Shidai owns the exclusive
intellectual property rights created as a resuthefperformance of this agreement. The servicpdgable by Beijing Tuda to Beijing Huanju
Shidai is up to 100% of the net profit of Beijingda, and the timing and amount of the fee paynsdah be determined at the sole discretion
of Beijing Huanju Shidai. The term of this agreemaill expire in 2039 and may be extended with BejjHuanju Shidai's written
confirmation prior to the expiration date. Beijirganju Shidai has sole discretion to terminateatiieement at any time by providing 30 days
prior written notice to Beijing Tuda, while neithBeijing Tuda nor its shareholders are entitletetminate the agreement.

Exclusive Technology Support and Technology Serigeeemer

Under the exclusive technology support and tectgyo$ervices agreement between Beijing Huanju SkiddiBeijing Tuda, as
amended, Beijing Huanju Shidai has the exclusigiktrio provide to Beijing Tuda technology suppartl &echnology services related to all
technologies needed for its business. Beijing Hu&tjidai owns the exclusive intellectual propeitts created as a result of the performanc
of this agreement. The service fee payable by ®Bgifiuda to Beijing Huanju Shidai is 10% of Beijifigda's gross revenues. The term of this
agreement will expire in 2029 and may be extendil Beijing Huanju Shidai's written confirmationigr to the expiration date. Beijing
Huanju Shidai has sole discretion to terminatesifreement at any time by providing 30 days' priotten notice to Beijing Tuda, while neitt
Beijing Tuda nor its shareholders are entitlecetoninate the agreement.

Agreements that provide us effective control ovesijihig Tuda
Powers of Attorne

Under the irrevocable powers of attorney executeddth shareholder of Beijing Tuda, each such kbéder appointed Beijing
Huanju Shidai as its attorney-in-fact to exercisehsshareholders' rights in Beijing Tuda, includingthout limitation, the power to vote on its

behalf on all matters of Beijing Tuda requiring idtelder approval under PRC laws and regulatiodstla@ articles of association of Beijing
Tuda. Each power of attorney will remain in fora#ilthe shareholder ceases to hold any equityesten Beijing Tuda.
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Exclusive Option Agreeme

Under the exclusive option agreement between Belinanju Shidai, each of the shareholders of Bgijinda and Beijing Tuda, each
of the shareholders irrevocably granted Beijing ju&hidai or its designated representative(s)a@tusive option to purchase, to the extent
permitted under PRC law, all or part of his ordtpiity interests in Beijing Tuda. Beijing Huanjuidi or its designated representative(s) have
sole discretion as to when to exercise such optiitiger in part or in full. Without Beijing Huanjshidai's prior written consent, Beijing Tud
shareholders shall not sell, transfer, mortgagatleerwise dispose their equity interests in Beijingla. The term of this agreement is ten year
and may be extended at Beijing Huanju Shidai's disleretion.

Equity Interest Pledge Agreeme

Under the equity interest pledge agreement betBegimg Huanju Shidai and the shareholders of BgijTuda, the shareholders of
Beijing Tuda have pledged all of their equity im&ts in Beijing Tuda to Beijing Huanju Shidai toagantee the performance by Beijing Tuda
and its shareholders' performance of their resgeaibligations under the exclusive business codiparagreement, exclusive option
agreement, exclusive technology support and teclggyadervices agreement and powers of attorneyeiffri§) Tuda or its shareholders breach
their contractual obligations under those agreemdtijing Huanju Shidai, as the pledgee, will bétked to certain rights, including the right
to sell the pledged equity interests. This pledgeaime effective on the date the pledged equityasts were registered with the competent
administration for industry and commerce and vathain effective until the pledgors are no longerghareholders of Beijing Tuda.

Contractual Arrangements with Guangzhou Huaduo

In 2014, we received service fees of RMB 363.1lioml(US$ 58.5 million) from Guangzhou Huaduo. Thowing is a summary of
the currently effective contracts among Beijing HjueShidai, Guangzhou Huaduo and the sharehold&siangzhou Huaduo.

Agreements that transfer economic benefits to
Exclusive Business Cooperation Agreen

Under the exclusive business cooperation agreebeween Beijing Huanju Shidai and Guangzhou Huads@mended, Beijing
Huanju Shidai has the exclusive right to providé&tengzhou Huaduo technology support, businessosuapd consulting services related to
Guangzhou Huaduo's business, the scope of whiohbis determined by Beijing Huanju Shidai from titodime. Beijing Huanju Shidai owns
the exclusive intellectual property rights creatsd result of the performance of this agreemérd.service fee payable by Guangzhou Hu:
to Beijing Huanju Shidai is up to 100% of the nadfft of Guangzhou Huaduo, and the timing and amadithe fee payments will be
determined at the sole discretion of Beijing Hua®hidai. The term of this agreement will expir088 and may be extended with Beijing
Huanju Shidai's written confirmation prior to thepeation date. Beijing Huanju Shidai has sole dition to terminate the agreement at any
time by providing 30 days' prior written noticeGaiangzhou Huaduo, while neither Guangzhou Huadud@siehareholders are entitled to
terminate the agreement.

Exclusive Technology Support and Technology Serigeeemer

Under the exclusive technology support and techgyos®rvices agreement between Beijing Huanju SkiddiGuangzhou Huaduo, as
amended, Beijing Huanju Shidai has the exclusigitrio provide to Guangzhou Huaduo technology st technology services related to
all technologies needed for its business. Beijinghju Shidai owns the exclusive intellectual propeghts created as a result of the
performance of this agreement. The service feelpaysy Guangzhou Huaduo to Beijing Huanju Shiddid%o of Guangzhou Huaduo's gross
revenues. The term of this agreement will expir2028 and may be extended with Beijing Huanju Shideritten confirmation prior to the
expiration date. Beijing Huanju Shidai has soleiton to terminate the agreement at any timerbyiding 30 days' prior written notice to
Guangzhou Huaduo, while neither Guangzhou Huadudsiehareholders are entitled to terminate theegent.
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Agreements that provide us effective control ovarddgzhou Huaduc
Powers of Attorne

Under the irrevocable powers of attorney executeddzh shareholder of Guangzhou Huaduo, each sacbholder appointed
Beijing Huanju Shidai as its attorney-iaet to exercise such shareholders' rights in Gramg Huaduo, including, without limitation, the per
to vote on its behalf on all matters of Guangzhaadtio requiring shareholder approval under PRC &awisregulations and the articles of
association of Guangzhou Huaduo. Each power ofregyowill remain in force until the shareholder sesito hold any equity interest in
Guangzhou Huaduo.

Exclusive Option Agreeme

Under the exclusive option agreement between Reliinanju Shidai, each of the shareholders of Guamgi#Huaduo and Guangzhou
Huaduo, each of the shareholders irrevocably gda&sjing Huanju Shidai or its designated represtive(s) an exclusive option to purchase,
to the extent permitted under PRC law, all or pétiis or its equity interests in Guangzhou Huadggijing Huanju Shidai or its designated
representative(s) have sole discretion as to whexércise such options, either in part or in Mdithout Beijing Huanju Shidai's prior written
consent, Guangzhou Huaduo's shareholders shaktiptransfer, mortgage or otherwise dispose ity interests in Guangzhou Huaduo.
The term of this agreement is ten years and maxtended at Beijing Huanju Shidai's sole discretion

Equity Interest Pledge Agreeme

Under the equity interest pledge agreement betBegimg Huanju Shidai and the shareholders of Gaang Huaduo, the
shareholders of Guangzhou Huaduo have pledged thiém equity interests in Guangzhou Huaduo tgiBgiHuanju Shidai to guarantee the
performance by Guangzhou Huaduo and its sharefsolgenformance of their respective obligations urtde exclusive business cooperation
agreement, exclusive option agreement, exclusslent@ogy support and technology services agreearmhpowers of attorney. If Guangzhou
Huaduo and/or its shareholders breach their canthobligations under those agreements, Beijingrijlu Shidai, as the pledgee, will be
entitled to certain rights, including the rightgell the pledged equity interests. The pledge beazifiective on the date the pledged equity
interests were registered with the competent aditnation for industry and commerce and will remgfiiective until the pledgors are no longer
the shareholders of Guangzhou Huaduo.

Transactions with Affiliates

In July 2010, Guangzhou Huaduo entered into a éggaement with Zhuhai Daren Computer Technology Gd., or Zhuhai Daren,
and the shareholders of Zhuhai Daren, pursuanhtohaGuangzhou Huaduo agreed to provide interestifsans of up to RMB2.0 million in
the aggregate to Zhuhai Daren. The amount anddimiidrawdown on the loan is at Zhuhai Daren'samptGuangzhou Huaduo holds 30%
equity interest in Zhuhai Daren. Zhuhai Daren bwed RMB1.5 million in 2010 from Guangzhou Huadual &MBO0.5 million in 2011. As of
December 31, 2013, Zhuhai Daren had repaid theitofuil.

Guangzhou Huaduo and Zhuhai Daren had entereciséoies of cooperation agreements, under whicm@ai®u Huaduo and
Zhuhai Daren agreed to cooperate with respecteopleration of certain online games developed lyhZhDaren. In the years ended
December 31, 2012, 2013 and 2014, the aggregatearame revenues shared from Zhuhai Daren was R3MRillion, RMB24.5 million anc
RMB 25.6 million (US$ 4.1 million), respectively.

In 2010 and 2011, Guangzhou Huaduo and GuangzhangBhng Information Technical Co., Ltd., or GuarmgzBhanghang, entered
into certain server co-location agreements, undeclwGuangzhou Shanghang provides Guangzhou Huaitludandwidth and server co-
location services in different cities in China.dddition, Guangzhou Huaduo and Guangzhou Shangh&eged into two content delivery
network acceleration service agreements, underhnw@icangzhou Shanghang provides content deliveryarktacceleration services to
Guangzhou Huaduo. Guangzhou Shanghang is 28% duynild. Jun Lei, our co-founder and chairman, inahgdapproximately 7%
beneficially owned by Mr. David Xueling Li, our &fiexecutive officer and director. In the yearseh®ecember 31, 2012, 2013 and 2014
bandwidth service that Guangzhou Huaduo receivad fBuangzhou Shanghang amounted to RMB11.8 milkdiB21.3 million and RMB
42.5 million (US$ 6.8 million), respectively.
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Kingsoft Corporation, or Kingsoft, through thirdrpaadvertising agencies, has in the past placedréidements on Duowan.com and
YY Client, and we expect that Kingsoft may continiaalo so in the future. We indirectly derived newes through such third party advertising
agencies from Kingsoft in each of the years endecehber 31, 2012, 2013 and 2014 , which amountBdAB6.0 million, RMB2.0 million
and RMB 0.4 million (US$ 0.1 million), respectiyeln September 2013, Guangzhou Huaduo enteredseries of intangible assets
purchasing agreements with Kingsoft to acquireqgaight and patent application right for certaaftware, with a total consideration of
RMB6.0 million. Mr. Jun Lei, our co-founder and @maan, is currently chairman, non-executive direeod minority shareholder of Kingsoft.

In January 2011, Guangzhou Huaduo entered intgeeement to invest RMB1.0 million in Zhuhai Qi A@adht Club Co., Ltd., or
Zhuhai Qi Ao, which was 100% owned by Mr. Lei. Zhulpi Ao provides professional services and faesifor yacht owners in China. In
2012, we disposed of our 10.0% equity interesthntai Qi Ao in exchange for a payment of RMB1.Olignil from Mr. Lei.

In February 2011, Guangzhou Huaduo entered inega@ement to invest RMB2.5 million in Zhuhai JinBhauaikuai
Technology Co., Ltd., or JinShan Kuaikuai, whichswi®0% indirectly owned by Kingsoft. Upon such istveent, we own 20.8% of JinShan
KuaiKuai while Kingsoft indirectly owns 62.5% ofnBhan KuaiKuai, with the remaining 16.7% equiteiest owned by a third party. JinShan
Kuai Kuai provides online game technological reskaervices in China.

In 2011 and 2012, Guangzhou Huaduo entered intessef loan agreements with Zhuhai Lequ Technolgy, Ltd., or Zhuhai Lequi,
pursuant to which Guangzhou Huaduo provided intdres loans to Zhuhai Lequ by RMBO0.3 million antB1.2 million in 2011 and 2012,
respectively. Repayment of RMBO0.5 million and RM8mnillion (US$0.2 million) had been made in 2012 013, respectively. In March
2012 and 2013, Beijing Tuda invested RMB1.0 millaovd RMB1.0 million (US$0.2 million) respectivelnd then held a 86.96% equity
interest in total in, Zhuhai Lequ. We had reducedexjuity holding in Zhuhai Lequ to 13.33% by trf@msng 73.63% of equity interest we hi
to its founders as of December 31, 2013. We hatidureduced our equity holding in Zhuhai Lequ @5¥% by the disposal of 2.76% of the
equity interest to Chengdu Xishanju Entertainmesthihology Co., Ltd., a subsidiary of Kingsoft, éocash consideration of RMB1.6 million
(US$0.3 million) in September, 2014. In 2013, Guary Huaduo and Zhuhai Lequ entered into a codparagreement, under which
Guangzhou Huaduo and Zhuhai Lequ agreed to co@pertt respect to the operation of certain onlinengs developed by Zhuhai Lequ and
the aggregate online game revenues shared fromaZzhefu was RMB5.1 million and RMB 2.6 million (US$ million) in 2013 and 2014,
respectively.

In July 2012, we sold our equity interest in ShemeNingpeng Information Technology Co., Ltd. to &ai Corporation for a cash
consideration of RMB2.0 million. In 2013, Zhuhai ®@usan and Xiaomi Corporation, entered into certaiveatising arrangements where
Xiaomi Corporation placed its advertisements on\waim.com and YY Client in different formats overaticular period of time. We directly
derived revenues from Xiaomi Corporation of RMBMRlion in 2013 and nil in 2014, respectively. Mrei Jun, our co-founder and chairman,
is currently the chairman of Xiaomi Corporation.

In November 2013 and March 2014, Guangzhou Huadkgsted RMB7.0 million and RMB15.0 million (US$2wlllion)
respectively, in Guangzhou Kuyou Information Tedbgg Co., Ltd., or Guangzhou Kuyou. Guangzhou Hueaclurrently holds a 20% equity
interest in Guangzhou Kuyou. In 2014, Guangzhouddoaand Guangzhou Kuyou entered into a seriesademation agreements, under wh
Guangzhou Huaduo and Guangzhou Kuyou agreed teecatepwith respect to the exclusive operation dbdae online games developed by
Guangzhou Kuyou. The aggregate online game reveshaged from Guangzhou Kuyou was RMB 37.0 milliois$ 6.0 million) in 2014 and
the purchase of operating rights for licenced gawes RMB6.8 million (US$1.1 million).

In September 2014, Guangzhou Huaduo invested RMm&6Llidn in Shenzhen Qingdou Network Technology ,Gad., or Shenzhen
Qingdou. Guangzhou Huaduo holds 12% equity inténeShenzhen Qingdou with significant influence oit® management and operating
policies. Shenzhen Qingdou borrowed RMB1.0 mill{gi$$0.2 million) in 2014 from Guangzhou Huaduo.ddecember 31, 2014,
Shenzhen Qingdou had repaid the loan in full.

In September 2014, Guangzhou Huaduo invested RMm&8lian in Guangzhou Muyou Network Technology Clad., or Guangzho
Muyou. Guangzhou Huaduo holds 15% equity intere§&uangzhou Muyou with significant influence ovisrmanagement and operating
policies. Guangzhou Muyou borrowed RMBO0.5 millid#S$0.1 million) in 2014 from Guangzhou Huaduo, &ad repaid the loan in full as of
December 31, 2014.
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In October 2014, we entered into an agreemenfeatiour free voice-over IP service, Weihui, intig® Technology Pte. Limited, or
Bigo, a company set up and controlled by our ckiefcutive officer, Mr. David Xueling Li. Followintyvo independent third-party valuation
assessments and a capital injection from othesiove of Bigo, including Mr. Li, we retained a 2%&®wnership stake in Bigo. We had paid
daily operating expenses of RMB61.0 million (US$&i#lion) on behalf of Bigo in November and Decemt#igo had repaid the amount in
full as of the report date.

In December 2013, we made a minority interest itnaest in Agora, Inc., a company founded by Mr. T@iy Zhao, who had served
as our director and chairman of our technology cittemfrom December 2009 to March 2015.

Registration Rights

We have granted certain registration rights toshareholders. Set forth below is a descriptiorhefregistration rights granted under
the agreement.

Demand Registration RightsAt any time following May 20, 2013, upon a writtesquest from the holders of at least 25% of the
registrable securities held by our then preferteataholders, we shall file a registration statenoard form other than Form F-3 covering the
offer and sale of the registrable securities hglthle requesting shareholders and other holdemsgidtrable securities who choose to partici
in the offering, if the offering covers at leasP20f the then outstanding registrable securitieif thie reasonable anticipated offering price to
the public, net of selling expenses, would exce8&$10.0 million. Registrable securities include, amothers, our common shares not
previously sold to the public and common sharageidr issued upon conversion of the preferreceshar

However, we are not obligated to proceed with aatehregistration if we have, within any six-mongripd, already effected a
registration under the Securities Act pursuanhexercise of the holders' demand registratidmsighe have the right to defer filing of a
registration statement for up to 90 days if ourrdazt directors determines in good faith that titiad of a registration statement would be
materially detrimental to us, but we cannot exertie deferral right more than once in any 12-mgettiod.

Form F-3 Registration Rights.When we are eligible for registration on Form Rifon a written request from any holders of the
registrable securities held by our then prefertateaholders, we shall file a registration statenoenfEorm F3 covering the offer and sale of 1
registrable securities.

We are not obligated to effect a Form F-3 regigirgtamong other things, if we have, within any-signth period, already effected a
registration under the Securities Act pursuanhexercise of the holders' Form F-3 registratights, or the dollar amount of securities to be
sold is of an aggregate price to the public of tasast US$1.0 million. We have the right to deféin§j of a registration statement for up to
90 days if our board of directors, including a migyoof the directors appointed by the preferredreholders and Tiger Global Six YY
Holdings, determines in good faith that the filioiga registration statement would be materiallyidetntal to us, but we cannot exercise the
deferral right more than once in any 12-month pkrio

Piggyback Registration Rightslf we propose to file a registration statementdqgublic offering of our common shares on a fonat t
would be suitable only for registrable securitiwe, must offer holders of registrable securitie®pportunity to include in that registration all
any part of their registrable securities. The undiers of any underwritten offering have the rightimit the number of shares with
registration rights to be included in the registnatstatement, subject to certain limitations.

Expenses of RegistrationWe will pay all expenses relating to any demarantF-3, or piggyback registration.
Termination of Obligations. We shall have no obligation to effect any demamim F3, or piggyback registration (a) five years a
our initial public offering, (b) if, in the opinioof counsel to us satisfactory to the holder, adlrsregistrable securities proposed to be sold by

holder may then be sold under Rule 144 or anoihglas exemption under the Securities Act in orengaction without exceeding the volume
limitations thereunder or (c) upon a liquidatioreet:
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Employment Agreements

See "ltem 6. Directors, Senior Management and Eyegle—B. Compensation of Directors and Executivéc®f§—Employee
Agreements” for a description of the employmentagrents we have entered into with our senior ekecafficers.

Share Incentives

See "ltem 6. Directors, Senior Management and Eyepgle—B. Compensation of Directors and Executivéc@f$" for a description
of share-based compensation awards we have granten directors, officers and other individualsaagroup.

See Note 25 to our financial statements for furthfarmation about our related party transactions.

C. Interests of Experts and Counsel

Not applicable.
ITEM 8. FINANCIAL INFORMATION

A. Consolidated Statements and Other Financial Infonation

See "ltem 18. Financial Statements."
Legal Proceedings

We have initiated a lawsuit against Beijing Wondefalvertisement Co., Ltd., one of our advertisensgents, in Guangzhou in
February 2014, claiming for the unpaid advertisenfies and liquidated damages for late paymentératigregate amount around
RMB84 million, which has come to the enforcememigadure. Also, Guangzhou NetEase Computer Systeni o has initiated a lawsuit
against us in Guangzhou in December 2014, claitiiadnfringement of its rights of reproduction cemuing the online game &antasy
Westward Journein the amount of RMB100 million. Although we beleethat the claim is unjustified and commerciallytivated, if the
outcome of the proceeding is unfavourable to usmag suffer considerable damage to our financialtjpm and reputation. In addition, we
have initiated a lawsuit against Guangzhou Douytwiek Technology Co., Ltd., in Guangzhou in Febyu2015, claiming for the copyright
infringement and unfair competition in an amounR&AB20 million. Apart from the aforesaid lawsuitge are not currently a party to any
pending material litigation or other legal procemwgand are not aware of any pending or threatatigdtion or other legal proceeding that may
have a material adverse impact on our businesparations. However, we may be subject to variogallproceedings and claims that are
incidental to our ordinary course of business. Rdigas of the outcome, legal or administrative peatings or claims may have an adverse
impact on us because of defense and settlemerst cibatrsion of management attention and otheofact

Dividend Policy

We have not paid dividend in the past and do neé lzany present plan to pay any dividend in theseeable future. We currently
intend to retain most, if not all, of our availalilmds and any future earnings to operate and ekpanbusiness.

We are a holding company incorporated in the Caylslands. We may receive dividends from our PRGglidry for our cash
requirements, including any payment of dividendsuoshareholders. PRC regulations may restricatfilty of our PRC subsidiary to pay
dividends to us. See "ltem 3. Key information—DsIRFactors—Risks Related to Our Corporate StrucndeOur Industry—Our PRC
subsidiaries and PRC consolidated affiliated ergitire subject to restrictions on paying dividesrdsiaking other payments to us, which may
restrict our ability to satisfy our liquidity reqeiments" and "Item 4. Information on the Company-BBsiness Overview—PRC Regulation—
Regulation of Foreign Currency Exchange and DivitBistribution.”

Our board of directors has complete discretion dether to distribute dividends, subject to the apal of our shareholders. Even if
our board of directors decides to pay dividends ftiim, frequency and amount will depend upon ature operations and earnings, capital
requirements and surplus, general financial comdlittontractual restrictions and other factors thatboard of directors may deem relevant. If
we pay any dividends, we will pay our ADS holderstte same extent as holders of our Class A conshares, subject to the terms of the
deposit agreement, including the fees and expgraezble thereunder. See "ltem 12. Description clifges Other than Equity Securitie—
American Depositary Shares." Cash dividends orGiass A common shares, if any, will be paid in W&lars.
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B. Significant Changes

Except as disclosed elsewhere in this annual repwerhave not experienced any significant changee she date of our audited
consolidated financial statements included in #misual report.

ITEM 9. THE OFFER AND LISTING

A. Offering and Listing Details

See "—C. Markets" and "Item 12. Description of Séms other than Equity Securities—D. American Dsipary Shares." We have a
dualclass common share structure in which Class A comshares have different voting rights from ClassoBimon shares. Class B comn
shares are each entitled to ten votes, whereas &lasmmon shares are each entitled to one vote'Igan 3. Key Information—D. Risk
Factors—Risks Related to Our ADSs—Our dual classnson share structure with different voting rightdl iimit your ability to influence
corporate matters and could discourage others frnarsuing any change of control transactions thitdre of our Class A common shares and
ADSs may view as beneficial."

B. Plan of Distribution

Not applicable.
C. Markets

Our ADSs, each representing twenty Class A comrhanes, have been listed on the Nasdaq Global Maitke November 21, 2012
and trade under the symbol "YY". The following &lplrovides the high and low trading prices for ASs on the NASDAQ Global Market
for the periods indicated.

Trading Price

High Low
US$ US$

Annual Highs and Lows

Fiscal Year 2012 (from November 21, 20. 15.2% 10.5C
Fiscal Year 201. 56.7¢ 13.0¢
Fiscal Year 201: 96.3¢ 50.0(
Quarterly Highs and Lows

First Fiscal Quarter of 201 20.8¢ 13.0¢
Second Fiscal Quarter of 20 30.9¢ 15.52
Third Fiscal Quarter of 201 51.3¢ 27.1(
Fourth Fiscal Quarter of 20: 56.7¢ 41.2¢
First Fiscal Quarter of 201 90.9: 50.0(
Second Fiscal Quarter of 20 82.5¢ 51.0¢
Third Fiscal Quarter of 201 96.3¢ 67.5(
Fourth Fiscal Quarter of 20: 86.0( 60.1¢
Monthly Highs and Lows

October 201 84.0( 67.1(
November 201- 86.0( 71.5(
December 201 76.3¢ 60.1¢
January 201! 73.04 62.4¢
February 201! 72.3¢ 51.5:
March 201k 61.1: 50.5:
April 2015 (through April 20, 201t 66.0( 54.1¢

D. Selling Shareholders

Not applicable.
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E. Dilution
Not applicable.

F. Expenses of the Issue

Not applicable.
ITEM 10. ADDITIONAL INFORMATION
A. Share Capital

Not applicable.

B. Memorandum and Articles of Association

We are a Cayman Islands company and our affairg@rerned by our memorandum and articles of asogiand the Companies
Law 2012 (as amended) of the Cayman Islands, exféa as the Companies Law below. The followingsamamaries of certain provisions of
our memorandum and articles of association in eHe®f the date of this annual report insofahay relate to the material terms of our
common shares.

Registered Office and Objects

Our registered office in the Cayman Islands istedat Codan Trust Company (Cayman) Limited, CtiScuare, Hutchins Drive,
P.O. Box 2681, Grand Cayman, KYI-1111, Cayman Edaifhe memorandum of association provides, il that the liability of the
members of our company is limited to the amourdnif, for the time being unpaid on the common sharke objects for which our company
is established are unrestricted (including actim@minvestment company), and we shall have amdeble of exercising all the functions of a
natural person of full capacity irrespective offuamate benefit, as provided in Section 27(2) ofGleenpanies Law and in view of the fact that
we are an exempted Company, we will not trade éGhyman Islands with any person, firm or corporagxcept in furtherance of our
business carried on outside the Cayman Islands.

Board of Directors

See "ltem 6. Directors, Senior Management and Eyegle—C. Board Practices—Duties of Directors" andrérms of Directors and
Officers."

Common Shares
General

Our common shares are divided into Class A comrhanes and Class B common shares. Holders of Classmnon shares and
Class B common shares will have the same rightsgxor voting and conversion rights. The holddr8BSs will not be treated as our
shareholders and will be required to surrender #BiSs for cancellation and withdrawal from the dsipary facility in which the Class A
common shares are held in accordance with the gioms of the deposit agreement in order to exeshiseeholders' rights in respect of the
Class A common shares. The depositary will agmeéarsas it is practical, to vote or cause to begdhe amount of Class A common shares
represented by ADSs in accordance with the norrgisnary written instructions of the holders o€BLADSs.

All of our outstanding common shares are fully paidl non-assessable. Certificates representingosnmon shares are issued in the
registered form. Our shareholders who are non-eesidof the Cayman Islands may freely hold and the& common shares.

Meetings

Shareholders' meetings may be convened by a nyagdrdur board of directors or the chairman. Adwanotice in writing of at least
ten clear days is required for the convening ofannual general meeting and any other general ngeetiour shareholders. A quorum requi
for a meeting of shareholders consists of at leastor more shareholders present in person ordypor (in the case of a shareholder being ¢
corporation) by its duly authorized representate@resenting not less than one-third in nominaleaif the total issued voting shares in our
company present throughout the meeting.
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Notwithstanding that a meeting is called by shontice than that mentioned above, but, subjettitedCompanies Law, it will be
deemed to have been duly called, if it is so ag(agth the case of a meeting called as an anrers@rgl meeting by all of our shareholders
entitled to attend and vote at the meeting; andn(kf)e case of any other meeting, by a majorityumber of the shareholders having the right
to attend and vote at the meeting, being a majtrggther holding not less than 95% in nominal ealfithe issued shares giving that right.

No business other than the appointment of a chaimmay be transacted at any general meeting unlgseram is present at the
commencement of business. However, the absencqudram will not preclude the appointment of a amain. If present, the chairman of our
board of directors shall be the chairman presidingny shareholders' meetings.

A corporation being a shareholder shall be deemeth& purpose of our articles of association tptesent in person if representec
its duly authorized representative being the peeggpointed by resolution of the directors or otfp@verning body of such corporation to act as
its representative at the relevant general meetireg any relevant general meeting of any classuoshareholders. Such duly authorized
representative shall be entitled to exercise theegaowers on behalf of the corporation that heesgmts as that corporation could exercise if i
were our individual shareholder.

The quorum for a separate general meeting of thdel®of a separate class of shares is describedModification of Rights" below

Our articles of association do not allow our shateéérs to approve matters to be determined at bbltters' meetings by way of
written resolutions without a meeting.

Voting Rights

In respect of all matters requiring a shareholdar, each Class A common share is entitled tovote, and each Class B common
share is entitled to ten votes, voting togethasrasclass. At any shareholders' meeting, on a slidvands, every shareholder present in persc
or by proxy (or, in the case of a shareholder bailegrporation, by its duly authorized represematshall have one vote and on a poll, every
shareholder present in person or by proxy, orénciise of a shareholder being a corporation, lulisauthorized representative shall have
one vote for each fully paid share of which suchreholder is the holder.

No shareholder shall, unless the Board otherwisershénes, be entitled to vote or be reckoned in@rgm, in respect of any share,
unless such shareholder is duly registered ashmrebolder and all calls or installments due byhsiareholder to us have been paid.

If a clearing house (or its nominee(s)) or a cémtepositary entity, being a corporation, is a shafder, it may authorize such person
or persons as it thinks fit to act as its represtére(s) at any meeting or at any meeting of aag<bf shareholders, provided that the
authorization shall specify the number and classhafes in respect of which each such personasithmrized. A person so authorized is
entitled to exercise the same rights and poweisetwalf of the clearing house or central deposiggatyty (or its nominee(s)) as if such person
was the registered holder of our shares held bgldaing house or central depositary entity (®nibminee(s)) including the right to vote
individually on a show of hands.

While there is nothing under the laws of the Cayrstands which specifically prohibits or restritii® creation of cumulative voting
rights for the election of directors of our compaitys not a concept that is accepted as a conpnactice in the Cayman Islands, and our
company has made no provisions in our articlessbaiation to allow cumulative voting for such ¢ieas.

Conversion

Each Class B common share is convertible into daesCA common share at any time by the holder die@ass A common shares
are not convertible into Class B common shares uaiag circumstances. Upon any transfer of ClaserBroon shares by a holder to any
person or entity which is not an affiliate of suaider and which is not any of our founders or afiifiates of our founders, such Class B
common shares shall be automatically and immedgiataiverted into the equivalent number of Clasommon shares. In addition, if at any
time, Messrs. David Xueling Li, Jun Lei, Tony Bil&o and Jin Cao and their affiliates collectivednéficially own less than 5% of the total
number of the issued and outstanding Class B conshares, each issued and outstanding Class B corsinaoe will be automatically and
immediately converted into one Class A common steard we will not issue any Class B common shdreseafter. Furthermore, if at any tii
more than 50% of the ultimate beneficial ownersifiany holder of Class B common shares (other tharfounders or our founders' affiliates)
changes, each such Class B common share will loenatitally and immediately converted into one Classommon share.
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Calls on Shares and Forfeiture of Shares

Subject to our memorandum and articles of associatiur directors may from time to time make sualsaipon the members in
respect of any amounts unpaid on the shares helaeny. The shares that have been called upon amgimeinpaid on the specified time are
subject to forfeiture.

Protection of Minority Shareholder:

The Cayman Islands courts ordinarily would be etgxéto follow English case law precedents whichhpea minority shareholder to
commence a representative action against or damévattions in the name of the company to challgay@n act which is ultra vires the
company or illegal, (b) an act which constitutdsaaid against the minority and regarding whichwhengdoers are themselves in control of
company, and (c) an irregularity in the passing oésolution which requires a qualified (or speaiadjority.

In the case of a company (not being a bank) haiténghare capital divided into shares, the GrandrGaf the Cayman Islands may,
the application of members holding not less thamfifth of the shares of the company in issue, agpmn inspector to examine the affairs of
the company and to report thereon in such manntéreaGrand Court of the Cayman Islands shall direct

Any of our shareholders may petition the Grand €ofithe Cayman Islands which may make a windinguger if the Grand Court
the Cayman Islands is of the opinion that it i¢ arsd equitable that we should be wound up orpaadtarnative to a winding up order, (a) an
order regulating the conduct of our affairs in thieire, (b) an order requiring us to refrain frooirdy or continuing an act complained of by the
shareholder petitioner or to do an act which tregetmolder petitioner has complained we have omitietb, (c) an order authorizing civil
proceedings to be brought in our name and on dualbby the shareholder petitioner on such termth@ssrand Court of the Cayman Islands
may direct, or (d) an order providing for the puasé of the shares of any of our shareholders ®r stiareholders or us and, in the case of a
purchase by us, a reduction of our capital accgtgin

Generally, claims against us must be based onehergl laws of contract or tort applicable in trey@an Islands or individual rights
as shareholders as established by our articlessofcation.

Pre-Emption Rights

There are no pre-emption rights applicable to ¢iseé of new shares of our company under either @aysfands law or our
memorandum and articles of association.

Liguidation Rights

Subject to any class or classes of shares or fgshaees which are issued with specific rights,il@ges or restrictions as to the
distribution of available surplus assets on ligtiafa (a) if we are wound up and the assets availfa distribution among our shareholders are
more than sufficient to repay the whole of the tagiaid up at the commencement of the windingthp excess shall be distributedri passu
among those shareholders in proportion to the afmmaid up at the commencement of the winding ughershares held by them, respectively,
and (b) if we are wound up and the assets avaifableistribution among the shareholders as suetiraufficient to repay the whole of the
paid-up capital, those assets shall be distribsitetthat, as nearly as may be, the losses shabine by the shareholders in proportion to the
capital paid up at the commencement of the windingn the shares held by them, respectively.

If we are wound up (whether the liquidation is wdhry or by the court), the liquidator may with genction of our special resolution
and any other sanction required by the Companies Havide among our shareholders in specie or Kiedwhole or any part of our assets
(whether or not they shall consist of propertyref same kind) and may, for such purpose, set salcke as the liquidator deems fair upon any
property to be divided and may determine how sueisidn shall be carried out as between the shadeh® or different classes of sharehold
The liquidator may also vest the whole or any péthese assets in trustees upon such trustsddrahefit of the shareholders as the liquidato
shall think fit, but so that no shareholder will éd@mpelled to accept any assets, shares or otberitses upon which there is a liability.
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The consideration received by each holder of asfasommon share and a holder of a Class B cominare will be the same in any
liquidation event.

Variation of Rights

Alterations to our memorandum and articles of asgion may only be made by special resolution, nreaa majority of not less than
two-thirds of votes cast at a shareholders' meeting

If at any time, our share capital is divided intfiedent classes of shares, all or any of the seijhts attached to any class of shares
may, subject to the provisions of the Companies,ltawaried with the sanction of a special resotupassed at a general meeting of the
holders of the shares of that class. Consequéh#yights of any class of shares cannot be dettimilg altered without a majority of twitvirds
of the vote of all of the shares in that class. pr@risions of our articles of association relatingyeneral meetings shall apply similarly to
every such separate general meeting, but so taafubrum for the purposes of any such separateg@eneeting or at the adjourned meeting
shall be a person or persons together holdingefmesented by proxy) on the date of the relevasetimg not less than one-third in nominal
value of the issued shares of that class, thayéwader of shares of the class shall be entitied poll to one vote for every such share held b
such holder and that any holder of shares of hgsgresent in person or by proxy may demandla pol

The rights conferred upon the holders of the shafesy class issued with special rights shall notess otherwise expressly providec
by the terms of issue of the shares of that classleemed to be varied by the creation or isstertbfer shares rankingari passuwith such
existing class of shares.

Alteration of Capital

We may from time to time by ordinary resolutiorsiccordance with the Companies Law alter the canttof our memorandum of
association to:

« increase our capital by such sum, to be dividedl shiares of such amounts, as the resolution stestpbe;
« consolidate and divide all or any of our share tedymto shares of larger amounts than our existimayes;

» cancel any shares which at the date of the paséitige resolution have not been taken or agrede tiaken by any person, and
diminish the amount of its share capital by the am@f the shares so cancelled subject to the giansg of the Companies La

« sub-divide our shares or any of them into sharesradller amount than is fixed by our memorandurassiociation, subject
nevertheless to the Companies Law, so that théutemowhereby any share is sub-divided may deteentinat, as between the holders
of the shares resulting from such subdivision, @naore of the shares may have any such preferrether special rights over, or
may have such deferred rights or be subject tosani restrictions as compared with the others,eabave power to attach to uniss
or new shares; ar

« divide shares into several classes and withoutigieg to any special rights previously conferredtanholders of existing shares,
attach to the shares respectively any preferenfid&rred, qualified or special rights, privilegesnditions or such restrictions that in
the absence of any such determination in a gemaating may be determined by our direct

We may, by special resolution, subject to any e¢amdition or consent required by the Companies Ladiice our share capital or any
capital redemption reserve in any manner authotizeldw.

Transfer of Shares

Subject to any applicable restrictions set fortlum articles of association, including, for exampghe board of directors' discretion to
refuse to register a transfer of any share (natgaifully paid up share) to a person of whom &slnot approve, or any share issued under
share incentive plans for employees upon whiclstiction on transfer imposed thereby still sulssist a transfer of any share to more than
four joint holders, any of our shareholders mapdfar all or any of his or her shares by an insemhof transfer in the usual or common form
or in a form prescribed by the Nasdaqg Global Madkeh another form that our directors may approve.
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Our directors may decline to register any transfeany share which is not paid up or on which weeha lien. Our directors may also
decline to register any transfer of any share @nles

« the instrument of transfer is lodged with us anddsompanied by the certificate for the sharestihvit relates and such other
evidence as our directors may reasonably requisbaw the right of the transferor to make the tiam:

« the instrument of transfer is in respect of onlg atass of share;
« the instrument of transfer is properly stampediioumstances where stamping is required); and

« fee of such maximum sum as the Nasdaq Global Mankgtdetermine to be payable or such lesser swuradirectors may from tin
to time require is paid to us in respect ther

If our directors refuse to register a transferytbleall, within three months after the date on Whtee instrument of transfer was
lodged, send to each of the transferor and thafeaee notice of such refusal.

The registration of transfers may, after compliawith any notice requirement of the Nasdaq Globathét, be suspended and the
register closed at such times and for such peasdsur directors may from time to time determineyped, however, that the registration of
transfers shall not be suspended nor the regiktsed for more than 30 days in any year as oucttire may determine.

Register of Member

In accordance with Section 48 of the Companies lthevyegister of members is prima facie evidendbefregistered holder or
member of shares of a company. Therefore, a pérscomes a registered holder or member of sharte @ompany only upon entry being
made in the register of members. Our directorswéintain one register of members, at the offic€oflan Trust Company (Cayman) Limited,
Cricket Square, Hutchins Drive, P.O. Box 2681, @r@ayman, KY1-1111, Cayman Islands, which provigesvith corporate administrative
services. We will perform the procedures necestarggister the shares in the register of membere@uired in "PART Ill—Distribution of
Capital and Liability of Members of Companies angk@ciations" of the Companies Law, and will ensbe¢ the entries on the register of
members are made without any delay.

The depositary will be included in our registemueémbers as the only holder of the Class A commarestunderlying the ADSs. The
shares underlying the ADSs are not shares in bé&zmar but are in registered form and are "non-tiagpte" or "registered"” shares in which
case the shares underlying the ADSs can only bsfeered on the books of the company in accordaitteSection 166 of the Companies
Law.

In the event that we fail to update our registemeimbers, the recourse of investors is directthéodepositary under the terms of the
deposit agreement, which is governed by New York [Bhe depositary will have recourse against usutite terms of the deposit agreement,
and also will hold a share certificate evidencing tepositary as the registered holder of sharésrlying the ADSs. Further, Section 46 of the
Companies Law provides for recourse to be availetbtaur investors in case we fail to update oursteg of members. In the event we fail to
update our register of members, the depositartheaaggrieved party, may apply for an order with ¢burts of the Cayman Islands for the
rectification of the register of members.

Share Repurchase

We are empowered by the Companies Law and outesrtif association to purchase our own sharesesuty certain restrictions.
Our directors may only exercise this power on ahdif, subject to the Companies Law, our memorandndnarticles of association and to
applicable requirements imposed from time to timeéhe Nasdaq Global Market, the U.S. SecuritiesExchange Commission, or by any
other recognized stock exchange on which our siesigre listed.

Dividends
Subject to the Companies Law, our company in agéngeeting or our directors may declare divideindsny currency to be paid to
our shareholders. Dividends may be declared artiqadiof our profits, realized or unrealized, amnfrany reserve set aside from profits which

our directors determine is no longer needed. Oardof directors may also declare and pay dividend®f the share premium account or any
other fund or account that can be authorized fisrghrpose in accordance with the Companies Law.
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Except in so far as the rights attaching to, orténms of issue of, any share otherwise providgsal{ dividends shall be declared and
paid according to the amounts paid up on the sharespect of which the dividend is paid, but neoant paid up on a share in advance of
calls shall be treated for this purpose as paidruthat share and (b) all dividends shall be ajpmuet and paid pro rata according to the
amounts paid up on the shares during any portigrodions of the period in respect of which theidibnd is paid.

Our directors may also pay interim dividends, whemeur financial position, in the opinion of ourettors, justifies such payment.

Our directors may deduct from any dividend or bopagable to any shareholder all sums of moneyn{f) aresently payable by such
shareholder to us on account of calls or otherwise.

No dividend or other money payable by us on oespect of any share shall bear interest against us.

In respect of any dividend proposed to be paideatated on our share capital, our directors maglvesand direct that (a) such
dividend be satisfied wholly or in part in the foohan allotment of shares credited as fully pgidprovided that our shareholders entitled
thereto will be entitled to elect to receive sualidknd (or part thereof if our directors so deter@) in cash in lieu of such allotment or (b) the
shareholders entitled to such dividend will betéedito elect to receive an allotment of sharedited as fully paid up in lieu of the whole or
such part of the dividend as our directors mayktfiitn Our shareholders may, upon the recommendaifamur directors, by ordinary resolution
resolve in respect of any particular dividend tnatwithstanding the foregoing, a dividend may atsfied wholly in the form of an allotment
of shares credited as fully paid up without offgramy right to shareholders to elect to receivénsiigidend in cash in lieu of such allotment.

Any dividend interest or other sum payable in dasthe holder of shares may be paid by check oramasent by mail addressed to
the holder at his registered address, or addresssech person and at such addresses as the hwdgiatirect. Every check or warrant shall,
unless the holder or joint holders otherwise dirbetmade payable to the order of the holder ahéncase of joint holders, to the order of the
holder whose name stands first on the registezspect of such shares, and shall be sent at tigiorisk and payment of the check or warran
by the bank on which it is drawn shall constituigoad discharge to us.

All dividends unclaimed for one year after haviregh declared may be invested or otherwise madefuseour board of directors fi
the benefit of our company until claimed. Any dierdl unclaimed after a period of six years fromdae of declaration of such dividend shall
be forfeited and reverted to us.

Whenever our directors have resolved that a diddenpaid or declared, our directors may furtheoles that such dividend be
satisfied wholly or in part by the distribution gffecific assets of any kind, and in particularafipup shares, debentures or warrants to
subscribe for our securities or securities of atieocompany. Where any difficulty arises with neep such distribution, our directors may
settle it as they think expedient. In particular; directors may issue fractional certificates gignfractions altogether or round the same up or
down, fix the value for distribution purposes of/@uch specific assets, determine that cash pagnséatl be made to any of our shareholders
upon the footing of the value so fixed in ordeatfjust the rights of the parties, vest any suckifpassets in trustees as may seem expedien
to our directors, and appoint any person to signraquisite instruments of transfer and other doenits1on behalf of the persons entitled to the
dividend, which appointment shall be effective @imtling on our shareholders.

Untraceable Shareholders
We are entitled to sell any shares of a shareheltieris untraceable, provided that no such salk seanade unless:
« all checks or warrants in respect of dividendsumhsshares, not being less than three in numbeanfpsums payable in cash to the
holder of such shares have remained un-cashedperi@d of 12 years prior to the publication of #tvertisement and during the

three months referred to in the third bullet pdiatow;

« we have not during that time received any indicatibthe whereabouts or existence of the shareholdeerson entitled to such she
by death, bankruptcy or operation of law; ¢

« we, if so required by the rules of the Nasdaq Gldberket, have caused an advertisement to be phdaisn newspapers in accordance

with such applicable rules giving notice of ourintion to sell these shares, and a period of tim@®hs (or such shorter period as
permitted under the applicable rules) has elapsee such advertisemel
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The net proceeds of any such sale shall belong,tand when we receive these net proceeds welstaine indebted to the former
shareholder for an amount equal to such net praceed

Inspection of Books and Recort

Holders of our common shares will have no genéghkunder Cayman Islands law to inspect or obtaijpies of our list of
shareholders or our corporate records. Howeveryvill@rovide our shareholders with annual auditehficial statements.

C. Material Contracts

We have not entered into any material contractsrdtian in the ordinary course of business andr dltfaa those described elsewhere
in "ltem 4. Information on the Company—B. Busin€sgerview," "lItem 7. Major Shareholders and Rela®edty Transactions—B. Related
Party Transactions," or elsewhere in this annyzbnte

D. Exchange Controls

See "ltem 4. Information on the Company—B. Busin@gsrview—PRC Regulation—Regulation of Foreign @any Exchange and
Dividend Distribution."

E. Taxation
Cayman Islands Taxation

See "ltem 5. Operating and Financial Review angpeots—A. Operating Results—Discussion of SeleStatements of Operations
Items—Taxation—Cayman Islands."

People's Republic of China Taxation

Under the existing tax laws in the PRC, we areitjgdlas a non-resident enterprise. We are a hgldompany incorporated in the
Cayman Islands; our holding company indirectly Bal@0% of the equity interests in our PRC subsisahrough Duowan BVI, NeoTask a
NeoTask Limited. Our business operations are grailyi conducted through our PRC subsidiaries and”®C consolidated affiliated entitie
The PRC Enterprise Income Tax Law and its implesu#ori rules, both of which became effective on dayd, 2008, provide that China-
sourced income of foreign enterprises, such asleinds paid by a PRC subsidiary to its overseasiptrat is not a PRC resident enterprise
has no establishment in the PRC, will normally bigject to PRC withholding tax at a rate of 10%.

If the PRC tax authorities determine that YY Irmur Cayman Islands holding company, is a PRC rasigleterprise for enterprise
income tax purposes, our world-wide income couldligiect to PRC tax at a rate of 25%, which coutdemially reduce our net income. In
addition, we will also be subject to PRC enterpimemme tax reporting obligations. Furthermorehaligh dividends paid by one PRC tax
resident to another PRC tax resident should quasf{tax-exempt income" under the PRC Enterpriserire Tax Law, we cannot assure you
that dividends by our PRC subsidiaries to our Cayimading company will not be subject to a 10% Wwahling tax, as the PRC foreign
exchange control authorities, which enforce thénkotding tax on dividends, and the PRC tax autlesrihave not yet issued guidance with
respect to the processing of outbound remittarcestities that are treated as resident enterpiisd3RC enterprise income tax purposes. In
addition, ADS holders may be subject to PRC withhmg tax on dividends payable by us and gainszedlon the sale or other disposition of
ADSs or common shares, if the PRC tax authoritesrthine that our Cayman Islands holding compamyR&C resident enterprise for
enterprise income tax purposes. See "Risk FactoisksiRelated to Doing Business in China—Under tRE€ nterprise income tax law, we
may be classified as a PRC "resident enterpriski¢twcould result in unfavorable tax consequencesstand our shareholders and have a
material adverse effect on our results of operatamd the value of your investment.”
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United States Federal Income Tax Considerations

The following is a summary of certain United Stdtederal income tax considerations relating todWwaership and disposition of our
ADSs or common shares by a U.S. holder (as defiedulv) that holds our ADSs or common shares asitalagssets"” (generally, property hi
for investment) under the United States InternaldRee Code of 1986, as amended (the "Code"). Thisrsary is based upon existing United
States federal income tax law, which is subjediti@ring interpretations or change, possibly wigtroactive effect. This summary does not
discuss all aspects of United States federal indaxetion that may be important to particular ineesin light of their individual investment
circumstances, including investors subject to seak rules (for example, banks and other findnngitutions, insurance companies, broker-
dealers, pension plans, cooperatives, real estagstment trusts, regulated investment compan@derts in securities that have elected the
mark-to-market method of accounting for their sdms, partnerships and their partners, and taxmterganizations (including private
foundations)), holders who are not U.S. holder$jdrs who own (directly, indirectly, or construaly) 10% or more of our voting stock,
investors that hold their ADSs or common shargsaasof a straddle, hedge, conversion, construsiie, or other integrated transaction for
United States federal income tax purposes, pemsbosacquired ADSs or common shares pursuant texeecise of any employee share op
or otherwise as compensation, or investors that laafunctional currency other than the United Stdtlar, all of whom may be subject to tax
rules that differ significantly from those summaxzbelow. In addition, except to the extent describelow, this summary does not discuss
state, local or non-United States tax consideratidMedicare tax, the alternative minimum tax or aog-income tax (such as the United State:
federal estate or gift tax) considerations. Each. bolder is urged to consult its tax advisor rdgey the United States federal, state, local, anc
non-United States income and other tax considersiid an investment in our ADSs or common shares.

General

For purposes of this summary, a "U.S. holder"liaeficial owner of our ADSs or common sharesithdbr United States federal
income tax purposes, (i) an individual who is &eit or resident of the United States, (ii) a coation (or other entity treated as a corporation
for United States federal income tax purposes)tecein, or organized under the law of, the Unitéat&s or any state thereof or the District of
Columbia, (iii) an estate the income of which islirdible in gross income for United States federabme tax purposes regardless of its soi
or (iv) a trust (A) the administration of whichsabject to the primary supervision of a United &atourt and which has one or more United
States persons who have the authority to conttglfiistantial decisions of the trust or (B) that btherwise elected to be treated as a United
States person.

If a partnership (or other entity treated as anmasghip for United States federal income tax pugpps a beneficial owner of our AC
or common shares, the tax treatment of a partrigreipartnership will generally depend upon theustaf the partner and the activities of the
partnership. Partnerships holding our ADSs or comstwares and partners in such partnerships ard togmnsult their tax advisors regarding
an investment in our ADSs or common shares.

It is generally expected that a holder of ADSs $thtwe treated, for United States federal incomeptarposes, as the beneficial owner
of the underlying shares represented by the ADBs.rémainder of this discussion assumes that &hofdADSs will be treated in this manr
Predicated upon such treatment, deposits or withelsaof common shares for ADSs will not be subjedt/nited States federal income tax.

Passive Foreign Investment Company Consideratis

A non-United States corporation, such as our compaill be classified as a "passive foreign invesitrincompany,"” or "PFIC", for
United States federal income tax purposes, fortaxgble year, if either (i) 75% or more of its gg@scome for such year consists of certain
types of "passive" income or (ii) 50% or more sfaverage quarterly assets (as determined on $iie dfefair market value) during such year
produce or are held for the production of passieeine. For this purpose, cash and assets readiledible into cash are categorized as
passive assets and the company's unbooked intesgite taken into account for determining the vafuts assets. We will be treated as
owning our proportionate share of the assets amdngpour proportionate share of the income of atmer corporation in which we own,
directly or indirectly, more than 25% (by value)tbé stock.

Although the law in this regard is unclear, we ti®aangzhou Huaduo and Beijing Tuda as being ovayads for United States

federal income tax purposes, not only because wecise effective control over the operation of santities but also because we are entitle
substantially all of their economic benefits, aasla result, we consolidate their operating resuldsir consolidated financial statements.
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Assuming that we own Guangzhou Huaduo and Beijindalfor United States federal income tax purpcaaésough we do not belie
that we were classified as a PFIC, for United Stétderal income tax purposes, for the taxable geded December 31, 2014, there is a risk
that we will become a PFIC for our current taxaj@ar ending December 31, 2015 and future taxatdesylgecause of our significant cash
balances and because the value of our assetyjrfooges of the PFIC test, will generally be detaediby reference to the market price of our
ADSs and common shares. Accordingly, fluctuationthe market price of our ADSs and common shargsaaase us to become a PFIC for
the current taxable year or future taxable yeaiis.dlso possible that the Internal Revenue Semviay challenge our classification or valuatior
of our goodwill and other unbooked intangibles, ethinay result in our company being or, becomingsifeed as, a PFIC for the current or
future taxable years. The determination of whettemwill be or become a PFIC will also depend, int,papon the nature of our income and
assets over time, which are subject to change jman to year. There can be no assurance our begiess will not change in a manner that
will affect our PFIC status. Because there are dau#ies in the application of the relevant rudesl PFIC status is a fact-intensive
determination made on an annual basis, no assunaaig®e given with respect to our PFIC status fiyrtaxable year.

The discussion below under "Dividends" and "Sal®tirer Disposition of ADSs or Common Shares" igten on the basis that we
will not be classified as a PFIC for United Stdeferal income tax purposes. The United Stategdédeome tax rules that apply if we are
classified as a PFIC for the current taxable yeamny subsequent taxable year are generally diedusslow under "Passive Foreign Investn
Company Rules."

Dividends

Subject to the PFIC rules discussed below, any deshibutions (including the amount of any taxathtveld) paid on our ADSs or
common shares out of our current or accumulatenirggs and profits, as determined under United Stisgeral income tax principles, will
generally be includible in the gross income of &.lholder as dividend income on the day actuallyomstructively received by the U.S. hol
in the case of common shares, or by the Depositathe case of ADSs. Because we do not intenéterchine our earnings and profits on the
basis of United States federal income tax prinsipday distribution paid will generally be reportesia "dividend" for United States federal
income tax purposes. A naorporate recipient of dividend income will gengrdile subject to tax on dividend income from a 'lifigal foreign
corporation” at a reduced United States federatdtexrather than the marginal tax rates geneaglplicable to ordinary income provided that
certain holding period requirements are met.

A non-United States corporation (other than a cafon that is classified as a PFIC for the taxafglar in which the dividend is paid
or the preceding taxable year) will generally basidered to be a qualified foreign corporation wehpect to any dividend it pays on stock (or
ADSs in respect of such stock) which is readilglétale on an established securities market in thieeiStates or, in the event that the com
is deemed to be a PRC resident under the PRC Eisteipcome Tax Law, the company is eligible fag tienefits of the United States-PRC
treaty. Although no assurances may be given, ous#\Bre expected to be readily tradable on the MaSttzbal Market, which is an
established securities market in the United St&mse we do not expect that our common shareswilisted on established securities
markets, it is unclear whether dividends that we graour common shares that are not backed by AlDBsntly meet the conditions required
for these reduced tax rates. There can be no assutlaat our ADSs will be considered readily trddaim an established securities market in
the current taxable year or future taxable years.

Dividends received on the ADSs or common shares@irexpected to be eligible for the dividends nes@ deduction allowed to
corporations. Each U.S. holder is advised to caritsulax advisor regarding the rate of tax thdt apply to such holder with respect to
dividend distributions, if any, received from us.

Dividends generally will be treated as income frimmeign sources for United States foreign tax drpdiposes and generally will
constitute passive category income. A U.S. holday be eligible, subject to a number of complextatidns, to claim a foreign tax credit in
respect of any foreign withholding taxes imposedimdends received on ADSs or common shares. A hbfler who does not elect to claim
a foreign tax credit for foreign tax withheld, miagtead claim a deduction, for United States fddacmme tax purposes, in respect of such
withholdings, but only for a year in which such Ut®lder elects to do so for all creditable foreigrome taxes. The rules governing the
foreign tax credit are complex. Each U.S. holdexdsised to consult its tax advisor regarding tveglability of the foreign tax credit under
their particular circumstances.
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Sale or Other Disposition of ADSs or Common Sha

Subject to the PFIC rules discussed below, a Lbeh generally will recognize capital gain or lagmn the sale or other disposition
of ADSs or common shares in an amount equal talifference between the amount realized upon theoditon and the U.S. holder's adjus
tax basis in such ADSs or common shares. Any dagdia or loss will be long-term if the ADSs or coran shares have been held for more
than one year and will generally be United Statesce gain or loss for United States foreign taddrpurposes. The deductibility of a capital
loss may be subject to limitations. Each U.S. hoisl@dvised to consult its tax advisor regardimgtax consequences if a foreign tax is
imposed on a disposition of our ADSs or common ehiancluding the availability of the foreign taedit under their particular circumstances.

Passive Foreign Investment Company Ru

If we are classified as a PFIC for any taxable ykaing which a U.S. holder holds our ADSs or comrsbares, and unless the U.S.
holder makes a mark-to-market election (as destiizéow), the U.S. holder will generally be subjecspecial tax rules that have a penalizing
effect, regardless of whether we remain a PFIQj)aamy excess distribution that we make to the. bbiidder (which generally means any
distribution paid during a taxable year to a U.Gdbr that is greater than 125% of the average ardistributions paid in the three preceding
taxable years or, if shorter, the U.S. holder'slimg period for the ADSs or common shares), andiy gain realized on the sale or other
disposition, including, under certain circumstaneepledge, of ADSs or common shares. Under th€ PHES:

« such excess distribution and/or gain will be altedaratably over the U.S. holder's holding periodthe ADSs or common shares;

« such amount allocated to the current taxable yedaay taxable years in the U.S. holder's holdiexgog prior to the first taxable year
in which we are classified as a PFIC, or-PFIC year, will be taxable as ordinary incor

« such amount allocated to each prior taxable ygherdhan a pre-PFIC year, will be subject to tethe highest tax rate in effect
applicable to the U.S. holder for that year; .

« aninterest charge generally applicable to undengays of tax will be imposed on the tax attribugatol each prior taxable year, other
than a pr-PFIC year

If we are a PFIC for any taxable year during whadd.S. holder holds our ADSs or common shares ageBour non-United States
subsidiaries is also a PFIC, such U.S. holder wbaltteated as owning a proportionate amount (hyeyaf the shares of the lower-tier PFIC
and would be subject to the rules described aboweedain distributions by a lower-tier PFIC andisposition of shares of a lower-tier PFIC
even though such U.S. holder would not receiveptibeeeds of those distributions or disposition&hB4d.S. holder is advised to consult its tax
advisor regarding the application of the PFIC rateany of our subsidiaries.

As an alternative to the foregoing rules, a U.Sdé&oof "marketable stock” (as defined below) IRRIC may make a mark-to-market
election for such stock to elect out of the taatneent discussed above. The mark-to-market eleitianailable only for "marketable stock,"
which is stock that is traded in other thdenminimigquantities on at least 15 days during each calematanter (“regularly traded") on a
qualified exchange or other market, as definecpjlieable United States Treasury regulations. ODA are listed on the NASDAQ, which is
a qualified exchange or market for these purpoaesanticipate that our ADSs should qualify as beggularly traded, but no assurances may
be given in this regard. Because a mark-to-maiketion cannot be made for equity interests in lamer-tier PFICs that we own, a U.S.
holder may continue to be subject to the PFIC ruliéls respect to its indirect interest in any inwvesnts held by us that are treated as an equi
interest in a PFIC for United States federal incaaxepurposes. If a mark-to-market election is malde U.S. holder will generally (i) include
as ordinary income for each taxable year that wead?FIC the excess, if any, of the fair marketiwalf ADSs held at the end of the taxable
year over the adjusted tax basis of such ADSs igndieduct as an ordinary loss the excess, if ahyhe adjusted tax basis of the ADSs ovel
fair market value of such ADSs held at the encheftexable year, but only to the extent of theamedunt previously included in income as a
result of the mark-to-market election. The U.Sdeok adjusted tax basis in the ADSs would be sefju® reflect any income or loss resulting
from the mark-to-market election.

If a U.S. holder makes a mark-to-market electiorespect of a corporation classified as a PFICsainth corporation ceases to be

classified as a PFIC, the U.S. holder will not bguired to take into account the mark-to-marken gailoss described above during any perioc
that such corporation is not classified as a PFIC.
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We do not intend to provide information necessant{.S. holders to make qualified electing funccBémns, which, if available, wou
result in tax treatment different from (and gengridss adverse than) the general tax treatmeRFd€s described above.

If a U.S. holder owns our ADSs or common sharegduany taxable year that we are a PFIC, such hiddequired to file an annual
report containing such information as the Uniteat&t Treasury Department may require and may hereelto file an annual IRS Form 8621.
Each U.S. holder is advised to consult its tax sahd regarding the potential tax consequencesctoisoider if we are or become classified as
PFIC, including the possibility of making a markstarket election.

Information Reporting

U.S. holders may be subject to information repgrtmthe Internal Revenue Service with respecivimends on and proceeds from
the sale or other disposition of our ADSs or comrsbares. Each U.S. holder is advised to constuit itgttax advisor regarding the application
of the United States information reporting rulesheir particular circumstances.

An individual U.S. holder and certain entities nimyrequired to submit to the United States InteRealenue Service certain
information with respect to his or her beneficialnership of the ADSs or common shares, if such ABSsommon shares are not held on his
or her behalf by a U.S. financial institution. Thasv also imposes penalties if an individual U.8lder is required to submit such informatior
the United States Internal Revenue Service angl f@itlo so in a timely manner. Each U.S. holderged to consult its tax advisor as to any
such reporting requirements.

F. Dividends and Paying Agents

Not applicable.

G. Statement by Experts

Not applicable.

H. Documents on Display

We previously filed with the SEC a registrationtstaent on Form F-1 under the Securities Act wilpeet to our initial public
offering of our Class A common shares represenyefidSs.

We are subject to the periodic reporting and otfiermational requirements of the Securities ExgfeAct of 1934 or the Exchange
Act. Under the Exchange Act, we are required ®r@ports and other information with the SEC. Spmadly, we are required to file annually a
Form 20-F within four months after the end of efisbal year which is December 31. The SEC maintaingbsite at www.sec.gov that
contains reports, proxy and information statemeansd, other information regarding registrants thakenelectronic filings with the SEC using
its EDGAR system. Copies of reports and other mfmion, when filed, may also be inspected withdwtrge and may be obtained at
prescribed rates at the public reference faciliti@éntained by the SEC at 100 F Street, N.E., Rdb680, Washington, D.C. 20549. The public
may obtain information regarding the WashingtorC DRublic Reference Room by calling the SEC at-88C-0330. As a foreign private
issuer, we are exempt from the rules under the &xgph Act prescribing the furnishing and conterjudrterly reports and proxy statements,
and officers, directors and principal shareholdeesexempt from the reporting and short-swing prefiovery provisions contained in
Section 16 of the Exchange Act.

We will furnish Deutsche Bank Trust Company Amesidie depositary of our ADSs, with our annual repavhich will include a
review of operations and annual audited consol@ifitncial statements prepared in conformity vidtls. GAAP, and all notices of
shareholders' meetings and other reports and comations that are made generally available to bareholders. The depositary will make
such notices, reports and communications avaikabi®lders of ADSs and, upon our request, will n@ihll record holders of ADSs the
information contained in any notice of a sharehdeeeting received by the depositary from us.

|. Subsidiary Information

For a listing of our subsidiaries, see "ltem 4omifation on the Company—C. Organizational Structure
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ITEM 11. QUANTITATIVE AND QUALITATIVE DISCLOSU RES ABOUT MARKET RISK
Foreign Exchange Risk

The revenues and expenses of our subsidiariesR@dcBnsolidated affiliated entities are generaéiypaminated in Renminbi and th
assets and liabilities are denominated in Renm{dbi. financing activities are denominated in U.8lads.

To date, we have not entered into hedging trarwagin an effort to reduce our exposure to foreigmency exchange risk. Although
our exposure to foreign exchange risks is geneliafiiged, the value of your investment in our ADSH# be affected by the exchange rate
between the U.S. dollar and the Renminbi becawsgdtlue of our business is effectively denominate@enminbi, while our ADSs will be
traded in U.S. dollars.

The Renminbi is not freely convertible into foreigumrrencies. Remittances of foreign currenciesintoPRC and exchange of foreign
currencies into Renminbi require approval by foneégchange administrative authorities and certagperting documentation. The State
Administration for Foreign Exchange, under the atitl of the People's Bank of China, controls tbewersion of Renminbi into other
currencies.

The value of the Renminbi against the U.S. dolkat ather currencies may fluctuate and is affectedamong other things, changes in
China's political and economic conditions. The @sion of Renminbi into foreign currencies, inchglU.S. dollars, is based on rates set by
the People's Bank of China. The PRC governmenivalicche Renminbi to appreciate by more than 20%nagthe U.S. dollar between July
2005 and July 2008. Between July 2008 and June, 2bik0appreciation halted and the exchange ratedss the Renminbi and the U.S. dollar
remained within a narrow band. Since June 2010PfR€ government has allowed the Renminbi to appiesiowly against the U.S. dollar
again, though there have been periods when theddlfar has appreciated against the Renminbi ak ved difficult to predict how market
forces or PRC or U.S. government policy may imphetexchange rate between the Renminbi and theddliar in the future. To the extent
that we need to convert U.S. dollars we receivefour initial public offering into Renminbi for owperations, appreciation of the Renminbi
against the U.S. dollar would have an adverse effie¢the Renminbi amount we receive from the cosieaer Conversely, if we decide to
convert the Renminbi into U.S. dollars for the msp of making payments for dividends on our comstaares or ADSs or for other business
purposes, appreciation of the U.S. dollar agalmestRenminbi would have a negative effect on the doBar amounts available to us.

Interest Rate Risl

Our exposure to interest rate risk primarily redaiethe interest income generated by excess wémth is mostly held in interest-
bearing bank deposits. Interest-earning instrumesnty a degree of interest rate risk. We havebeeh exposed to, nor do we anticipate being
exposed to, material risks due to changes in mankertest rates. However, our future interest ineanay fall short of expectations due to
changes in market interest rates. A hypotheticalparcentage point decrease in interest rates Wwawe resulted in a decrease of
approximately US$ 5.9 million in our interest imee for the year ended December 31, 2014.
ITEM 12. DESCRIPTION OF SECURITIES OTHER THAN EQUITY SECURITIES

A. Debt Securities

Not applicable.

B. Warrants and Rights

Not applicable.

C. Other Securities

Not applicable.
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D. American Depositary Shares

Fees and Charges Our ADS holders May Have to Pay

As an ADS holder, you will be required to pay tbédwing service fees to the depositary bank:

Service Fees
. Issuance of ADSs, including issuances resultinmfeo Up to $0.05 per ADS issued
distribution of shares or rights or other prope
. Cancellation of ADSs, including the case of terrtioraof the Up to $0.05 per ADS cancelled
deposit agreeme
. Distribution of cash dividends or other cash disttions Up to $0.05 per ADS held
. Distribution of ADSs pursuant to share dividendsefshare Up to $0.05 per ADS held
distributions or exercise of righ
. Distribution of securities other than ADSs or righd purchase A fee equivalent to the fee that would be payé#ftdecurities
additional ADSs distributed to you had been Class A common sharéste
Class A common shares had been deposited for issuan
of ADSs
. Depositary services Up to $0.05 per ADS held on the applicable recatt(s)
established by the depositary b
. Transfer of ADSs $1.50 per certificate presented for transfer

As an ADS holder, you will also be responsible &y pertain fees and expenses incurred by the dappsiank and certain taxes and
governmental charges (in addition to any applicéx®s, expenses, taxes and other governmentaleshpayable on the deposited securities
represented by any of your ADSs), such as:

« Fees for the transfer and registration of Clas®mmon shares charged by the registrar and traagéert for the Class A common
shares in the Cayman Islands (i.e., upon depoditdtihdrawal of Class A common share

« Expenses incurred for converting foreign curremtg U.S. dollars.
« Expenses for cable, telex and fax transmissiond@mndklivery of securities.

« Taxes and duties upon the transfer of securitiediding any applicable stamp duties, any stoaksfier charges or withholding taxes
(i.e., when Class A common shares are depositadtiodrawn from deposit)

« Fees and expenses incurred in connection withdheedy or servicing of Class A common shares opodé.

« Fees and expenses incurred in connection with gongpWith exchange control regulations and othgutatory requirements
applicable to Class A common shares, depositedifesyADSs and ADRs

« Any applicable fees and penalties thereon.

The depositary fees payable upon the issuanceammbitation of ADSs are typically paid to the datarg bank by the brokers (on
behalf of their clients) receiving the newly issuddSs from the depositary bank and by the brokensbhalf of their clients) delivering the
ADSs to the depositary bank for cancellation. Trakérs in turn charge these fees to their clidbépositary fees payable in connection with
distributions of cash or securities to ADS holdand the depositary services fee are charged byepesitary bank to the holders of record of
ADSs as of the applicable ADS record date.

The depositary fees payable for cash distributamesgenerally deducted from the cash being dig&tbar by selling a portion of
distributable property to pay the fees. In the azsgistributions other than cash (i.e., shared#inids, rights), the depositary bank charges the
applicable fee to the ADS record date holders coratiwith the distribution. In the case of ADSgistered in the name of the investor
(whether certificated or uncertificated in direegistration), the depositary bank sends invoicekdapplicable record date ADS holders. In
case of ADSs held in brokerage and custodian a¢squia DTC), the depositary bank generally coliats fees through the systems provided
by DTC (whose nominee is the registered holdehefADSs held in DTC) from the brokers and custasliaslding ADSs in their DTC
accounts. The brokers and custodians who hold tlieints' ADSs in DTC accounts in turn charge tlségnts' accounts the amount of the fees
paid to the depositary banks.
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In the event of refusal to pay the depositary fesdepositary bank may, under the terms of tip@sieagreement, refuse the
requested service until payment is received or sedaypff the amount of the depositary fees from disgribution to be made to the ADS holder.

Fees and Other Payments Made by the Depositary tosU

Deutsche Bank Trust Company Americas, as our diggshas agreed to reimburse us for a portioredfiin expenses we incur that
are related to establishment and maintenance dilif program, including investor relations expenddgere are limits on the amount of
expenses for which the depositary will reimbursebus the amount of reimbursement available tosusoi related to the amounts of fees the
depositary collects from investors. Further, thpasitary has agreed to reimburse us certain fegabpato the depositary by holders of ADSs.
For the year ended December 31, 2014, we have UBS#dlion payable to us from the depositary amtrirsement for our expenses incurred
in connection with the establishment and mainteaariour ADS program.
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PART II
ITEM 13. DEFAULTS, DIVIDEND ARREARAGES AND DEL INQUENCIES
None.
ITEM 14. MATERIAL MODIFICATIONS TO THE RIGHTS OF SECURITY HOLDERS AND USE OF PROCEEDS
See "ltem 10. Additional Information” for a des¢igm of the rights of securities holders, which eemunchanged.

The following "Use of Proceeds" information relateshe registration statement on Form F-1, as aee(File Number 333-184414)
for our initial public offering of 8,970,000 ADSsspresenting 179,400,000 Class A common shareshwagistration statement was declared
effective by the SEC on November 20, 2012. We xexknet proceeds of US$82.8 million from our inipablic offering.

For the period from the effective date to Decen8ier2014, we did not use a substantial portiomefrtet proceeds received from our
initial public offering.

ITEM 15. CONTROLS AND PROCEDURES
Evaluation of Disclosure Controls and Procedures

As required by Rule 13a-15(b) under the Exchange &wr management, including our chief executiviecef, and our chief financial
officer, performed an evaluation of the effectivemef our disclosure controls and procedures,adé¢hm is defined in Rules 13a-15(e) of the
Exchange Act, as of the end of the period covesethis annual report. Based on that evaluation heamagement has concluded that our
disclosure controls and procedures as of Decenthe2(®.4, were effective in ensuring that the infation required to be disclosed by us in the
reports that we file and furnish under the Exchafsgewas recorded, processed, summarized and eshavithin the time periods specified in
the SEC's rules and forms, and that the informatoired to be disclosed by us in the reportsuieafile or submit under the Exchange Act is
accumulated and communicated to our managemehiding our chief executive officer and chief fingdwfficer, to allow timely decisions
regarding required disclosure.

Management's Annual Report on Internal Control overFinancial Reporting

Our management is responsible for establishingnaaidtaining adequate internal control over finah@aorting as defined in
Rules 13a-15(f) and 15d-15(f) under the Securkieshange Act of 1934, as amended. Our internakobater financial reporting is a process
designed to provide reasonable assurance regatdingliability of our financial reporting and tpeeparation of financial statements for
external purposes in accordance with Generally pisskeAccounting Principles (GAAP) in the United t8&aof America and includes those
policies and procedures that (1) pertain to thenteaance of records that, in reasonable detailirately and fairly reflect the transactions and
dispositions of the assets of our company; (2) idkveasonable assurance that transactions anelegkcas necessary to permit preparation of
consolidated financial statements in accordancke GAAP, and that receipts and expenditures of ourgany are being made only in
accordance with authorizations of our managemeshdinectors; and (3) provide reasonable assuragarding prevention or timely detection
of the unauthorized acquisition, use or dispositibour company's assets that could have a matffedt on the consolidated financial
statements. Because of its inherent limitationgrival control over financial reporting may noty@aet or detect misstatements. Also,
projections of any evaluation of effectivenessuiufe periods are subject to the risks that contmdy become inadequate because of change
in conditions, or that the degree of compliancénlie policies or procedures may deteriorate.

Our management conducted an evaluation of thetefésess of our company's internal control oveafficial reporting as of
December 31, 2014 based on the framework in Int€&aatrol—Integrated Framework (2013) issued by@wenmittee of Sponsoring
Organizations of the Treadway Commission. Basethisnevaluation, our management concluded thatrdernal control over financial
reporting was effective as of December 31, 2014.
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PricewaterhouseCoopers Zhong Tian LLP, our indepenictgistered public accounting firm, auditedefectiveness of our
company's internal control over financial reportasyof December 31, 2014, as stated in its repbiith appears on page F-2 of this Form 20-
F.

Changes in Internal Control Over Financial Reporting

As required by Rule 13a-15(d), under the Exchange dur management, including our chief executiffe@r and our chief financial
officer, also conducted an evaluation of our inéontrol over financial reporting to determineetlier any changes occurred during the
period covered by this report have materially a#fdcor are reasonably likely to materially affemir internal control over financial reporting.
Based on that evaluation, it has been determiretdtiere has been no such change during the pasiaed by this annual report.

ITEM 16.  [RESERVED]
ITEM 16A. AUDIT COMMITTEE FINANCIAL EXPERT

Our board of directors has determined that Mr. P&telrew Schloss is our audit committee financigdest, who is an independent
director under the standards set forth in Nasdagk3tlarket Rule 5605(a)(2) and Rule 1@%f the Exchange Act. Mr. Schloss is the chair
of our audit committee.

ITEM 16B. CODE OF ETHICS

Our board of directors has adopted a code of ethatsapplies to our directors, officers, employaed agents, including certain
provisions that specifically apply to our chief enéve officers, chief financial officer, chief ofaging officer, vice presidents and any other
persons who perform similar functions for us. Wediour code of business conduct and ethics asiX9.1 to our registration statement on
Form F-1, as amended, which was originally filethmthe SEC on October 15, 2012 and subsequentipdadeand filed with this annual
report. We have posted a copy of our code of bgsisenduct and ethics on our website at http:/étore.yy.com/governance.cfm.

ITEM 16C. PRINCIPAL ACCOUNTANT FEES AND SERVICES

The following table sets forth the aggregate feesonnection with certain professional serviceslezad by PricewaterhouseCoopers
Zhong Tian LLP, our independent registered puldimoanting firm, for the years indicated. We did pay any other fees to our independent
registered public accounting firm during the pesiather than those indicated below.

For the Year Ended December 31
2013 2014
(in RMB thousands)
Audit fees® 9,30¢ 10,63:

(1) "Audit fees" means the aggregate fees billed fofgssional services rendered by our independergteegd public accounting firm for tl
annual audit and the quarterly review of our colstéd financial statement. For 2013 and 2014atldit refers to the audit of our annual
consolidated financial statements and our intezoatrols over financial reporting. The "Audit feed50 includes fees billed for service
provided by our independent registered public anting firm in connection with convertible bonds exfihg.

The policy of our audit committee is to pre-appralleaudit and non-audit services provided by RvierhouseCoopers Zhong
Tian LLP, including audit services, audit-relatedvices, tax services and other services, otherttiase folde minimisservices which are
approved by the audit committee prior to the conipheof the audit. Our audit committee has approaidf our audit fees for the year ended
December 31, 2014.
ITEM 16D. EXEMPTIONS FROM THE LISTING STANDARDS FO R AUDIT COMMITTEES

Not applicable.
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ITEM 16E. PURCHASES OF EQUITY SECURITIES BY THE IS SUER AND AFFILIATED PURCHASERS

On May 4, 2014, our board of directors approvedaesrepurchase plan, or the Repurchase Plan. tmeléerms of the Repurchase
Program, we may repurchase up to US$100 milliorthvof our outstanding ADSs from time to time, foperiod not to exceed twelve (12)
months. The repurchases, funded from our existirstp dalance, may be made in the open market aifingvmarket prices or through
privately negotiated transactions, including bltreldes, depending on market conditions, the tragiite of our ADSs and other factors, in
compliance with relevant United States securititss and regulations and our securities tradingyoh a manner that is consistent with the
interest of our shareholders.

On March 5, 2015, our board of directors approveattzer share repurchase plan, or the 2015 Repwdétan. Under the terms of the
2015 Repurchase Plan, we may repurchase up to WS#illibon worth of its outstanding ADSs from time time for a period not to exceed
twelve (12) months. The repurchases may be matheeinpen market at prevailing market prices orubhoprivately negotiated transactions,
including block trades. The timing and extent of aepurchases will depend on market conditionstrinding price of our ADSs and other
factors. The plan will be implemented in compliamdth relevant United States securities rules agiilations and our securities trading
policy, in a manner that is consistent with theiests of our shareholders. Our board of direstdfseview the share repurchase program
periodically and may authorize the adjustment®férms and size accordingly. We expect to fundeperchases made under this program
from our existing cash balance.

Neither we nor our affiliated purchasers made draresrepurchases during the year ended Decemb2034,
ITEM 16F. CHANGE IN REGISTRANT'S CERTIFYING ACCOUN TANT
Not applicable.
ITEM 16G. CORPORATE GOVERNANCE
We have followed and intend to continue to folldwe tipplicable corporate governance standards tinelétasdaq Stock Market Rules.
ITEM 16H. MINE SAFETY DISCLOSURE

Not applicable.
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ITEM 17.

PART IlI

FINANCIAL STATEMENTS

We have elected to provide financial statementsyaumnt to Item 18.

ITEM 18.

FINANCIAL STATEMENTS

The consolidated financial statements of YY Ine iacluded at the end of this annual report.

ITEM 19.

Exhibit

Number

11

2.1

2.2

2.3

2.4

2.6

4.1

4.2

4.3

EXHIBITS

Description of Document

Second Amended and Restated Memorandum aiatearof Association of the Registrant (incorpechherein by
reference to Exhibit 3.2 to the registration staatron Form F-1, as amended (File No. 333-1844diglly filed with
the Securities and Exchange Commission on Octdibe212)

Registrant's Specimen American Depositarneé¢incorporated herein by reference to Exhibit t the registration
statement on Form F-1, as amended (File No.138t14), initially filed with the Securities and ghange Commission
October 15, 2012

Registrant's Specimen Certificate for Comi8bares (incorporated herein by reference to ExHiBito the registration
statement on Form F-1, as amended (File No.1#Bt14), initially filed with the Securities and ghange Commission
October 15, 2012

Form of Deposit Agreement, among the Registthe depositary and holder of the American DgéposReceipts
(incorporated herein by reference to Exhibit 4.&h®registration statement on Form F-1, as ame(feiéziNo. 333-
184414), initially filed with the Securities and &ange Commission on October 15, 2C

Investors' Rights Agreement dated Septemb20BL among the Registrant and other parties nadhneedin (incorporated
herein by reference to Exhibit 4.4 to the registrastatement on Form F-1, as amended (File No-183i8114), initially
filed with the Securities and Exchange CommissioOatober 15, 2012

Share Exchange Agreement dated Septemb@d 6, 2lating to Duowan Entertainment Corp. (incogbed herein by
reference to Exhibit 4.6 to the registration staatron Form F-1, as amended (File No. 333-1844aiglly filed with
the Securities and Exchange Commission on Octdbe212)

2009 Employee Equity Incentive Scheme ofRbgistrant, as amended and restated. (incorponateih by reference to
Exhibit 10.1 to the registration statement on F&#h, as amended (File. No. 333-184414), initialllgd with the
Securities and Exchange Commission on OctoberAR):.

2011 Share Incentive Plan and Amendment Nothe 2011 Share Incentive Plan of the Registianbrporated herein
by reference to Exhibit 10.2 to the registraticatestnent on Form F-1, as amended (File No. 333-1844itially filed
with the Securities and Exchange Commission on lata5, 2012

Form of Indemnification Agreement with thegidtrant's directors and officers (incorporateceiveby reference to

Exhibit 10.3 to the registration statement on Fé#h, as amended (File No. 333-184414), initiallgdiwith the
Securities and Exchange Commission on OctoberAR):.
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Exhibit

Number

4.4

4.5

4.6

4.7

4.8

4.9

4.10

411

4.12

4.13

Description of Document

Form of Employment Agreement between the Reggit and an executive officer of the Registrartqrporated herein by
reference to Exhibit 10.4 to the registration steat on Form F-1, as amended (File No. 333-1844diinlly filed with
the Securities and Exchange Commission on Octdbe212)

English translation of Exclusive Business faration Agreement dated August 12, 2008 betweem}dushidai
(formerly known as Duowan Entertainment Informati@thnology (Beijing) Co., Ltd.) and Guangzhou Huad
(incorporated herein by reference to Exhibit 1@.Fe registration statement on Form F-1, as ante(feie No. 333-
184414), initially filed with the Securities and &ange Commission on October 15, 2C

English translation of Supplementary Agreentited November 10, 2011 to Exclusive Businesp€ation Agreement
between Huanju Shidai and Guangzhou Huaduo (incatgo herein by reference to Exhibit 10.6 to thesteation
statement on Form F-1, as amended (File No.138t14), initially filed with the Securities and ghange Commission
October 15, 201z

English translation of Confirmation LettetethNovember 10, 2011 to Exclusive Business Codiperdgreement
between Huanju Shidai and Guangzhou Huaduo (incatg herein by reference to Exhibit 10.7 to thgsteation
statement on Form F-1, as amended (File No.138t14), initially filed with the Securities and ghange Commission
October 15, 2012

English translation of Exclusive TechnologypBort and Technology Services Agreement dated siutfr 2008 between
Huanju Shidai and Guangzhou Huaduo (incorporategitndy reference to Exhibit 10.8 to the registmatstatement on
Form F-1, as amended (File No. 333-184414), ihtidled with the Securities and Exchange Commissia October 15,
2012)

English translation of Supplementary Agreentited November 10, 2011 to Exclusive Technology®rt and
Technology Services Agreement between Huanju Shil&iGuangzhou Huaduo (incorporated herein byeeéerto
Exhibit 10.9 to the registration statement on Fé#h, as amended (File No. 333-184414), initiallgdiwith the
Securities and Exchange Commission on OctoberaB).

English translation of Confirmation letteiteld November 10, 2011 to Exclusive Technology Sttpmd Technology
Services Agreement between Huanju Shidai and Giemguaduo (incorporated herein by reference takiixh0.10 to
the registration statement on Form F-1, as ame(feiedNo. 333-184414), initially filed with the Serities and Exchange
Commission on October 15, 201

English translation of Powers of Attorney datedt8eyber 16, 2011 issued to Huanju Shidai by ea¢heo$hareholders
Guangzhou Huaduo (incorporated herein by referemé&shibit 10.11 to the registration statement omiF-1, as
amended (File No. 3:-184414), initially filed with the Securities and éhange Commission on October 15, 2C

English translation of Exclusive Option Agmeents dated September 16, 2011 among Huanju S@idangzhou Huaduo
and each of the shareholders of Guangzhou Huadaoorfiorated herein by reference to Exhibit 10.1théoregistration
statement on Form F-1, as amended (File No.138t14), initially filed with the Securities and ghange Commission
October 15, 2012

English translation of Equity Interest Pledge Agneats dated September 16, 2011 between HuanjuiSimdaach of tt
shareholders of Guangzhou Huaduo (incorporatedrhbyereference to Exhibit 10.11 to the registratigdatement on
Form F-1, as amended (File No. 333-184414), ihtidled with the Securities and Exchange Commissia October 15,
2012)
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Exhibit

Number

4.14

4.15

4.16

4.17

4.18

4.19

4.20

4.21

4.22

4.23

Description of Document

English translation of Consent Letter détedember 10, 2011 issued by the shareholders ofgalou Huaduo
(incorporated herein by reference to Exhibit 1dd the registration statement on Form F-1, as aeéile No. 333-
184414), initially filed with the Securities and &ange Commission on October 15, 2C

English translation of Exclusive Businessaration Agreement dated December 3, 2009 betWeanju Shidai and
Beijing Tuda (incorporated herein by reference xbikit 10.15 to the registration statement on Fé#h, as amended
(File No. 33:-184414), initially filed with the Securities and &ghange Commission on October 15, 2C

English translation of Supplementary Agreeintlated November 10, 2011 to Exclusive Businessp€@tion Agreement
between Huanju Shidai and Beijing Tuda (incorpatdterein by reference to Exhibit 10.16 to the region statement
on Form F-1, as amended (File No. 333-184414)jalhjtfiled with the Securities and Exchange Consita on

October 15, 2012

English translation of Confirmation Lettetteld November 10, 2011 to Exclusive Business Cabper Agreement
between Huanju Shidai and Beijing Tuda (incorpatdterein by reference to Exhibit 10.17 to the regi®on statement
on Form F-1, as amended (File No. 333-184414)alhjtfiled with the Securities and Exchange Consiag on
October 15, 201z

English translation of Exclusive Technol@&ypport and Technology Services Agreement dateébker 3, 2009
between Huanju Shidai and Beijing Tuda (incorpatdterein by reference to Exhibit 10.18 to the region statement
on Form F-1, as amended (File No. 333-184414)alhjtfiled with the Securities and Exchange Consiaa on
October 15, 201z

English translation of Supplementary Agreetnaated November 10, 2011 to Exclusive Techno®ggport and
Technology Services Agreement between Huanju ShidaiBeijing Tuda (incorporated herein by referetace
Exhibit 10.19 to the registration statement on Férh, as amended (File No. 333-184414), initiallyd with the
Securities and Exchange Commission on OctoberaB).

English translation of Confirmation Letteteld November 10, 2011 to Exclusive Technology 8ttpgnd Technology
Services Agreement between Huanju Shidai and Beijuda (incorporated herein by reference to ExHiBiR0 to the
registration statement on Form F-1, as amended {6l 333-184414), initially filed with the Secigi and Exchange
Commission on October 15, 201

English translation of Powers of AttorneyedbMay 27, 2011 issued to Huanju Shidai by each@&hareholders of
Beijing Tuda (incorporated herein by reference xbikit 10.21 to the registration statement on Féuh, as amended
(File No. 33:-184414), initially filed with the Securities and gdange Commission on October 15, 2C

English translation of Exclusive Option Agmeents dated May 27, 2011 among Huanju Shidaiirgeljuda and each of
the shareholders of Beijing Tuda (incorporated ineog reference to Exhibit 10.22 to the registmatibatement on

Form F-1, as amended (File No. 333-184414), ihtidled with the Securities and Exchange Commissia October 15,
2012)

English translation of Equity Interest Pledggreements dated July 1, 2011 between HuanjuaShitl each of the

shareholders of Beijing Tuda (incorporated hergimdference to Exhibit 10.23 to the registraticatestnent on Form F-1,
as amended (File No. 3-184414), initially filed with the Securities and &ange Commission on October 15, 2C
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Exhibit

Number

4.24

4.25%

4.26*

8.1*

111

12.1*

12.2*

13.1*

13.2**

15.1*

15.2*

15.3*

101.INS*

101.SCH*

101.CAL*

101.DEF*

101.LAB*

101.PRE*

Description of Document

English translation of Consent Letter défesember 10, 2011 issued by the shareholders ghBé&iuda (incorporated
herein by reference to Exhibit 10.24 to the regit#hn statement on Form F-1, as amended (File B®-184414), initially
filed with the Securities and Exchange CommissiotOatober 15, 2012
Indenture, dated March 24, 2014, constituting US$#dlion 2.25% Convertible Senior Notes due 2!

English summary of Panyu Land Purchase é&ment, dated August 7, 2014, by and among Guangdhanju Shidai
Information Technology Co., Ltd. and Guangzhou Raimjormation Technology Investent Development Ctd,

List of Subsidiaries and Consolidated Affiliatedtiins

Amended Code of Business Conduct and Etifittee Registrant (incorporated herein by refereéndexhibit 11.1 to the
annual report on Form -F (File No. 00-35729) filed with the Securities and Exchange Cossion on April 26, 2012

Certification by Principal Executive Officer pursudo Section 302 of the Sarba-Oxley Act of 200z
Certification by Principal Financial Officer pursuao Section 302 of the Sarba-Oxley Act of 2002
Certification by Principal Executive Officer pursudo Section 906 of the Sarba-Oxley Act of 2002
Certification by Principal Financial Officer pursuao Section 906 of the Sarba-Oxley Act of 2002
Consent of Conyers Dill & Pearmi

Consent of Fangda Partnq

Consent of Independent Registered Public Accourking

XBRL Instance Documer

XBRL Taxonomy Extension Schema Docum

XBRL Taxonomy Extension Calculation Linkbase Docuntr

XBRL Taxonomy Extension Definition Linkbase Docum

XBRL Taxonomy Extension Labels Linkbase Docun

XBRL Taxonomy Extension Presentation Linkbase Doent

*  Filed with this annual report on Form-F

**  Furnished with this annual report on Forn-F
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SIGNATURES

The registrant hereby certifies that it meets fithe requirements for filing on Form Z0and that it has duly caused and authorize
undersigned to sign this annual report on its Behal

Date: April 21, 2015
YY INC.
By:
/s/ David Xueling Li

Name: David Xueling L
Title: Director and Chief Executive Offic
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Report of Independent Registered Public Accountindrirm
To the Board of Directors and Shareholders of Y¥.:In

In our opinion, the accompanying consolidated badasheets and the related consolidated statemieogemtions and comprehensive incc
of changes in shareholdersleficits) equity and of cash flows, present faiily,all material respects, the financial positidnYey Inc. (the
“Company”)and its subsidiaries as of December 31, 2014 at8,2ihd the results of their operations and treshdlows for each of the thi
years in the period ended December 31, 2014 inoconify with accounting principles generally accepie the United States of America. A
in our opinion, the Company maintained, in all mialerespects, effective internal control over figal reporting as of December 31, 2(
based on criteria established in Internal Contrisitegrated Framework (2013) issued by the CommitfeBponsoring Organizations of
Treadway Commission (COSO). The Company's manadgeima@asponsible for these financial statements,nfaintaining effective intern
control over financial reporting and for its assesst of the effectiveness of internal control ofreancial reporting, included in Management’
report on Internal Control over Financial Reporpagaring under Item 15 of the accompanying FornF=2@ur responsibility is to expre
opinions on these financial statements and on thmp2ny's internal control over financial reportingsed on our integrated audits.
conducted our audits in accordance with the stalsdaf the Public Company Accounting Oversight Bo@udited States). Those stand:
require that we plan and perform the audits to iobtaasonable assurance about whether the finastaéments are free of mate
misstatement and whether effective internal coraka@r financial reporting was maintained in all eval respects. Our audits of the finan
statements included examining, on a test basisleage supporting the amounts and disclosures irfitla@cial statements, assessing
accounting principles used and significant estismatade by management, and evaluating the ovenalhfial statement presentation. Our ¢
of internal control over financial reporting inckdl obtaining an understanding of internal contk@rdinancial reporting, assessing the risk
a material weakness exists, and testing and ewuadutite design and operating effectiveness of ir@lecontrol based on the assessed risk
audits also included performing such other proceslas we considered necessary in the circumstavweedelieve that our audits provid
reasonable basis for our opinions.

A companys internal control over financial reporting is @pess designed to provide reasonable assuranaeliregthe reliability of financie
reporting and the preparation of financial statetmdor external purposes in accordance with gelyemicepted accounting principles
companys internal control over financial reporting inclsdiose policies and procedures that (i) pertaithéomaintenance of records tha
reasonable detail, accurately and fairly refleet ttansactions and dispositions of the assetseotdmpany; (ii) provide reasonable assur
that transactions are recorded as necessary toitpgraparation of financial statements in accor@amdgth generally accepted accoun
principles, and that receipts and expenditureshef dompany are being made only in accordance withosizations of management
directors of the company; and (iii) provide readsleaassurance regarding prevention or timely deteaf unauthorized acquisition, use
disposition of the company’s assets that could lzanweterial effect on the financial statements.

Because of its inherent limitations, internal cohwver financial reporting may not prevent or @ttemisstatements. Also, projections of
evaluation of effectiveness to future periods agexct to the risk that controls may become inadégjbecause of changes in conditions, ol
the degree of compliance with the policies or pdoces may deteriorate.

/sl PricewaterhouseCoopers Zhong Tian LLP
Shanghai, the People’s Republic of China

April 21, 2015




CONSOLIDATED BALANCE SHEETS AS OF DECEMBER 31, 2013AND 2014

(Al amounts in thousands, except share, ADS, paresand per ADS data)

Assets

Current assets
Cash and cash equivalel
Shor-term deposit:
Restricted sho-term deposit:
Accounts receivable, n
Inventory
Amounts due from related parti
Prepayments and other current as
Deferred tax assets

Total current assets

Non-current assets
Deferred tax asse
Investments
Property and equipment, r
Intangible assets, n
Goodwill
Other non-current assets

Total non-current assets
Total assets

Liabilities and shareholders’ equity
Current liabilities

Accounts payable (including accounts payable otthresolidate
variable interest entity without recourse to ther(pany of
RMB55,818 and RMB101,160 as of December 31, 2043 ¢
2014, respectively

Deferred revenue (including deferred revenue otthesolidatec
variable interest entity without recourse to ther(pany of
RMB292,380 and RMB 354,987 as of December 31, 201t
2014, respectively

Advances from customers (including advances frostauers o
the consolidated variable interest entity with@daurse to th
Company of RMB10,656 and RMB 25,897 as of Decerli¢
2013 and 2014, respective

Income taxes payable (including income taxes payabthe
consolidated variable interest entity without reseuo the
Company of RMB47,974 and RMB65,162 as of Decemite
2013 and 2014, respective

Accrued liabilities and other current liabilitiga¢luding accruec
liabilities and other current liabilities of thercsmlidated
variable interest entity without recourse to ther(pany of
RMB197,851 and RMB357,464 as of December 31, 2043
2014, respectively

Amounts due to related parties (including amounts t related
parties of the consolidated variable interest gntithout
recourse to the Company of RMB2,640 and RMB30,898af¢
December 31, 2013 and 2014, respectively)

Total current liabilities

Non-current liabilities
Convertible bonds (including convertible bondstod

Notes

O ~NO O1

20

20
10
11
12
13
14

15

16

25

As of December 31

201:¢ 201 201¢
RMB RMB ust
(Note 2(e)

729,59¢ 475,02 76,56
1,432,86: 4,214,571 679,261
- 100,00( 16,11°

100,10: 257,43t 41,49:

- 1,44t 23:

73 61,07: 9,84:

67,53: 204,13 32,90:
66,92: 111,43t 17,96(
2,397,08! 5,425,13. 874,37.
62¢ 1,392 224
62,02¢ 186,65« 30,08
102,63t 234,221 37,75
29,127 154,03« 24,82¢
1,577 300,38: 48,41
4,864 560,97. 90,41:
200,85! 1,437,66. 231,70!
2,597,94 6,862,79 1,106,08
56,39: 101,52! 16,36
293,86t 356,15! 57,40:
19,54¢ 34,127 5,50(
78,107 89,16 14,37(
250, 76! 478,70: 77,15:
2,64( 30,89: 4,97¢
701,31 1,090,55! 175,76!




consolidated variable interest entity without reseuto the
Company of nil and nil as of December 31, 2013 2014,
respectively’

Long-term payable (including long-term payablehd t
consolidated variable interest entity without reseuo the
Company of nil and RMB183,000 as of December 31320
and 2014, respectivel

Deferred revenue(including deferred revenue ottiresolidated
variable interest entity without recourse to ther(any of
RMB8,457 and RMB24,383 as of December 31, 2013 anc
2014, respectively

Deferred tax liabilities (including deferred taabilities of the
consolidated variable interest entity without reseuo the
Company of nil and RMB26,709 as of December 31321id
2014, respectively)

Total non-current liabilities
Total liabilities

Commitments and contingencie!

17

15

20

27

= 2,447,98 394,54:

- 183,00( 29,49:

9,42¢ 24,38 3,93(

- 26,70¢ 4,30¢

9,42¢ 2,682,07. 432,27.
710,73t 3,772,633 608,03t




CONSOLIDATED BALANCE SHEETS AS OF DECEMBER 31, 2013AND 2014 (CONTINUED)

(Al amounts in thousands, except share, ADS, paresand per ADS data)

As of December 31

Notes 201: 201¢ 201¢
RMB RMB ust
(Note 2(e)
Shareholders’ equity
Class A common shares (US$0.00001 par value; 1@00MO!
shares authorized, 622,658,738 shares issued dsthmiling &
of December 31, 2013 and 706,173,568 shares issue
outstanding as of December 31, 20 21 38 43 7
Class B common shares (US$0.00001 par value; D00MO(
shares authorized, 485,831,386 shares issued dsthmiling &
of December 31, 2013 and 427,352,696 shares issue
outstanding as of December 31, 20 21 34 30 5
Additional paic-in capital 2,765,61. 2,900,45! 467,46
Statutory reserve 2(dd) 40,65’ 56,46¢ 9,101
(Accumulated deficits) Retained earnir (874,69 173,96: 28,03¢
Accumulated other comprehensive loss (44,43) (40,799 (6,577)
Total shareholders’ equity 1,887,20! 3,090,16: 498,04.
Total liabilities and shareholders’ equity 2,597,94 6,862,79 1,106,08

The accompanying notes are an integral part oktheasolidated financial statements.
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CONSOLIDATED STATEMENTS OF OPERATIONS AND COMPREHEN SIVE INCOME FOR THE YEARS ENDED DECEMBER
31, 2012, 2013 AND 2014
(Al amounts in thousands, except share, ADS, paresand per ADS data)

For the year ended December 3:

Note 2012 201: 201¢ 201¢
RMB RMB RMB uss
(Note2(e)
Net revenues
Internet valu-added servic
—Online music and entertainme 286,44t 852,88! 2,109,50: 339,99(
—Online game: 332,28 602,11: 811,69 130,82:
—Others 83,65 205,21 609,82: 98,28¢
Online advertising 117,64. 163,26( 147,34. 23,74,
Total net revenues 820,03: 1,823,46: 3,678,36! 592,84!
Cost of revenue@) 18 (416,13) (881,999 (1,849,14) (298,029
Gross profit 403,89¢ 941,46 1,829,21 294,81t
Operating expenses?
Research and development exper (176,72Y (267,009 (431,18 (69,495
Sales and marketing expen: (16,959 (24,955 (102,52 (16,52¢)
General and administrative expenses (109,781) (200,55:) (223,019 (35,949
Total operating expense: (303,46) (492,51 (756,739 (121,96
Other income 19 2,46¢ 27,07¢ 6,31¢ 1,01¢
Operating income 102,89¢ 476,03: 1,078,80. 173,87:
Gain on disposal of an equity investm 651 - 99¢ 161
Gain on disposal of a cost investm 2,351 - - -
Foreign currency exchange (losses) gains (4,159 29,55t (10,399 (1,67¢)
Interest expens 17 - - (56,607 (9,129
Interest incom 16,31¢ 60,22: 164,96 26,58¢
Other non-operating income 10 - - 36,71« 5,91;
Income before income tax expense 118,06: 565,80 1,214,48 195,73t
Income tax expenses 20 (29,04 (89,95)) (154,28 (24,86¢)
Income before share of income in equity metho
investments, net of income taxes 89,02( 475,85! 1,060,19 170,87:
Share of income in equity method investments, fiet o
income taxes 157 1,86¢ 4,27¢ 68¢
Net income attributable to YY Inc. 89,17" 477,72 1,064,47. 171,56:
Decretion to convertible redeemable preferred share
redemption valus 22 1,293,87! - - -
Allocation of net income to participating preferred
shareholders 22 (478,759 - - -
Net income attributable to common shareholder: 904,29t 477,72 1,064,47. 171,56:
Net income 89,17% 477,72 1,064,47, 171,56:

Other comprehensive (loss) incor
Foreign currency translation adjustments, net lof
tax (1,204 (31,019 3,63¢ 58€




Comprehensive income attributable to YY Inc. 87,97 446,71: 1,068,111 172,14




CONSOLIDATED STATEMENTS OF OPERATIONS AND COMPREHEN SIVE INCOME FOR THE YEARS ENDED DECEMBER

31, 2012, 2013 AND 2014 (CONTINUED)

(Al amounts in thousands, except share, ADS, paresand per ADS data)

Net income per ADS*

—Basic
—Diluted

Weighted average number of ADS used in calculatigt
income per ADS

—Basic
—Diluted

Net income per common share*

—Basic
—Diluted

Weighted average number of common shares used i
calculating net income per common sh

—Basic
—Diluted

*  Each ADS represents 20 Class A common sh

Note

24
24

24
24

24
24

24
24

For the year ended December 3:

(1) Share-based compensation was allocated in cost of regesuug operating expenses as follo

Cost of revenue

Research and development exper
Sales and marketing expen:

General and administrative expenses

The accompanying notes are an integral part oktheasolidated financial statements.

Note

201z 201: 201¢ 201¢

RMB RMB RMB uss

(Note2(e)

29.97 8.51 18.4¢ 2.9¢

1.8(C 8.0¢ 17.7¢ 2.8¢

30,235,19 56,123,78 57,657,03 57,657,03

49,623,44 59,056,06 59,927,17 59,927,17.

1.5C 0.42 0.9z 0.1t

0.0¢ 0.4C 0.8¢ 0.1¢

604,703,81  1,122,475,68  1,153,140,69  1,153,140,69

992,468,83  1,181,121,29  1,198,543,47  1,198,543,47
For the year ended December 31,

201z 201: 201¢ 201¢

RMB RMB RMB Usy

(Note2(e)

8,401 9,86( 18,03’ 2,907

35,44 39,58’ 54,14 8,72¢

884 1,31¢ 2,807 452

55,61¢ 66,33 59,64" 9,61:
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CONSOLIDATED STATEMENTS OF CHANGES IN SHAREHOLDERS' (DEFICITS) EQUITY FOR THE YEARS ENDED
DECEMBER 31, 2012, 2013 AND 2014
(Al amounts in thousands, except share, ADS, paresand per ADS data)

Accumulated

Class A common share Class B Common share: Additional other Total

Number Number paid-in  Accumulated = comprehensivt shareholder¢

Notes of shares Amount of sharet Amount capital deficits loss  (deficits) equity

Note 21 RMB Note 21 RMB RMB RMB RMB RMB

Balance as of December 31, 20: - - 543,340,91 37 584,09 (2,433,60) (12,219 (1,861,69)

Issuance of common shai 21 179,400,00 11 - - 515,70¢ - - 515,72(
Issuance of common shares for ves

restricted share 21 - - 5,068,001 - - - - -

Shar-based compensati—share option 23 - - - - (89 - - (89
Share based compensa—restrictec

shares 23 - - - - 36,37 - - 36,37:
Shar-based compensati—restrictec

share unit: 23 - - - - 54,44 - - 54,44¢
Shar-based compensati—restrictec

shares to the CEO and Chairnr 23 - - - - 9,62¢ - - 9,62¢

Transferred from Series A convertit

redeemable preferred shares upon tl

completion of the initial public offerin 22 - - 136,100,93 9 449,48 - - 449,49¢
Transferred from Series B convertit

redeemable preferred shares upon tl

completion of the initial public offerin 22 - - 102,073,86 6 337,11( - - 337,11¢
Transferred from Series C convertil

redeemable preferred shares upon tl

completion of the initial public offerin 22 - - 121,249,52 8 400,43¢ - - 400,44
Decretion of Series A convertib

redeemable preferred shares to

redemption valur 22 - - - - 125,81: 359,70 - 485,51°
Decretion of Series B convertit

redeemable preferred shares to

redemption valur 22 - - - - 64,10: 302,68 - 366,78!
Decretion of Series C convertik

redeemable preferred shares to

redemption valur 22 - - - - 71,30( 370,27: - 441,57
Components of comprehensive inco -
Net income - - - - - 89,177 - 89,177
Foreign currency translatic
adjustment, net of nil tax - - - - - - (1,209 (1,209
Balance as of December 31, 20: 179,400,00 11 907,833,22 60 2,648,40. (1,311,76) (13,429 1,323,28!




CONSOLIDATED STATEMENTS OF CHANGES IN SHAREHOLDERS' (DEFICITS) EQUITY FOR THE YEARS ENDED
DECEMBER 31, 2012, 2013 AND 2014 (CONTINUED)
(Al amounts in thousands, except share, ADS, paresand per ADS data)

Accumulated

Class A common share Class B Common share Additional other Total

Number Number paid-in Statutory Accumulated comprehensivi shareholder¢

Notes of shares Amount of shares Amount capital reserves deficits loss equity

Note 21 RMB Note 21 RMB RMB RMB RMB RMB RMB

Balance as of December 31, 20: 179,400,00 11 907,833,22 6C 2,648,40. - (1,311,76) (13,429 1,323,28!
Issuance of common shares for exerc

share option 21 4,648,42! - - - 11¢ - - - 11¢
Issuance of common shares for ves

restricted shares and restricted share

units 21 16,608,48 1 - - @ - - - -
Class B common shares converted to (

A common share 21 422,001,83 26  (422,001,83) (26) - - - - -
Share based compensa- share option 23 - - - - 14,00« - - - 14,00
Shar-based compensati- restrictec

shares 23 - - - - 7,30C - - - 7,30
Share based compensa-

restricted share uni 23 - - - - 95,79:. - - - 95,79:
Appropriations to statutory reserv 2(dd) - - - - - 40,657 (40,657 - -
Components of comprehensive inco

Net income - - - - - - 477,72° - 477,72°
Foreign currency translatic

adjustment, net of nil tax - - - - - - - (31,019 (31,019

Balance as of December 31, 20: 622,658,73 38 485,831,38 34 2,765,61. 40,657 (874,69) (44,43) 1,887,20!
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CONSOLIDATED STATEMENTS OF CHANGES IN SHAREHOLDERS' (DEFICITS) EQUITY FOR THE YEARS ENDED
DECEMBER 31, 2012, 2013 AND 2014 (CONTINUED)
(Al amounts in thousands, except share, ADS, paresand per ADS data)

(Accumulated  Accumulated

Class A common share: Class B Common share Additional deficits) other Total
Number Number paid-in Statutory Retainec comprehensivi shareholder¢
Notes of shares Amount of share: Amount capital reserve: earnings loss equity
Note 21 RMB Note 21 RMB RMB RMB RMB RMB RMB
Balance as of December 31, 20: 622,658,73 38 485,831,38 34 2,765,61 40,657 (874,69) (44,43) 1,887,20!
Issuance of common shares for exerc
share option 21 5,841,66! - - - 21z - - - 21z
Issuance of common shares for ves
restricted shares and restricted share
units 21 19,194,48 1 - - ) - - - -
Class B common shares converted to (
A common share 21 58,478,69 4 (58,478,69) (4) - - - - -
Shar-based compensati- restrictec
shares 23 - - - - 3,771 - - - 3,771
Share based compensa- restrictec
share unitt 23 - - - - 130,71¢ - - - 130,71¢
Shar-based compensatic- restrictec
shares to the founder of a subsidiary
a variable interest enti 23 - - - - 142 - - - 145
Appropriation to statutory reserv 2(dd) - - - - - 15,81 (15,817 - -
Components of comprehensive inco
Net income - - - - - - 1,064,47: - 1,064,47.
Foreign currency translatic
adjustment, net of nil tax - - - - - - - 3,63¢ 3,63¢
Balance as of December 31, 20: 706,173,56 43 427,352,69 3C 2,900,45i 56,46¢ 173,96 (40,799 3,090,16.

The accompanying notes are an integral part obtheasolidated financial statements.
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CONSOLIDATED STATEMENTS OF CASH FLOWS FOR THE YEARS ENDED DECEMBER 31, 2012, 2013 AND 2014

(Al amounts in thousands)

Cash flows from operating activities
Net income

Adjustments to reconcile net income to net caskigea by

operating activitie:

Depreciation of property and equipmi
Amortization of acquired intangible ass
Allowance for doubtful accoun
Loss on disposal of property and equipmn
Impairment of an equity investme
Impairment of a cost investme
Impairment of intangible asse
Share-based compensatic
Share of income in equity method investme
Gain on disposal of an equity investm
Gain on disposal of a cost investm
Deferred income taxes, r
Foreign exchange losses (gains),
Other nor-operating incom:

Changes in operating assets and liabilities
Accounts receivabl
Prepayments and other ass
Amounts due from related parti
Amounts due to related parti
Accounts payabl
Deferred revenu
Advances from custome
Income tax payabl
Accrued liabilities and other current liabilities

Net cash provided by operating activit

Cash flows from investing activities

Placements of sh-term deposit:

Maturities of shorterm deposit:

Placement of restricted sh-term deposit:

Maturities of restricted sh¢-term deposit:

Purchase of property and equipm

Purchase of intangible ass

Purchase of other n-current assei

Cash paid for equity investmer

Cash paid for cost investmet

Cash received from disposal of a cost investr
Cash received from disposal of an equity investr
Cash paid for business acquisition, net of cashisad,
Payment on behalf of a related pz

Loans to related partie

Repayment of loans from related par

Loans to employees and third part

Repayment of loans from employees and third pa
Proceeds from disposal of property and equipment

Net cash used in investing activiti

Cash flows from financing activities
Proceeds from exercise of vested share op

Proceeds from initial public offering (net of undeiters’

commissions of US$6,59:

Note

11
12

23

20

10

25
25

25

25
25
25

21

For the year ended December 31,

2012 201:¢ 2014 201¢
RMB RMB RMB ust
(Note2(e)

89,17" 477,72 1,064,47. 171,56:
29,07« 44,96: 68,03t 10,96¢
3,36¢ 4,707 12,59¢ 2,03(
6,88¢ 31,98 28,12( 4,53:

7 1 61 1C

- 89¢ - -

452 - 4,00( 64E
55C - 5,697 91¢
100,35: 117,09¢ 134,63: 21,69¢
(157 (1,869 (4,275 (68¢9)
(657) - (999) (162
(2,359 - - -
(19,31 (35,419 (45,75 (7,379
4,15: (29,55% 10,39¢ 1,67¢
- - (36,719 (5,919
(77,47%) (14,47)) (183,52) (29,579
(11,96%) (46,629 (90,929 (14,659
(73) - - -
1,73¢ 36 28,25 4,55:
7,214 26,34: 23,16¢ 3,73¢
125,54: 136,94! 54,34 8,75¢
5,06: 12,03¢ 14,57¢ 2,35(
31,12¢ 30,10¢ 11,05« 1,782
64,14¢ 136,26 204,13: 32,90
356,85. 891,17. 1,301,35. 209,741
(1,040,30) (1,529,09i) (5,343,93) (861,28
615,25¢ 995,99t 2,550,05! 410,99!
- - (155,001) (24,98)

- - 55,00( 8,86¢
(60,88.) (55,60¢) (178,470 (28,769
(1,920 (14,63 (21,75)) (3,507

- - (510,34)) (82,25
(1,000 (11,000 (15,000 (2,419

- (47,110 (73,40:) (11,830

1,00( 3,00( - -
2,00( - 1,56: 252
(11,72) - (170,95() (27,55
- - (61,000 (9,83))
(1,200 - (2,500 (242
2,50( 1,00(¢ 1,50(¢ 242
(2,930 (3,770 (35,51) (5,729
66( 1,56( 4,531 73C

32 48 15€ 25
(498,504 (659,60 (3,954,05) (637,27
- 11F 21z 34
550,55! - - -



Payments of listing expens
Proceeds from issuance of convertible bonds, nissafince cos

Net cash provided by (used in) financing activi
Net increase (decrease) in cash and cash equis
Cash and cash equivalents at the beginning ofdhe

Effect of exchange rate changes on cash and casvatnts

Cash and cash equivalents at the end of the ye

21
17

(27,81%) (5,802) - -
8 8 2,402,54! 387,22:

522, 74( (5,687) 2,402,76: 387,25!
381,08t 225,88: (249,94:) (40,28%)
128,89: 504,70; 729,59 117,59
(5,277) (987) (4,629) (74€)
504,70; 729,59 475,02 76,56




CONSOLIDATED STATEMENTS OF CASH FLOWS FOR THE YEARS ENDED DECEMBER 31, 2012, 2013 AND 2014
(CONTINUED)
(All amounts in thousands)

For the year ended December 3!

Note 201z 2013 201¢ 201¢
RMB RMB RMB USt
(Note2(e)
Supplemental disclosure of cash flows information:
—Acquisition of property and equipment in form otaants
payable 5,911 7,65 25,51« 4,117
—Income taxes pai (17,229 (95,259 (188,979 (30,459

The accompanying notes are an integral part oktheasolidated financial statements.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
(Al amount in thousands, except share and per shardata, unless otherwise stated)

1.

(@)

(b)

Organization and principal activities
Principal activities

YY Inc. (the “Company”), through its subsidiariéts, variable interest entities (“VIES”) and VIE'sissidiaries (collectively, the “Group”
is principally engaged in operating an online sbgpiatform in the People’s Republic of China (theRC” or “China”) through it
platform, YY Client and through its websi¥ey.conandDuowan.com

Reorganization
The Company was incorporated in the Cayman Islandiuly 22, 2011.

The Group began its operations in the PRC in AJB05 through its PRC domestic company, Guangzhadtia Network Technolog
Co., Ltd. (“Guangzhou Huaduo”), which was direatlyned by Mr. David Xueling Li (the “Founder” or tHEEQ") and Mr. Jun Lei (th
“Co-founder” or the “Chairman”). Guangzhou Huadwidds the necessary licenses and approvals to epetatnetrelated businesses
the PRC.

For the period between July 2006 and April 200%, @roup undertook a reorganization (the “First Raaization”)and establishe
Duowan Limited (“Duowan Limited”), an investmentltdimg company under the laws of the British Virggtands (the “BVI”),Duowar
(Hong Kong) Limited (“Duowan (Hong Kong)"s Hong Kong incorporated company wholly owned bywan Limited, and Guangzh
Duowan Information Technology Co., Ltd. (“GuangzHduowan”), a wholly-owned foreign enterprise (“WOTEn the PRC owned t
Duowan (Hong Kong) (collectively “Duowan Limited @rp Structure”).The First Reorganization was necessary to comptli WRC
laws and regulations which prohibit or restricteign ownership of companies that provide interrattent services in the PRC wh
licenses are required.

By entering into a series of agreements among thumdier, the Cdeunder, Guangzhou Huaduo, and Guangzhou Duowdie¢teely,
“First VIE agreements”)Guangzhou Huaduo became a VIE of Guangzhou Duo@aangzhou Duowan became the primary benefi
of Guangzhou Huaduo.

In November 2007, Duowan Entertainment Corporati@uowan BVI”) was incorporated in the BVI. In March 2008, Duowivil
established Duowan Entertainment Information Tetdmo(Beijing) Co., Ltd. (“Duowan Entertainmentas a WOFE in the PRC an
wholly-owned subsidiary of Duowan BVI. The Groupdentook a second reorganization (the “Second Reargaon”) whereby the Fir:
VIE agreements among the Founder, thef@oder, Guangzhou Huaduo and Guangzhou Duowan tearenated and a new series
VIE agreements (collectively, “Second VIE agreemm@ntvere signed among the Founder, the f@mder, Guangzhou Huaduo
Duowan Entertainment, through which Duowan Entarnteint became the primary beneficiary and exeroi$sttive control over tf
operations of Guangzhou Huaduo. Duowan BVI becdmeiten holding company of the Group.

In August 2008, Duowan Entertainment purchasethalkequity interests in Guangzhou Duowan from Duo{tong Kong).

In December 2008, the Group undertook another esnzgtion (the “Third Reorganizationgnd acquired all of the equity interest:
NeoTasks Inc. (“NeoTasks”), a Cayman Islands compéagether with its whollyswned subsidiary, NeoTasks Limited, its WO
NeoTasks International Media Technology (Beijing). A_td. (“NeoTasks Beijing”)and its VIE, Beijing Tuda Science and Techno
Co., Limited (“Beijing Tuda").

In July 2009, Guangzhou Duowan was renamed as ZRuwan Information Technology Co., Ltd. (“ZhuHaiiowan”).
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
(Al amount in thousands, except share and per shardata, unless otherwise stated)

1.

(b)

()

Organization and principal activities (continued)
Reorganization (continued)

In December 2009, another series of VIE agreententiectively, “Third VIE agreements”) were enteriatib amongst the legal
shareholders of Beijing Tuda and Duowan Entertairntraad thus completing the Third Reorganizatiorrotigh the aforementioned
activities, Beijing Tuda became a VIE, whose priyiaeneficiary is Duowan Entertainment.

In December 2010, Duowan BVI established Zhuhaivizaro Technology Co., Ltd. (“Zhuhai Duowan Technoldgyvhich is directh
100% owned by Duowan BVI.

On September 6, 2011, pursuant to a share swapragng, all the then existing shareholders of Duo®®hexchanged their respect
shares, including the Series A, Series B, Seriésa@d Series @-Preferred Shares, of Duowan BVI for equivaleassks of shares of-
Company on a 1 for 1 basis. As a result, Duowan Bdame a whollpwned subsidiary of the Company and it also becdmmdolding
company of the Group (the “Share Swap”).

In May 2012, Duowan Entertainment was renamed aniuShidai Technology (Beijing) Co., Ltd. (“BeigrHuanju Shidai”).

In September 2012, Zhuhai Duowan Technology wasmed as Guangzhou Huanju Shidai Information TedgylCo., Ltd
(“Guangzhou Huanju Shidai”).

The First Reorganization, the Second Reorganizatios Third Reorganization and the Share Swap &#reeorganization of entiti
under common control and have been accounted famianner akin to a pooling of interest as if tleenPany, through its wholly own
subsidiaries, had been in existence and been theanmyr beneficiary of the VIEs throughout the pesqgatesented in the consolide
financial statements. As a result of these arramges) the Company, through its wholly owned subsi€$, is considered the prim
beneficiary of two VIEs, Guangzhou Huaduo and BgijTuda, and accordingly, their results of operatimd financial conditions &
consolidated in the financial statements of theu@ro

Initial Public Offering

The Company completed its initial public offerifgPO”) on November 21, 2012 on the NASDAQ Global Marked #me underwrite!
subsequently exercised their owaietment option on December 5, 2012. The Compasydd and sold a total of 8,970,000 Amei
Depositary Shares (“ADSsfh these transactions, representing 179,400,008s@acommon shares. Each ADS represents twentyg @
common shares. The net proceeds received by thep&wom after deducting commissions and offering esps, amounted
approximately US$82,055. Upon the completion of tR©, all of the Compang’ 359,424,310 outstanding preferred shares
548,408,914 outstanding common shares were couhatie Class B common shares immediately as ofémee date.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
(Al amount in thousands, except share and per shardata, unless otherwise stated)

1. Organization and principal activities (continued)
(d) Subsidiaries, VIEs and VIE's subsidiaries
The details of the subsidiaries, VIEs and VIE'ssidlaries as of December 31, 2014 are set out below

% of direct

Date of or indirect
Place of incorporation or economic
Name incorporation acquisition ownership Principal activities
Subsidiaries
Duowan Entertainment Corporation
(“Duowan BV") BVI November 6, 200 10C% Investment holding
NeoTasks Inc.“NeoTask”) Cayman Island April 26, 2006 10C% Investment holding
NeoTasks Limitec Hong Kong June 16, 200 10C% Investment holding
Huanju Shidai Technology (Beijing) Cc
Ltd. (“Beijing Huanju Shidai” or
“Duowan Entertainme”) PRC March 19, 200¢ 10C% Investment holding
Zhuhai Duowan Information Technolog
Co., Ltd. (“Zhuhai Duowan” or Online advertising and software
“Guangzhou Duows") PRC April 9, 2007 10C% developmen
Guangzhou Huanju Shidai Information
Technology Co., Ltd. (“Guangzhou
Huanju Shide") PRC December 2, 201 10C% Software developmel
Zhuhai Huanju Shidai Information
Technology Co., Ltd. (“Zhuhai Huan
Shida”) PRC November 14, 201 10C% Software developmel
Variable Interest Entities (“VIES”")
Guangzhou Huaduo Network Technoli Holder of internet content provider
Co., Ltd. (“Guangzhou Huaduo”) licenses and internet value added
PRC April 11, 2005 10C% services
Beijing Tuda Science and Technology Holder of internet content provider
Co., Ltd. “Beijing Tud¢") PRC June 2, 200! 10C% licenses
VIE's subsidiaries
Guangzhou Juhui Information
Technology Co., Ltd PRC October 24, 201 10C% Software developmel
Guangzhou Huanju Media Co., Ltd.
(“Guangzhou Huanju Mec”) PRC April 1, 2014 10C% Artists managemer
Guangzhou Zhuque Information
Technology Co., Ltd.“Zhuque”) PRC September 18, 201 10C% Online games developme
Zhengrengiang and His Partners
Education Technology (Beijing) Co.,
Ltd. (“Zhengrengian”) PRC December 2, 201 10C% Online educatiol

Beijing DuBooker Culture
Communication Co., Ltd.



(“DuBooker™) PRC

Beijing Huangiu Xingxue Technology
Development Co., Ltd"“Xingxue”) PRC

Beijing Huangiu Chuangzhi Software
Co., Ltd. “Chuangzt”) PRC

December 2, 201

December 23, 201

December 23, 201
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
(Al amount in thousands, except share and per shardata, unless otherwise stated)

1.

()

Organization and principal activities (continued)
Variable Interest Entities

To comply with PRC laws and regulations that prihab restrict foreign ownership of companies thaivide internetontent, the Grot
conducts substantially all its operations througha®@zhou Huaduo and Beijing Tuda, which holds titernet valueadded servic
license and approvals to provide such internetisesvin the PRC. Beijing Huanju Shidai entered ateeries of contractual agreem
among Beijing Huanju Shidai, Guangzhou Huaduo dmadr tlegal shareholders. Beijing Huanju Shidai adstered into a series
contractual agreements among Beijing Huanju Shigkjjng Tuda, and Beijing Tuda’s legal sharehatder

Guangzhou Huaduo

The Company’s relationships with Guangzhou Huadubits shareholders are governed by the followimgfractual arrangements:
. Exclusive Technology Support and Technology Sesvisgreemen

Under the exclusive technology support and techyoleervices agreement between Beijing Huanju Shatai Guangzhou Huadi
Beijing Huanju Shidai has the exclusive right toypde to Guangzhou Huaduo technology support acisht@ogy services related to
technologies needed for its business. Beijing Hu&ljidai owns the exclusive intellectual propelights created as a result of
performance of this agreement. The service feelpayay Guangzhou Huaduo to Beijing Huanju Shidalégermined by various factc
including the expenses Beijing Huanju Shidai inciars providing such services and Guangzhou Huasluevenues. The term of t
agreement will expire in 2028 and may be extenditid Beijing Huanju Shidas written confirmation prior to the expiration daBeijing
Huanju Shidai is entitled to terminate the agreemaéany time by providing 30 days’ prior writteatite to Guangzhou Huaduo.

. Exclusive Business Cooperation Agreernr

Under the exclusive business cooperation agreebenteen Beijing Huanju Shidai and Guangzhou Hua8edjing Huanju Shidai h:
the exclusive right to provide to Guangzhou Huatkahnology support, business support and consusimgices related to the servi
provided by Guangzhou Huaduo, the scope of whido ise determined by Beijing Huanju Shidai from dirto time. Beijing Huan|
Shidai owns the exclusive intellectual propertyhtgycreated as a result of the performance ofafjisement. The service fee payabl
Guangzhou Huaduo to Beijing Huanju Shidai is aaterpercentage of its earnings. The term of thirement will expire in 2039 a
may be extended with Beijing Huanju Shidaikritten confirmation prior to the expiration dafeijing Huanju Shidai is entitled
terminate the agreement at any time by providing&gs’ prior written notice to Guangzhou Huaduo.

. Exclusive Option Agreemel

The parties to the exclusive option agreement &igng Huanju Shidai, Guangzhou Huaduo and eadh@fhareholders of Guangz|
Huaduo. Under the exclusive option agreement, e&tie shareholders of Guangzhou Huaduo irrevocgtapted Beijing Huanju Shic
or its designated representative(s) an exclusitmmpo purchase, to the extent permitted under PRE all or part of his or its equ
interests in Guangzhou Huaduo. Beijing Huanju Shiddts designated representative(s) have solerelion as to when to exercise s
options, either in part or in full. Without Beijinguanju Shidai’s prior written consent, Guangzhawatiuos shareholders shall not s
transfer, mortgage or otherwise dispose their gquoterests in Guangzhou Huaduo. The term of thig@ment is ten years and may
extended at Beijing Huanju Shidai's sole discretion




NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
(Al amount in thousands, except share and per shardata, unless otherwise stated)

1.

()

Organization and principal activities (continued)
Variable Interest Entities (continued)
. Powers of Attorne'

Pursuant to the irrevocable power of attorney eteztipy each shareholder of Guangzhou Huaduo, eaah shareholder appoint
Beijing Huanju Shidai as its attorney-in-fact tceesise such shareholdergjhts in Guangzhou Huaduo, including, without kiation, the
power to vote on its behalf on all matters of Gudnoy Huaduo requiring shareholder approval undet Rivs and regulations and
articles of association of Guangzhou Huaduo. Eankep of attorney will remain in force until the sbholder ceases to hold any eq
interest in Guangzhou Huaduo.

. Share Pledge Agreeme

Pursuant to the share pledge agreement betweein@Eeijanju Shidai and the shareholders of Guangthwaduo, the shareholders
Guangzhou Huaduo have pledged all of their eqatigrests in Guangzhou Huaduo to Beijing Huanju &himlguarantee the performa
by Guangzhou Huaduo and its shareholdgerformance of their respective obligations undex exclusive business coopera
agreement, exclusive option agreement, exclusiehnogy support and technology services agreerardtpowers of attorney.
Guangzhou Huaduo and/or its shareholders breaatctirgractual obligations under those agreemdgging Huanju Shidai, as pledg
will be entitled to certain rights, including thigit to sell the pledged equity interests.

Beijing Tuda

The Company'’s relationships with Beijing Tuda atsdshareholders are governed by the following emttral arrangements:
. Exclusive Technology Support and Technology Sesvisgreemen

Pursuant to the exclusive technology support adldnielogy services agreement between Beijing HuShjdai and Beijing Tuda, Beijit
Huanju Shidai has the exclusive right to provideB&ijing Tuda technology support and technologyises related to all technolog
needed for its business. Beijing Huanju Shidai ottnesexclusive intellectual property rights creadsda result of the performance of
agreement. The service fee payable by Beijing TiodBeijing Huanju Shidai is determined by varioastbrs, including the expen:
Beijing Huanju Shidai incurs for providing such\d@ees and Beijing Tuda'revenues. The term of this agreement will exjpir2029 an
may be extended with Beijing Huanju Shidaikritten confirmation prior to the expiration dafeijing Huanju Shidai is entitled
terminate the agreement at any time by providing&gs’ prior written notice to Beijing Tuda.

. Exclusive Business Cooperation Agreernr

Pursuant to the exclusive business cooperatioreagrt between Beijing Huanju Shidai and Beijing d,ueijing Huanju Shidai has 1
exclusive right to provide to Beijing Tuda techrpycsupport, business support and consulting sesviglated to the services providec
Beijing Tuda, the scope of which is to be determitgy Beijing Huanju Shidai from time to time. Beij Huanju Shidai owns t
exclusive intellectual property rights created assult of the performance of this agreement. Tdgise fee payable by Beijing Tude
Beijing Huanju Shidai is a certain percentage sfearnings. The term of this agreement will expir@039 and may be extended v
Beijing Huanju Shidag written confirmation prior to the expiration daBeijing Huanju Shidai is entitled to terminate tagreement
any time by providing 30 days’ prior written notiteBeijing Tuda.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
(Al amount in thousands, except share and per shardata, unless otherwise stated)

1.

()

Organization and principal activities (continued
Variable Interest Entities (continued)
. Exclusive Option Agreemel

The parties to the exclusive option agreement &igng Huanju Shidai, Beijing Tuda and each of shareholders of Beijing Tuda. Uni
the exclusive option agreement, each of the shatetsof Beijing Tuda irrevocably granted Beijingu&hju Shidai or its designal
representative(s) an exclusive option to purchi@sthe extent permitted under PRC law, all or jpétis or its equity interests in Beiji
Tuda. Beijing Huanju Shidai or its designated repreative(s) have sole discretion as to when tocesaesuch options, either in part o
full. Without Beijing Huanju Shidai's prior writtegonsent, Beijing Tuda’ shareholders shall not sell, transfer, mortgagettwerwis
dispose their equity interests in Beijing Tuda. Téwen of this agreement is ten years and may tended at Beijing Huanju Shidaisol
discretion.

. Powers of Attorne

Pursuant to the irrevocable power of attorney eteztiby each shareholder of Beijing Tuda, each siereholder appointed Beiji
Huanju Shidai as its attorney-in-fact to exercisehsshareholdersights in Beijing Tuda, including, without limitatn, the power to vo
on its behalf on all matters of Beijing Tuda reingrshareholder approval under PRC laws and rdgunkand the articles of associa
of Beijing Tuda. Each power of attorney will remainforce until the shareholder ceases to holdaquity interest in Beijing Tuda.

. Share Pledge Agreeme

Under the share pledge agreement between BeijirapjdiShidai and the shareholders of Beijing Tulde,shareholders of Beijing Tt
have pledged all of their equity interests in BgjjiTuda to Beijing Huanju Shidai to guarantee tegfggmance by Beijing Tuda and
shareholdersperformance of their respective obligations underdxclusive business cooperation agreement, éxelaption agreemel
exclusive technology support and technology sesvagreement and powers of attorney. If Beijing Tad#s shareholders breach tl
contractual obligations under those agreementginBatuanju Shidai, as pledgee, will be entitledcttain rights, including the right
sell the pledged equity interests.

Through the aforementioned contractual agreemémtsngzhou Huaduo and Beijing Tuda are considerdek \ith accordance wi
Generally Accepted Accounting Principles in the tddiStates (“US GAAP”pecause the Company, through Beijing Huanju SHids
the ability to:

. exercise effective control over Guangzhou HuaduBedjing Tuda;

. receive substantially all of the economic beneditsl residual returns, and absorb substantiallyhallrisks and expected los
from VIEs as if it were their sole shareholder;

. have an exclusive option to purchase all of thetgdguterests in the VIEs
Management evaluated the relationships among timep@oy, Beijing Huanju Shidai, the VIEs and conchtlidieat Beijing Huanju Shid

is the primary beneficiary of the VIEs. As a restlte VIES' results of operations, assets and liabilities hbgen included in tt
Company'’s consolidated financial statements.




NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
(Al amount in thousands, except share and per shardata, unless otherwise stated)

1.

()

(@)

Organization and principal activities (continued)
Variable Interest Entities (continued)

As of December 31, 2014, the total assets of tmsaaated VIEs and VIE' subsidiaries were RMB2,651,352, mainly comprigiag!
and cash equivalents, short-term deposits, restrishortterm deposits, accounts receivable, prepaymentsodmel current asse
investments, property and equipment, intangibletasgioodwill and deferred tax assets. As of Deagrh, 2014, the total liabilities
the consolidated VIEs and VI&’'subsidiaries were RMB1,169,654, mainly comprisatgounts payable, deferred revenue, aci
liabilities and other current liabilities, incomaxes payable and long-term payable.

In accordance with the aforementioned agreemdrgsCompany has power to direct activities of thEs/land can have assets transfe
out of the VIEs. Therefore the Company consideas there is no asset in the consolidated VIEs alitis/subsidiaries that can be u
only to settle obligations of the consolidated VHsl VIE's subsidiaries, except for registered capital aR€ Btatutory reserves of
VIEs and VIE’s subsidiaries amounting to RMB292,&&70f December 31, 2014. As the consolidated Vs VIE's subsidiaries we
incorporated as limited liability companies undee PRC Company Law, the creditors do not have mseoto the general credit of -
Company for all the liabilities of the consolidatétEs and VIE’s subsidiaries.

Currently there is no contractual arrangement ¢oatd require the Company to provide additionahficial support to the VIEs. As
Company is conducting its PRC internet vaaulled services business through the VIEs, the Caynpaéll, if needed, provide su
support on a discretional basis in the future, Witiculd expose the Company to a loss.

There is no VIE where the Company has variablgéstebut is not the primary beneficiary.

Principal accounting policies

Basis of presentation

The consolidated financial statements have begmaped in accordance with the US GAAP to reflectfthancial position and results
operations of the Group.




NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
(Al amount in thousands, except share and per shardata, unless otherwise stated)

2.
(b)

()

(d)

Principal accounting policies (continued;
Consolidation

The Group’s consolidated financial statements ikelthe financial statements of the Company, itsislidries, and its VIEs and VIE’
subsidiaries for which the Company or its subsidiarthe primary beneficiary. All transactions dpalances among the Company
subsidiaries, its VIEs and VIE's subsidiaries hbeen eliminated upon consolidation.

A subsidiary is an entity in which the Companygdity or indirectly, controls more than one halftieé voting powers; or has the po
to appoint or remove the majority of the memberthefboard of directors; or to cast a majority ofes at the meeting of directors; or
the power to govern the financial and operatingcges of the investee under a statute or agreem®aing the shareholders or eq
holders.

A VIE is an entity in which the Company, or its sidiary, through contractual agreements, beargisfe of, and enjoys the rewa
normally associated with ownership of the entityd aherefore the Company or its subsidiary is thimgry beneficiary of the entity.
determining whether the Company or its subsidiasiesthe primary beneficiary, the Company considlavbether it has the power
direct activities that are significant to the VI&sonomic performance, and also the Compmaoyligation to absorb losses of the VIE
could potentially be significant to the VIE or thight to receive benefits from the VIE that coulotgntially be significant to the VI
Beijing Huanju Shidai and ultimately the Companyldhall the variable interests of the VIEs and \dESubsidiaries and has b
determined to be the primary beneficiary of the ¥ #ad VIE's subsidiaries.

Use of estimates

The preparation of the Compasyconsolidated financial statements in conformiihhwS GAAP requires management to make estir
and assumptions that affect the reported amourdss#ts and liabilities and disclosure of contingssets and liabilities at the date ol
financial statements and the reported amountsvaimges and expenses during the reporting periotliahcesults could differ materia
from such estimates. The Company believes thas lofethe game and lives of the user relationshigted to online games reven
assessment of whether the Group acts as a pringipah agent in different revenue streams, clasdiin of perpetual items ver:
consumable items under itebased model, the determination of estimated sefimges of multiple element revenue contracts,ssedbat
to advertising agencies, income taxes, allowangeddubtful accounts, determination of shbesed compensation expenses, impair
assessment of goodwill, long-lived assets and gibd@ assets, tax considerations for earningsrrethin the Group VIEs, fair valu
determination related to the accounting for businesmbinations, represent critical accounting pedichat reflect more significe
judgments and estimates used in the preparatida obnsolidated financial statements.

Management bases the estimates on historical experiand on various other assumptions that arevieelito be reasonable, the resul
which form the basis for making judgments about ¢herying values of assets and liabilities. Actuedults could differ from the
estimates.

Foreign currency translation

The Group uses Renminbi (“RMB8s its reporting currency. The functional curren€yhe Company and its subsidiaries incorporat
the Cayman Islands, British Virgin Islands, and Bldfong is United States dollar (“US$'While the functional currency of the ot
entities, VIEs and VIES subsidiaries in the Group is RMB, which is thedspective local currency. In the consolidated rfaial
statements, the financial information of the Conypand its subsidiaries, which use US$ as theirtfanal currency, have been transl:
into RMB. Assets and liabilities are translatedhs exchange rates on the balance sheet datey egudunts are translated at histor
exchange rates, and revenues, expenses, gaindpsses are translated using the average exchatgdorathe period. Translati
adjustments arising from these are reported asigioreurrency translation adjustments and are shawna component of ott
comprehensive income or loss in the statement efatipns and comprehensive income.

Foreign currency transactions denominated in ceresrother than functional currency are translatemlithe functional currency using
exchange rates prevailing at the dates of the aio®s. Monetary assets and liabilities denomuh&teforeign currencies at the bala
sheet date are remeasured at the applicable rheexloange in effect at that date. Foreign exchayages and losses resulting from
settlement of such transactions and from remeasmeat yeaend are recognized in foreign currency exchangesg@osses), net in t
consolidated statement of operations.




NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
(Al amount in thousands, except share and per shardata, unless otherwise stated)

2.

()

(f)

(9)

(h)

(i)

Principal accounting policies (continued;
Convenience translation

Translations of amounts from RMB into US$ for theneenience of the reader were calculated at the tying rate of US$1.00
RMB6.2046 on December 31, 2014 as set forth irHli® statistical release of the U.S. Federal ResBoard. No representation is m
that the RMB amounts could have been, or could¢teyerted into US$ at such rate.

Fair value of financial instruments

US GAAP establishes a thréier hierarchy to prioritize the inputs used in treduation methodologies in measuring the fair gatu
financial instruments. This hierarchy also requaasntity to maximize the use of observable inpat$ minimize the use of unobservi
inputs when measuring fair value. The three-ti@rvfalue hierarchy is:

Level 1—observable inputs that reflect quoted griggnadjusted) for identical assets or liabiliiiresictive markets.
Level 2—other inputs that are directly or indirgatbservable in the marketplace.
Level 3—unobservable inputs which are supportetitthyy or no market activity.

The carrying values of cash and cash equivalehtsi-term deposits, restricted shtetm deposits, accounts receivable, other recede
amounts due from (to) related parties, accountslplay and other payables approximate their faneslbecause of their generally s
maturities, and the carrying value of convertibbatls also approximates their fair value, as they beerest at rates determined base
prevailing interest rates in the market.

The fair value of the contingent consideration miped on the acquisition date was measured usiupservable input (level :
Trinomial tree model was applied in determining thie value of the contingent consideration. Unttes model, the Group perform:
scenario analysis and calculates the fair valu¢hefcontingent consideration based on the net presdue of the total continge
payments under each scenario and the expectedijlihbaf each scenario. Contingent consideratismemeasured at fair value at €
reporting date since initial recognition.

Cash and cash equivalents

Cash includes currency on hand and deposits helfinbycial institutions that can be added to orhdiawn without limitation. Ca:
equivalents represent short-term and highly lignigestments placed with banks, which have bottheffollowing characteristics:

i) Readily convertible to known amounts of cash thimug the maturity perioc
i) So near their maturity that they present insigaifiicrisk of changes in value because of changesdrest rates

Short-term deposits

Shortterm deposits represent time deposits placed vettkd with original maturities of less than one yéaterest earned is recordec
interest income in the consolidated statementgpefations during the periods presented.

Accounts receivable, ne

Accounts receivable are presented net of allowémrcdoubtful accounts. The Group uses specifictifieation in providing for bad dek
when facts and circumstances indicate that coflacis doubtful and a loss is probable and estimdblie financial conditions of i
customers were to deteriorate, resulting in an impent of their ability to make payments, additibabowance may be required.

The Company maintains an allowance for doubtfuloaats which reflects its best estimate of amouhts potentially will not b
collected. The Company determines the allowancelémbtful accounts on an individual basis takingp inonsideration various facti
including but not limited to historical collectioexperience and creditorthiness of the debtors as well as the age ofinbdeidual
receivables balance. Additionally, the Company ma¥gecific bad debt provisions based on any spekifowledge the Company |
acquired that might indicate that an account isliactible. The facts and circumstances of eacloaicmay require the Company to
substantial judgment in assessing its collectabilit




NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
(Al amount in thousands, except share and per shardata, unless otherwise stated)

2. Principal accounting policies (continued;
() Equity investment

The equity investment is comprised of investmentgrivatelyheld companies. The Group accounts for its equaigstment over whic
it has significant influence but does not own aarigj equity interest or otherwise control using #quity method. The Group adjusts
carrying amount of the investment and recognizeestment income or loss for share of the earnimdsss of the investee after the ¢
of investment. The Group assesses its equity imesst for other-thatemporary impairment by considering factors inchggdibut nc
limited to, current economic and market conditionpgrating performance of the companies, includingent earnings trends ¢
undiscounted cash flows, and other company-speiciftrmation. The fair value determination, partamly for investment in privately-
held companies, requires judgment to determinecgpiate estimates and assumptions. Changes in éséiseates and assumptions ct
affect the calculation of the fair value of the@stment and determination of whether any identifiepairment is other-than-temporary.

(k) Costinvestment

The cost investment is comprised of investmentgrimately-held companies. The Group accounts for cost investrwhich has r
readily determinable fair value using the cost mdtiUnder the cost method, the investment is medsinitially at cost. The investme
carried at cost should recognize income when diddeare received from the distribution of the inges earnings. The Gro
periodically evaluates the carrying value of inmesnts accounted for under the cost method of a¢it@uand any impairment is includ
in the consolidated statements of operations.

()  Property and equipment
Property and equipment are stated at historicalless accumulated depreciation and impairment ibssy. Depreciation is calculat

using the straighline method over their estimated useful lives. Beal rate is determined based on the economic \afltlee equipmel
at the end of the estimated useful lives as a p&age of the original cost.

Residua

Estimated useful live: rate

Servers, computers and equipm 3year 0%-5%
Furniture, fixture and office equipme 5year 0%-5%
Motor vehicles 4 year 5%
Leasehold improvemel Shorter of lease term or 5 ye -

Expenditures for maintenance and repairs are ergeas incurred. The gain or loss on the disposagroperty and equipment is
difference between the net sales proceeds andathgng amount of the relevant assets and is rézedrin the consolidated statement
operations.

All direct and indirect costs that are relatedhe tonstruction of property and equipment and ietlbefore the assets are ready for
intended use are capitalized as construction igness. Construction in progress is transferrecpxific property and equipment ite
and depreciation of these assets commences wheartheeady for their intended use.

(m) Business combination:

Business combinations are recorded using the psecimethod of accounting, and the cost of an adopisis measured as the aggre
of the fair values at the date of exchange of gse® given, liabilities incurred, and equity instents issued as well as the contin
considerations and all contractual contingenciesfdlse acquisition date. The costs directly attidle to the acquisition are expense
incurred. Identifiable assets, liabilities and dogént liabilities acquired or assumed are meassegdirately at their fair value as of
acquisition date, irrespective of the extent of aop-controlling interests. The excess of the (i) thaltof consideration of acquisitic
fair value of the norcontrolling interests and acquisition date fairmabf any previously held equity interest in thésdiary acquire
over (ii) the fair value of the identifiable netsass of the subsidiary acquired is recorded aswjitlo¢f the consideration of acquisition
less than the fair value of the net assets of tifssidiary acquired, the difference is recognizeedly in the consolidated statement
operations and comprehensive income.




NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
(Al amount in thousands, except share and per shardata, unless otherwise stated)

2. Principal accounting policies (continued’

(n) Intangible assets, ne
Intangible assets mainly consist of brand namesyailto names and software. Identifiable intangibleetssare carried at acquisition ¢
less accumulated amortization and impairment ibsg)y. Finitetived intangible assets are tested for impairmeimpairment indicatol
arise. Amortization of finite-lived intangible assés computed using the straidime method over the following estimated usefuk8
which are as follows:

Estimated useful live:

Software 3-5 year
Technology 5 year:
Domain name 15 year
Operating rights for licensed games Shorter of the economic life or license pe

of relevant online gan
Brand name 1-15 year

(o) Impairment of long-lived assets

For other londived assets including amortizable intangible asseid property and equipment, the Group evaluatesnfpairmen
whenever events or changes (triggering eventsgatelithat the carrying amount of an asset may ngelobe recoverable. The Grt
assesses the recoverability of the long-lived adsgtcomparing the carrying value of the Idivggd assets to the estimated undiscou
future cash flows expected to receive from usédefdassets and their eventual disposition. Suchsaase considered to be impaired if
sum of the expected undiscounted cash flows istless the carrying amount of the assets. The impit to be recognized is meast
by the amount by which the carrying amount of theets exceeds the fair value of the assets.

(p) Goodwill

Gooduwill represents the excess of the purchase jrier the amounts assigned to the fair value efagsets acquired and the liabili
assumed of an acquired business.

(@) Annual test for impairment of goodwill

Goodwill assessment for impairment is performe@bleast an annual basis on October 1 or wheneegt®or changes in circumstar
indicate that the carrying value of the asset matybe recoverable. The Group performs a step goodwill impairment test. The fi
step compares the fair values of each reportingtanis carrying amount, including goodwill. Ifétfair value of a reporting unit exce:
its carrying amount, goodwill is not considered aitpd and the second step will not be requirethdfcarrying amount of a reporting t
exceeds its fair value, the second step compaecisnlied fair value of the affected reporting Usiggoodwill to the carrying value of ti
goodwill. The implied fair value of goodwill is dgmined in a manner similar to accounting for aifess combination with the allocat
of the assessed fair value determined in the $begp to the assets and liabilities of the reportind. The excess of the fair value of
reporting unit over the amounts assigned to thetasnd liabilities is the implied fair value ofagiwill. This allocation process is ol
performed for purposes of evaluating goodwill inmpagnt and does not result in an entry to adjusviiee of any assets or liabilities.
impairment loss is recognized for any excess incdmeying value of goodwill over the implied faialue of goodwill. The judgment
estimating the fair value of reporting units inadgdestimating future cash flows, determining appate discount rates and making o
assumptions. Changes in these estimates and assasngduld materially affect the determination tué fair value of each reporting unit.

No goodwill impairment losses were recognized far years ended December 31, 2012, 2013 and 2014.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
(Al amount in thousands, except share and per shardata, unless otherwise stated)

2. Principal accounting policies (continued’
() Operating leases

Leases in which a significant portion of the rigksd rewards of ownership are retained by the lessoiclassified as operating lea
Payments made under operating lease are charghd tmnsolidated statements of operations on @hktdine basis over the period
the lease.

(s) Convertible bonds

The Group determines the appropriate accountingtrirent of its convertible bonds in accordance wiita terms in relation to t
conversion feature, call and put options, and helaéfconversion feature. After considering the anpof such features, the Group r
account for such instrument as a liability in itgieety, or separate the instrument into debt andtg components following the respect
guidance described under ASC 815 Derivatives ardiig and ASC 470 Debt. The debt discount, if dagether with related issuar
cost are subsequently amortized as interest expassgy the effective interest method, from theidsse date to the earliest conver
date.

() Revenue recognition

The Group generates revenues from internet valdeehdervices (“IVAS")and online advertising. Revenues from IVAS are gziiee
from online music and entertainment, online gamefine dating, live game broadcasting, membershisesription fees and other VA
Online advertising revenues are primarily generdtech sales of different forms of advertising ore t&roups platform. Revenue
recognized when persuasive evidence of an arrangesmests, service has been rendered, the prifieeid or determinable and collecti
is reasonably assured. Revenue is deferred uatkthriteria are met as described below.

(i) Internet value-added services

The Group operates a virtual currency system, untiéch, the users can directly purchase virtuatengy, virtual items on YY Client’
online community channels or pay membership supisori fees via online payment systems providedhirgl parties including paymet
using mobile phone, internet debit/credit card pegtrand other third party payment systems. Thealiturrency can be converted |
game tokens that can be used to purchase viremlsiin online games (both developed by third partied seldeveloped), or usi
directly to purchase virtual items on YY Cliemtbnline community channels or used to pay mempershbscription fees. Virtu
currency sold but not yet consumed by the purckaserecorded as “Advances from customenstl upon conversion or being uset
recognized as revenue according to the respeataszpbed revenue recognition policies addressémhbe

(1) Online music and entertainment revenue

The Group creates and offers virtual items to lEtlusy users on online music and entertainment edsywhich the Group operates
maintains. The virtual items are offered free ofrge or sold to users at different specified priaepredetermined by the Compal
Online music and entertainment revenue consistalgs of virtual items. Users purchase consumalhtigalitems from the Group a
present them to performers to show support for tlagiorite performers or timbased virtual items, which provide users with redoec
status, such as priority speaking rights or spegiaibols on the music channels for a specific jgeoictime. In order to attract user traf
the Group shares with certain popular performeis emannel owners, who have entered into revenugngharrangements with t
Group, a portion of the revenues the Group derik@® such inehannel virtual item sales on online music and remitement channel
which the Group accounts for as cost of revenuedofmers and channel owners, who do not have tevsharing arrangements with
Group, are not entitled to share any revenue deffiram the virtual items sold. The Group does magnize any revenue from offer
free virtual items nor share any revenue with genfers or channel owners when free virtual itemspmesented to performers by
users. Accordingly, online music and entertainmentenue is recognized for the sale of virtual itesodd in online music ai
entertainment channels immediately if the virtwah is a consumable or, in the case of thased virtual items, recognized ratably «
the period each virtual item is made availablen® wser, which does not exceed one year. The Gloep not have further obligations
the user after the virtual items are consumedudiritems may be sold individually or bundled imtoe arrangement. When the Graup’
users purchase multiple virtual items bundled wittiie same arrangement, the Group evaluates staohgaments under ASC 6@5-
Multiple-Element Arrangements. The Group identifies indigidelements under the arrangement and determiresif elements me
the criteria to be accounted for as separate ohidggcounting. The Group allocates the arrangermamsideration to the separate unit
accounting based on their relative selling price.




NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
(Al amount in thousands, except share and per shardata, unless otherwise stated)

2.
(t)
(i)

Principal accounting policies (continued;

Revenue recognition (continued

Internet value-added services (continued

(1) Online music and entertainment revenue (contined)

The following hierarchy has been followed when deiaing the relative selling price for each elemgi) vendor specific objecti
evidence (“WSOE"), (2) third party evidence (“TPE§nd (3) best estimate of selling price (“BESR3jven that the VSOE of the selli
price cannot be determined, the Group has adoppediey to allocate the consideration of the whateangement to different virtual it
elements based on the TPE of selling price or tB8MBfor each virtual item element. The Group deitrsmthe fair values of virtual itel
sold in a bundle based on similar products soléuseply on the YY platform based on the TPE ofg¢bking price and determines the
values of virtual items without similar productddsseparately on the YY platform based on the BEB#e BESP is generally based
the selling prices of the various elements of ailaimmature when they are sold to users on a stédore basis. The BESP may alsc
based on an estimated stand-alone pricing wheelémeent has not previously been sold on a stantedlasis.

These estimates are generally determined basedamgpstrategies, market factors and strategiedbjes. The Group recognizes
revenue for each virtual item element in accordawitie the applicable revenue recognition method.

(2) Online games revenue

The Group generates revenues from offering viiteahs in online games developed by third partiegherGroup itself to gaming playe
Historically, the majority of online games revendiesthe three years ended December 31, 2012, 26d3014 were derived from th
parties developed games.

Users play games through the Grauplatform free of charge and are charged for paseh of virtual items including consumable
perpetual items, which can be utilized in the amljames to enhance their gapiaying experience. Consumable items represental
items that can be consumed by a specific user nhspecified period of time. Perpetual items re@né virtual items that are access
to the users’ account over the life of the onliaengs.

The Group recognizes revenue when recognitionr@itefined under US GAAP are satisfied. For pugsosf determining when t
service has been provided to the paying playerGifteip has determined that an implied obligatioistexo the paying player to contir
providing access to the games such that the uaerstdize the virtual items purchased by game isk&ame players need to log on
access the games through the Group’s platform Iseddeir game tokens, virtual items, and game flyistie specific to the Group'gam
accounts and non-transferable to other platfornespiirchase igame virtual items, players can either charge thaine accounts |
purchasing game tokens or virtual currency from@meup’s platform, which are convertible into game tokbased on a predetermir
exchange rate agreed among the Group and the ntlgame developers.

The proceeds from the purchase of the Group’s alirturrency is recorded as “advances from custdmeepresenting prepayme
received from users in the form of the Graupirtual currency not yet converted into game #jetokens. Upon the conversion int
game token from the GroupVirtual currency or upon the direct purchase game token, whichever is applicable, the procedtide
shared between the Group and the relevant gaméogevebased on a predetermined contractual ratmnéstokens are namefundabli
and non-exchangeable among different games. Thep&@ortion, net of the game develogegntitled consideration, is recordec
deferred revenue and amortized according to thecpleed revenue recognition policies describedvleldsers typically do not conwi
the virtual currency into game tokens or purchasegame tokens unless they plan to purchase in-gataal items soon.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
(Al amount in thousands, except share and per shardata, unless otherwise stated)

2. Principal accounting policies (continued’
() Revenue recognition (continued
(i) Internet value-added services (continued
(2) Online games revenue (continued)
There are two types of third party developed onfjames:

- Non-exclusive third party developed gan
- Exclusive third party developed gan

Under the norexclusive arrangement, game developers licensgahes to various platforms and the Group is onky afithe platform:
Game developers will receive only revenue shamah the Group pursuant to the mutually agreed shaumémcentage.

Under the exclusive arrangement, game developdislicense the game to the Group as the exclusoensee. The Group, as
exclusive licensee, can slibense the games to other platforms. In additiorihie revenue shared to the game developers, they.
should also pay an exclusive license fee to theegdewelopers.

- Nor-exclusive third party developed gan

Pursuant to contracts signed between the Groupghentkespective game developers, revenues fromalbeos conversion of game toki
to be used for the purchase ofgame virtual items from online games developedHirg tparties are shared between the Group ar
game developers based on a pre-agreed ratio fbrgeawe. These revenue-sharing contracts typicadhtydne to two years.

The third party developed games under pzolusive licensing contracts are maintained arthted by the game developers. The G
views the game developers to be the Group’s cus®ara considers the Group’s responsibilities utiderGroups agreements with t
game developers to offer certain standard promstibat include providing access to the platforrmcamcing the new games to user:
the platform, and occasional advertising on the patform. The determination of whether to recordsea revenues using gross or
method is based on an assessment of various fadtoesprimary factors are whether the Group isngctis the principal in offerii
services to the game players or as agent in timsdcdion, and the specific requirement of eachraohtThe Group determined that
third party developed games, the third party gaeselbpers are the principal given the game devedogesign and develop the web
game services offered, have reasonable latituéstablish prices of game tokens, and are respernfibimaintaining and upgrading
game contents and virtual items. Accordingly, th®up records online games revenue, net of theagreed portion of sharing of 1
revenues with the game developers.

Given that third party developed games under exaiusive licensing contracts are managed and ast@iad by the third party gal
developers, the Group does not have access toatheod the consumption details such as when the gaken is spent on the virti
items or the types of virtual items (consumableperpetual items) purchased by each individual gatager. However, the Grol
maintains historical data on timing of the convensodf its virtual currency into game specific tokeand the amount of purchases of g
tokens. The Group believes that its performancediod obligation to, the game developers correspotide game developersérvices t
the users. The Group has adopted a policy to rézegevenues relating to game tokens for third ypdeveloped games over

estimated user relationship with the Group on aayhgrgame basis, which is approximately one to six meidin the periods present
Future usage patterns may differ from historicagespatterns and therefore the estimated useioredatp with the Group may change
the future.

When the Group launches a new game, it estimaéessér relationship based on other similar typegaaies in the market until the n

game establishes its own history. The Group consithee games profile, attributes, target audience, and itseappo players of differe
demographics groups in estimating the user relghiipnperiod.
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2.
(t)
(i)

Principal accounting policies (continued;

Revenue recognition (continued

Internet value-added services (continued

(2) Online games revenue (continued)

- Nor-exclusive third party developed games (contini

The estimated user relationship period is basedata collected from those users who have acquiaategiokens. To estimate the 1
relationship period, the Group maintains a softwargtem that captures the following information éach user: (a) the frequency
users log into each game via the Group’s platf@nd (b)the amount and the timing of when the users cororecharge his or her gal
tokens. The Group estimates the user relationstijog for a particular game to be the date a playgchases or converts from virt
currency to a game token through the date the Gestimates the user plays the game for the last fithis computation is completed
a user by user basis. Then, the results for alyaed users are averaged to determine an estineaigédiser relationship period for e
game. Revenues from in-game payments of each napattecognized over the user relationship peritichased for that game.

The consideration of user relationship with eaclinengame is based on the Grosiffest estimate that takes into account all knom
relevant information at the time of assessment. Grmup assesses the estimated user relationshipqoarterly basis. Any adjustme
arising from changes in the user relationship aesalt of new information will be accounted as arge in accounting estimate
accordance with ASC 250 Accounting Changes and Eloorections.

- Exclusive third party developed gan

Under certain exclusive arrangements, the Grous @aiditional license fees to the game developerh@sGroup is entitled to

exclusive right to operate third party developethga in specified geographic areas. Based on ASE3858b6, the Group has adop
an accounting policy to recognize the exclusiverige fee as an intangible asset upon the comméxuiath of the related online gan
This intangible asset is amortized on a stralge-basis over the shorter of the economic liféiaanse period of the relevant online ga

Pursuant to the exclusive licensing contracts sidretween the Group and the third party game dpeedp the Groug responsibilities |
operating the licensed games vary gameayhme. The determination of whether to record thresenues using gross or net methc
based on an assessment of various factors, inglumitnot limited to whether the Group (i) is thiénary obligor in the arrangement;
has latitude in establishing the selling pricei) (@hanges the product or performs part of theiserv(iv) has involvement in tl
determination of product and service specifications

For the game license arrangements under which tloeipGtakes primary responsibilities of game opergtiincluding determinir
distribution and payment channels, providing custorservices, hosting game servers, if needed, anttalling game and servic
specifications and pricing, the Group consideredliitto be the principal in these arrangements.ofdiogly, the Group records onli
games revenues from these third party licensed gamea gross basis. Commission fees paid to digimifo channels and paym:
channels and content fees paid to third party gdevelopers are recorded as cost of revenues.
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2. Principal accounting policies (continued’
() Revenue recognition (continued
(i) Internet value-added services (continued
(2) Online games revenue (continued)
- Exclusive third party developed games (contint

For the game license arrangements under which tbep® responsibilities are limited to publishing, priimig payment solutions a
game operating advice, the Group views the gameldpers to be its customers and considers itsdibtthe agent in the arrangeme
Accordingly, the Group records online games reverfuem these third party licensed games, net of fesd to third parties upon 1
provision of service.

Pursuant to the terms and conditions of certaimnenjame exclusive license agreement entered ettwden game developers and
Group, the Group, as the exclusive licensee, ceuldlicense a non-exclusive, noansferable and limited license to any third
without the prior formal consent of game developkirsder the non-exclusive and non-transferabletdichlicense, the sulizensee cann
further license the game to other platforms. Theuprreceived monthly revenue-based royalty paymé&ota all sublicensees. Tf
Group views the thirgharty licensee operators as its customers and m&xyrevenues on a net basis, as the Group dddsawe th
primary responsibility for fulfillment and accepthy of the game services.

Similar to other online games, the exclusive tipiadty developed games are free to play and plagray for virtual items for better in-
game experience. For exclusive third party gantes,consumption details can be provided by thirdypdevelopers or the Group |
access to such data. Therefore, the Group recagn@enues based on itdrased model: (1) for consumable items, the reves
recognized immediately upon consumption; (2) fappeal items, the revenue is recognized ratabér tive user relationship period ¢
specific game as described. The determination ef redationship period is the same as what is desttrin “ Non-exclusive third pari
developed gamésabove.

- Self-developed games

Revenues derived from saltveloped games are recorded on a gross basi®e a&rtlup acts as a principal to fulfill all obligatis
Considering that revenues derived from skdfreloped games were immaterial to the Group ferydars presented, the Group doe:
maintain information on consumption details ofgiame virtual items, and only maintains limited mf@tion related to the frequency
log-ons for its selfleveloped games. Given that certain historical datet available, the Group uses the user relgliipnof third part
games with similar popularity, gaming experience aales to determine the estimated period of udationship for its selélevelope
games.

(3) Other IVAS revenue

Other IVAS revenue mainly represents membership@uition revenue, revenue from sales of virtuanis in various channels in ®
platform, such as online dating and live game braating channels etc. and other miscellaneous isal¥ platform.

The Group operates a membership subscription progrhere subscription members can have enhancedtisieges when using Y
Client. The membership fee is collectedfumt from subscribers. The receipt of the reveisuaitially recorded as deferred revenue
revenue is recognized ratably over the period efdhibscription as services are rendered. Unrecegmiartion beyond 12 months fr
balance sheet date is classified as l@rgi deferred revenue. Revenue from sales of Viites in various channels, including onl
dating and live game broadcasting, is recognizetesn basis, which is consistent with the revere@gnition policies for online mu:
and entertainment revenue stream.




NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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2. Principal accounting policies (continued’
() Revenue recognition (continued
(i)  Advertising revenues

Advertising revenues are derived principally frodvertising arrangements where the advertisers @ajace their advertisements on
Group’s platform in different formats over a pauter period of time. Such formats generally inclimg are not limited to banners, text:
links, videos, logos, and buttons. Advertisememtghe Groups platform are generally charged on the basis cdtohn, and advertisir
contracts are signed to establish the fixed prioe the advertising services to be provided. Whelkectability is reasonably assur
advertising revenues from advertising contracts@cegnized ratably over the contract period oplip.

The Group enters into advertising contracts diyewith advertisers or third party advertising agesdhat represent advertisers. Con
terms generally range from 1 to 3 months. Bothdtpirty advertising agencies and direct advertisergenerally billed at the end of
display period and payments are due usually wishimonths.

Where customers purchase multiple advertising spadta different display periods in the same cartirthe Group allocates the tc
consideration to the various advertising elemerisetd on the relative selling price method and meieeg revenue for the differe
elements over their respective display periods. foHewing hierarchy should be followed when detéring the appropriate selling pri
for each element: (1) vendor specific objectivedenice (“WSOE"), (2) third party evidence (“TPE&nd (3) best estimate of selling pi
(“BESP”). Given that the VSOE or TPE of the selling pricermatnbe determined, the Group has adopted a pdlicgllbcate the fa
values of different advertising elements basedhenliest estimate selling prices of each advertisemvéhin the contract taking in
consideration the standard price list and histbdiscounts granted. The Group recognizes revemuth@ elements delivered and de
the recognition of revenue for the fair value o tmdelivered elements until the remaining oblmagihave been satisfied. Where a
the elements within an arrangement are deliverémmnly over the agreement period, the revenueseregnized on a straight line bz
over the contract period.

Transactions with third party advertising agencies

For contracts entered into with third party ads#ng agencies, the third party advertising agenegiésn turn sell the advertising servic
to advertisers. Revenue is recognized ratably theecontract period of display based on the follaariteria:

. There is persuasive evidence that an arrangemasts—the Group will enter into framework and executigreements with tt
advertising agencies, specifying price, advertigiagtent, format and timin

. Price is fixed or determinablepfice charged to the advertising agencies are fipadn the agreements, including relevant disc
and rebate rate

. Services are render—the Group recognizes revenue ratably as the eleanerttelivered over the contract period of disg

. Collectability is reasonably assurethe Group assesses credit history of each advegtiagency before entering into
framework and execution agreements. If the collslita from the agencies is assessed as not reaborssured, the Gro
recognizes revenue only when the cash is receinédththe other revenue criteria are n

The Group provides sales incentives in the formdisdfounts and rebates to third party advertisgenaies based on purchase volume
the advertising agencies are viewed as the custoimethese transactions, revenue is recognizeddbasethe price charged to -
agencies, net of sales incentives provided to tlemees. Sales incentives are estimated and retatdéne time of revenue recognit
based on the contracted rebate rates and estisatesivolume based on historical experience.
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2.
(t)
(ii)

(u)

v)

Principal accounting policies (continued;
Revenue recognition (continued
Advertising revenues (continued
Transactions with advertisers

The Group also enters into advertisement contdicgstly with advertisers. Similar to transactiomish third party advertising agenci
the Group recognizes revenue ratably as the elenagatdelivered over the contract period of displde terms and conditions, includ
price, are fixed according to the contract betwden Group and the advertisers. The Group also pasfa credit assessment of
advertisers prior to entering into contracts. Rexeis recognized based on the amount charged &dtrertisers, net of discounts.

Advances from customers and deferred revenue

Advances from customers primarily consist of (iggyments from users in the form of the Grsupittual currency that are not
consumed or converted into game tokens, and upoodhsumption or conversion, are recognized astevaccording to the prescrit
revenue recognition policies described above pfigpayments from sulizensees for obtaining operation rights of certamiine game
over a period of time, and (iii) prepayments frodvertising agencies and advertisers.

Deferred revenue primarily consists of the unamedi game tokens, prepaid subscriptions under thenb@eship program a
unamortized revenue from virtual items in variobamnels in YY platform, where there is still an ifag obligation to be provided by t
Group, which will be recognized as revenue whewnfahe revenue recognition criteria are met.

Cost of revenues

Amounts recorded as cost of revenue relate to téngoenses incurred in order to generate IVAS aherising revenue. Such costs
recorded as incurred. Cost of revenues consistsapity of (i) revenue sharing fees and content gostcluding payments to varic
channel owners and performers, and content prayid@y bandwidth costs, (iii) salary and welfafe;) depreciation and amortizati
expense for servers, other equipment and intargitilectly related to operating the platform, (@yment handling cost, (vi) busin
taxes and related surcharges, cultural developfaentvii) share-based compensation, and (viiipotosts.

In the PRC, business taxes are imposed by the ganatt on revenues reported by any selling entityttfe provision of taxable servic
in the PRC. The business tax rate varies deperatirie nature of the revenues. The Group is alssuto cultural development fee i
tax rate of 3% on service income from provisioradfertising services in the PRC.

On January 1, 2012, a pilot program (the “PilotgPam”) was launched in Shanghai for a transitiomgfosing value-added tax (“VAY}”
on revenues derived from certain pilot industrige (‘Pilot Industries™)other than business taxes. Starting from Septethb2012, th
Pilot Program was expanded from Shanghai to eigtgrccities and provinces in the PRC, includingjiBgiand Guangdong provin
where the Group’s subsidiaries and VIEs are incafeol and have operations therein. The Grow@glvertising revenue, online gai
revenue and other IVAS revenue are within the saafpRilot Industries and they became subject to \&fective from November
2012, December 1, 2012 and June 1, 2014, at aofaB8o respectively. The Group hence recognizes réidireg revenue and IVA
revenue net of VAT thereafter. Prior to the Pilobdgtam’s being applied to Group’s revenue, the @rwadvertising revenues ear
from external customers were subject to businessstat 5% for the ten months ended December 32,20 the GroupVAS revenuu
earned from external customers were subject tonbasitaxes of 3% for the years ended December03®, 2013 and for the first fi
months of 2014, except that the Group’s online gameenue began to be subject to VAT of 6% comnmgnbiecember 2012.

The Group is subject to surcharges of businesstand VAT, which are calculated based on 12% obtigness taxes and VAT paye
for the years ended December 31, 2012, 2013 andl. 201
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2. Principal accounting policies (continued’
(v) Cost of revenues (continued
The Group reported business taxes and surchamygsuéural development fees in cost of revenues.

Based on the Group’s corporate structure and théraxtual arrangements among the Group’s PRC sabisisl the Grou VIEs an
their shareholders, the Group is effectively subjec6% or 17% VAT and related surcharges on regsmyenerated by the Groap’
subsidiaries based on the Group’s contractual geraents entered into with the Group’s VIEs.

(w) Research and development expens

Research and development expenses consist printdr{ly salary and welfare for research and develept personnel, (ii) shatease:
compensation for research and development persdfiijalental expenses and (iv) depreciation dfaaf premise and servers utilized
research and development personnel. Costs incdtnédg the research stage are expensed as inc@osts incurred in the developm
stage, prior to the establishment of technolodieasibility, which is when a working model is aadile, are expensed when incurred.

The Company recognizes internal use software dpwedot costs in accordance with guidance on intdagilssets and internal 1
software. This requires capitalization of qualifyicosts incurred during the softwagelpplication development stage and to expense
as they are incurred during the preliminary progratl post implementation/operation stages. The @ompas not capitalized any cc
related to internal use software during the yeaded December 31, 2012, 2013 and 2014, respectively

(x) Sales and marketing expense

Sales and marketing expenses consist primarilyi) didvertising and market promotion expenses,s@ilary and welfare for sales ¢
marketing personnel, and (iii) shdvased compensation for sales and marketing persofihe advertising and market promoi
expenses amounted to approximately RMB5,534, RMBBdhd RMB76,192 during the years ended Decemhe2®P, 2013 and 201
respectively.

(y) General and administrative expenses

General and administrative expenses consist pilynafi(i) salary and welfare for general and admirdtive personnel, (i) shatmse!
compensation for management and administrativeopasd, (iii) allowance for doubtful receivables dafiv) professional service fees.

(z) Employee social security and welfare benefii

Employees of the Group in the PRC are entitled tédf svelfare benefits including pension, wamrdated injury benefits, matern
insurance, medical insurance, unemployment beaefithousing fund plans through a PRC governmentdatad multiemployer define
contribution plan. The Group is required to accfoiethese benefits based on certain percentagéiseoémployeessalaries, up to
maximum amount specified by the local governmeht Group is required to make contributions to ta@p out of the amounts accri
The PRC government is responsible for the mediealefits and the pension liability to be paid tostnemployees and the Grosip’
obligations are limited to the amounts contribuéed no legal obligation beyond the contributionddeiéEmployee social security ¢
welfare benefits included as expenses in the acaogipg statements of operations amounted to RMHEER,(RMB68,334 ar
RMB115,012 for the years ended December 31, 20003 2nd 2014, respectively.

(aa) Share-based compensation
The Company grants stotlased award, such as, but not limited to, shanermgtrestricted shares, restricted share unitsnardants t

eligible employees, officers, directors, and norpkayee consultants.
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2. Principal accounting policies (continued’
(aa) Share-based compensation (continuec

Awards granted to employees, officers, and diresctre initially accounted for as equity-classifidards. The related sharbdse:
compensation expenses are measured at the grarfadatalue of the award and are recognized uieggraded vesting method, ne
estimated forfeiture rates, over the requisite iserperiod, which is generally the vesting peribdrfeitures are estimated at the tim
grant based on historical forfeiture rates and Wl revised in the subsequent periods if actudéitares differ from those estimat
Duowan BVI also granted share options, restricteatess and restricted share units to marployees, which are also initially accour
for as equity-classified awards. Awards granteddn-employees are initially measured at fair valnghe grant date and periodically re
measured thereafter until the earlier of the pemforce commitment date or the date the servicerngplaied and recognized over
period the service is provided. Awards arenreasured at each reporting date using the fairevaki at each period end until
measurement date, generally when the servicesampleted and shafgased awards are vested. Changes in fair valueebatih
interim reporting dates are recorded in consisiétit the method used in recognizing the originahpensation costs.

Following the listing of the Company, the granted&ir value of sharbased awards is based on stock price of the Comipathe
NASDAQ Global Market.

(bb) Other income

Other income primarily consists of government gsamhich represent cash subsidies received frolPB€ government by the operai
subsidiaries or VIEs of the Company. Governmenhigrare originally recorded as deferred revenuenwbkeeived upfront. After all
the conditions specified in the grants have been the grants are recognized as operating orap@rating income based on the natui
the government grants.

(cc) Income taxes

Current income taxes are provided on the basisebfimtome for financial reporting purposes, adjddt@ income and expense ite
which are not assessable or deductible for incomepurposes, in accordance with the regulationthefrelevant tax jurisdictior
Deferred income taxes are accounted for using set amnd liability method. Under this method, defdrincome taxes are recognizec
the tax consequences of temporary differences blyimg enacted statutory rates applicable to futygars to differences between
financial statement carrying amounts and the tasedaf existing assets and liabilities. The taxelEsan asset or liability is the amo
attributed to that asset or liability for tax pusgo The effect on deferred taxes of a change irrates is recognized in statemen
operations and comprehensive income in the pericthange. A valuation allowance is provided to &lthe amount of deferred
assets if it is considered more likely than not 8zame portion of, or all of the deferred tax assetl not be realized.

Uncertain tax positions

The guidance on accounting for uncertainties inotine taxes prescribes a more likely than not thidsfar financial stateme
recognition and measurement of a tax position talteexpected to be taken in a tax return. Guidaves also provided on derecognil
of income tax assets and liabilities, classificatuf current and deferred income tax assets atnilifies, accounting for interest a
penalties associated with tax positions, accourftingncome taxes in interim periods, and incomedaclosures. Significant judgmen
required in evaluating the Growpuncertain tax positions and determining its iovi for income taxes. The Group recognizes ints
and penalties, if any, under accrued expenses ted current liabilities on its balance sheet andar other expenses in its statemen
operations. The Group did not recognize any sigaifi interest and penalties associated with urineida positions for the years ent
December 31, 2012, 2013 and 2014. As of Decemhe2@l3 and 2014, the Group did not have any siganifi unrecognized uncert
tax positions.
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2. Principal accounting policies (continued’
(dd) Statutory reserves

The Group’s subsidiaries, VIEs and VIE’s subsidiariestablished in the PRC are required to makeoppations to certain non-
distributable reserve funds.

In accordance with the laws applicable to Chinadselgn Investment Enterprises, the Group’s subsaiaregistered as whollgwnec
foreign enterprises have to make appropriationmfits aftertax profit (as determined under the Accounting 8éads for Busine:
Enterprises as promulgated by the Ministry of Foeawof the People’s Republic of China (“PRC GAAPtY) reserve funds includil
general reserve fund, and staff bonus and welfard.fThe appropriation to the general reserve fundt be at least 10% of the aftax
profits calculated in accordance with PRC GAAP. Aggpiation is not required if the reserve fund heached 50% of the registe
capital of the company. Appropriation to the stadhus and welfare fund is at the company’s disoneti

In addition, in accordance with the Company Lawshef PRC, the VIEs and VIE'subsidiaries of the Company registered as
domestic companies must make appropriations frenafter-tax profit as determined under the PRC GAéRondistributable resen
funds including a statutory surplus fund and aréigonary surplus fund. The appropriation to tregtigbry surplus fund must be at le
10% of the aftetax profits as determined under the PRC GAAP. Appgation is not required if the surplus fund haaateed 50% of tt
registered capital of the company. Appropriatiotit discretionary surplus fund is made at therdtgm of the company.

The use of the general reserve fund, statutorylssirfund and discretionary surplus fund are regtddo the offsetting of losses
increasing capital of the respective company. Ta# bonus and welfare fund is a liability in naguand is restricted to fund payment
special bonus to staff and for the collective welfaf employees. All these reserves are not allotwdok transferred to the compan
terms of cash dividends, loans or advances, notheanbe distributed except under liquidation.

During the year ended December 31, 2013 and 2Qdgropriations to statutory reserves amounted to R)857 and RMB15,81
respectively. No appropriations have been mad@1i2 zince the companies were in accumulated |losis§qTs.

(ee) Related parties
Parties are considered to be related if one paatythe ability, directly or indirectly, to contrte other party or exercise signific
influence over the other party in making finan@ald operating decisions. Parties are also considerbe related if they are subjec
common control or significant influence, such daraily member or relative, shareholder, or a relaterporation.

(ff) Dividends
Dividends are recognized when declared. No dividemere declared for the years ended December 312,22013 and 201

respectively. The Group does not have any predenttp pay any dividends on common shares in theséeable future. The Grc
currently intends to retain the available funds ang future earnings to operate and expand its\basi
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2.

(99)

(hh)

(ii)

Principal accounting policies (continued;
Income per share

Basic income per share is computed by dividingimedme attributable to common shareholders, conisigéhe accretion or decretion
redemption feature, deemed dividend to preferredettolders and amortization of beneficial converdeature related to its converti
redeemable preferred shares (Note 24), by the wazigliverage number of common shares outstandinggdiire period using the two-
class method. Under the tvatass method, net income is allocated between comshares and other participating securities bas
their participating rights. Net losses are not @led to other participating securities if basedtlwir contractual terms they are
obligated to share the losses.

Diluted income per share is calculated by dividireg income attributable to common shareholdersdassted for the effect of diluti
common equivalent shares, if any, by the weightedage number of common and dilutive common eqeitadhares outstanding dur
the period. Common equivalent shares consist ofncomshares issuable upon the conversion of theepeef shares and converti
bonds, using the ifonverted method, and shares issuable upon theisxef share options using the treasury stock atetommo
equivalent shares are not included in the denomiratthe diluted loss per share calculation whesiuision of such share would be anti
dilutive.

Comprehensive income

Comprehensive income is defined as the changeduityegf the Company during a period arising fromnsactions and other events
circumstances excluding transactions resulting fimestments by shareholders and distributionqéweholders. Comprehensive incc
is reported in the consolidated statements of djpeimand comprehensive income. Accumulated otbempeehensive loss of the Gre
includes the foreign currency translation adjustisen

Segment reporting

Operating segments are defined as componentseritarprise engaging in businesses activities fachvbeparate financial informatior
available that is regularly evaluated by the Graughief operating decision makers in deciding howallocate resources and as
performance. The Group'chief operating decision maker has been idedtidie the Chief Executive Officer, who reviews cdiasbec
results when making decisions about allocatinguases and assessing performance of the Group. Tangp®as internal reporting of ¢
and expenses that does not distinguish betweenesggnand reports costs and expenses by naturend®la. The Group does t
distinguish between markets or segments for thpgsdr of internal reporting. Hence, the Group hdg one operating segment. As
Group'’s long-lived assets and revenue are subatigriocated in and derived from the PRC, no geplieal segments are presented.
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2.

()

Principal accounting policies (continued;
Recently issued accounting pronouncemen

In April 2014, the Financial Accounting StandardeaBd (“FASB”) issued ASU No. 2014-08Pfesentation of Financial Statem
(Topic 205) and Property, Plant, and Equipment {@@60): Reporting Discontinued Operations and Bsares of Disposals

Components of an Entity” (*ASU 2014-08"The new guidance changes the criteria for repodiagontinued operations while enhant
disclosures in this area. Under the new guidanog; disposals representing a strategic shift inrafiens should be presented
discontinued operations. Those strategic shiftsulshdnave a major effect on the organizatoroperations and financial rest
Additionally, ASU 201408 requires expanded disclosures about discontiopedations that will provide financial statemesers witl
more information about the assets, liabilitiespme, and expenses of discontinued operations. &heguidance also requires disclos
of the pretax income attributable to a disposal of a sigaificpart of an organization that does not qualifly discontinued operatio
reporting. ASU 20148 is effective for the Company in the first quaéfiscal 2015. Early adoption is permitted, louly for disposal
(or classifications as held for sale) that have men reported in financial statements previoustyéd or available for issuance.

Company is in the process of evaluating the impéttie standard on its consolidated financial statets.

In May 2014, the FASB issued ASU No. 2014-09, “Rexefrom Contracts with Customers (Topic 606)” (1A8014-09"). ASU 2014-
09 will eliminate transaction-specific and indussyecific revenue recognition guidance under curte® GAAP and replace it witk
principle-based approach for determining revengeggition. ASU 201439 will require that companies recognize revenusetiaon th
value of transferred goods or services as theyroiccthe contract. The ASU also will require adulital disclosure about the natt
amount, timing and uncertainty of revenue and ¢lasts arising from customer contracts, includingrsficant judgments and change
judgments and assets recognized from costs incugeabtain or fulfill a contract. ASU 201@9 is effective for reporting peric
beginning after December 15, 2016, including imeperiods within that reporting period. Early adoptis not permitted. Entities ¢
transition to the standard either retrospectivelya® a cumulative effect adjustment as of the datadoption. The Company is in
process of evaluating the impact of the standaridsaronsolidated financial statements.

In June 2014, under ASC 718, Compensation — Starkp@nsation, the FASB issued Accounting for Shgased Payments When
Terms of an Award Provide That a Performance Tatgetld Be Achieved after the Requisite Serviced®errhese amendments appl
all reporting entities that grant their employebkarebased payments in which the terms of the awardigeathat a performance tar
that affects vesting could be achieved after tlogigite service period. That is the case when golayae is eligible to retire or otherw
terminate employment before the end of the penodiich a performance target could be achievedsditidbe eligible to vest in tt
award if and when the performance target is acklieier all entities, the amendments are effectiveahnual periods and interim peri
within those annual periods beginning after Decamibe 2015. Earlier adoption is permitted. The Campis in the process of evalual
the impact of the standard on its consolidatedniiie statements.

In August 2014, the FASB issued ASU No. 2014-15re8entation of Financial Statements—Going Conc&ubiopic 20540):
Disclosure of Uncertainties about an Entity’s Ajilto Continue as a Going Concern” (“ASU 2014-1%Pursuant to ASU 20125, ir
connection with preparing financial statements dach annual and interim reporting period, an €stimanagement should evalt
whether there are conditions or events, considergde aggregate, that raise substantial doubttaibeuentitys ability to continue as
going concern within one year after the date thatftnancial statements are issued (or within osar yafter the date that the finan
statements are available to be issued when apfdicakSU 2014-15s effective for the annual period ending after &aber 15, 201
and for annual periods and interim periods theeeaffarly application is permitted. The Companynighe process of evaluating

impact of the standard on its consolidated findrst@tements.
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2.

()

(@)

Principal accounting policies (continued;
Recently issued accounting pronouncements (contindg

In February 2015, the FASB issued ASU No. 2015*@#nsolidation (Topic 810): Amendments to the Cditsdion Analysis” ("ASU
2015-02"). ASU 20192 focuses on the consolidation evaluation for répg organizations that are required to evalualtetiver the
should consolidate certain legal entities. The ASitdplifies consolidation accounting by reducing thember of consolidation mod
from four to two. In addition, the new standard giifies the FASB Accounting Standards Codificatenmd improves current guidance
(i) placing more emphasis on risk of loss when eteing a controlling financial interest; (ii) reding the frequency of the applicatior
relatedparty guidance when determining a controlling ficiahinterest in a VIE; and (iii) changing consalitbn conclusions for pub
and private companies in several industries thaitély make use of limited partnerships or VIE®eTASU will be effective for periol
beginning after December 15, 2015, for public congs For private companies and notfwofit organizations, the ASU will |
effective for annual periods beginning after Decemhb5, 2016; and for interim periods, beginningeafbecember 15, 2017. Ee
adoption is permitted, including adoption in areiith period. The Company is in the process of eatalg the impact of the standard
its consolidated financial statements.

In April 2015, the FASB issued ASU No. 2015-03,t8rest - Imputation of Interest (Subtopic 835-3()ASU 2015-03"). To simplify
presentation of debt issuance costs, ASU ATA Bequires that debt issuance costs be presantbe balance sheet as a direct dedu
from the carrying amount of debt liability, consist with debt discounts or premiums. The recogmimd measurement guidance
debt issuance costs would not be affected by trendments in ASU 2015-03. For public business estithSU 20133 will be effectivi
for financial statements issued for fiscal yeargitging after December 15, 2015, and interim peviadthin those fiscal years. T
Company is in the process of evaluating the impéttie standard on its consolidated financial statets.

Certain risks and concentration
PRC regulations

Foreign ownership of interndiased businesses is subject to significant résingtunder the current PRC laws and regulations. HIRC
government regulates internet access, the disimitbwf online information and the conduct of onlioemmerce through strict busin
licensing requirements and other government reigust These laws and regulations also limit foredgmership in PRC companies t
provide internet information distribution servic&pecifically, foreign ownership in an internetanhation provider or other valuedde:
telecommunication service providers may not exc#®¥d. Foreigners or foreign invested enterprisesarently not able to apply for t
required licenses for operating online games in RRC. The Company is incorporated in the Caymaantls and accordingly, t
Company is considered as a foreign invested emserpnder PRC law.

In order to comply with the PRC laws restrictingeign ownership in the online business in China,@moup operates the online busi
in China through contractual arrangements with @abhou Huaduo and Beijing Tuda, the Graupvo VIEs. As of December 31, 20
Mr. David Xueling Li, CEO, Mr. Jun Lei, Chairman d¢fie Company, Mr. Tony Bin Zhao, Director and Chmn of Technoloc
Committee, Mr. Jin Cao, Executive Vice Presidemigl 8eijing Tuda own approximately 0.5%, 0.44%, 04)40.02% and 99%
Guangzhou Huadus’equity interests, respectively. As of DecemberZil4, Mr. David Xueling Li, Mr. Tony Bin Zhao, drMr. Jir
Cao, own 97.7%, 1.5% and 0.8% of Beijing Tuda'sityquterests, respectively.
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3.

(@)

Certain risks and concentration (continued)
PRC regulations (continued)

The VIEs hold the licenses and permits necessapphaluct its internet valugdded services and online advertising in the PR@e
Company had direct ownership of the VIESs, it wobl able to exercise its rights as a shareholdeffert changes in the board
directors, which in turn could affect changes &t thanagement level, subject to any applicable faymbligations. However, under
current contractual arrangements, it relies on\thes and its’ shareholdergerformance of their contractual obligations to reis
effective control. In addition, the Grougptontractual agreements have terms range frono BD tyears, which are subject to Bei
Huanju Shida& unilateral termination right. Under the respeetservice agreements, Beijing Huanju Shidai wilbvide service
including technology support, technology servidassiness support and consulting services to Beifinda and Guangzhou Huaduc
exchange for service fees. The amount of servieg fayable is determined by various factors, inoty@a) a percentage of Beijing Tt
and Guangzhou Huadwoievenues or earnings, and (b) the expenses #ijaigBHuanju Shidai incurs for providing such dees. Beijing
Huanju Shidai may charge up to 100% of the incomBeijing Tuda and Guangzhou Huaduo and a multpkke expenses incurred
providing such services, as determined by Beijingaiju Shidai from time to time. The service feeyaide by Beijing Tuda ar
Guangzhou Huaduo to Beijing Huanju Shidai are deitezd to be up to 100% of the profits of BeijingdBuand Guangzhou Huaduo, v
the timing of such payment to be determined atstile discretion of Beijing Huanju Shidai. If feesn incurred, it would be significe
to the Company and the operating compargesnomic performance because it will be incurredl @aid at up to 100% of the earning
the VIEs. Fees incurred would be remitted, subjecturther PRC restrictions. None of the VIEs oeithshareholders are entitled
terminate the contracts prior to the expirationedatnless under remote circumstances such as aiahdiseach of agreement
bankruptcy as it pertains to the service and bgsimperation agreements and their amendment. Egretirs ended December 31, 2
no service fees were charged by WOFEs to VIEs #s Wkcs had accumulated losses since inceptiontiiyear ended December
2013 and 2014, Guangzhou Huanju Shidai and Beljingnju Shidai determined that service fees of RMB33 and RMB363,117 we
charged to Guangzhou Huaduo. The service feesyaieally determined based on the costs and expetmssWOFEs incurs fi
providing relevant technology support to Guangzftuaduo, as well as the consideration of Guangzhaaddos future busine:
development plan and its increasingly growing aweérde operational needs.

Further, the Group believes that the contractuedngements among Beijing Huanju Shidai, the VIHEg] their shareholders are
compliance with PRC law and are legally enforceablewever, the PRC government may issue from timénhe new laws or ne
interpretations on existing laws to regulate tmdustry. Regulatory risk also encompasses theprgtation by the tax authorities
current tax laws, and the Grosgegal structure and scope of operations in th€,R#ich could be subject to further restrictioasuiting
in limitations on the Compang’ability to conduct business in the PRC. The PBZ&gment may also require the Group to restruche
Group’s operations entirely if it finds that its contnaalt arrangements do not comply with applicable land regulations. Furthermore
could revoke the Group’business and operating licenses, require it oodtinue or restrict its operations, restrictright to collec
revenues, block its website, require it to restrteeits operations, impose additional conditionseguirements with which the Group n
not be able to comply, or take other regulatoryenforcement actions against the Group that couldhdrenful to its business. T
imposition of any of these penalties may resukh imaterial and adverse effect on the Group’s ghiitconduct the Group’business.

addition, if the imposition of any of these peredticauses the Group to lose the rights to direchttivities of the VIEs or the right
receive their economic benefits, the Group wouldarmer be able to consolidate the VIEs and ¥IEubsidiaries. The Group does
believe that any penalties imposed or actions téakethe PRC government would result in the ligumabf the Company, Beijing Huar
Shidai, and the VIEs.
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3.

(@)

Certain risks and concentration (continued)
PRC regulations (continued)

On January 19, 2015, the Ministry of Commerce efffRC, or (the “MOFCOM"Jeleased on its Website for public comment a preg
PRC law (the “Draft FIE Law"that appears to include VIEs within the scope dities that could be considered to be foreign ibee
enterprises (or “FIEs™hat would be subject to restrictions under ex¢gs®RC law on foreign investment in certain categgof industry
Specifically, the Draft FIE Law introduces the ceptof “actual controlfor determining whether an entity is considerethe¢can FIE. |
addition to control through direct or indirect owsleip or equity, the Draft FIE Law includes conttbtough contractual arrangeme
within the definition of “actual control.” If the ft FIE Law is passed by the Peopl€ongress of the PRC and goes into effect
current form, these provisions regarding contralotigh contractual arrangements could be constroedeach the Group’ VIE
arrangements, and as a result the Gr@MIEs could become explicitly subject to the cotreestrictions on foreign investment in cer
categories of industry. The Draft FIE Law inclugesvisions that would exempt from the definitionfofeign invested enterprises enti
where the ultimate controlling shareholders arbegientities organized under PRC law or individuat® are PRC citizens. The Di
FIE Law does not make clear how “contreVbuld be determined for such purpose, and is sdsnio what type of enforcement ac
might be taken against existing VIEs that operateestricted industries and are not controlled bities organized under PRC law
individuals who are PRC citizens. If a finding wemade by PRC authorities under the Draft FIE Lawt Becomes effective, that 1
Group’s operation of certain of its operations and bussiee through VIEs violates the Draft FIE Law, rafuly authorities wit
jurisdiction over the licensing and operation oflswperations and businesses may require the Gootgike various actions as discus
in the paragraph above. The Graazipianagement considers the possibility of suchdirfg by PRC regulatory authorities under the [
VIE law, if it becomes effective, to be remote.

The following consolidated financial information thfe Group’s VIEs and VIE subsidiaries excluding the intercompany items it
Group’s subsidiaries was included in the accompangbnsolidated financial statements as of anth®years ended:

December 31

201z 201¢

RMB RMB
Assets
Current assets
Cash and cash equivale 575,26: 305,40!
Shor-term deposit: 594,00( 1,002,02
Restricted sho-term deposit: - 100,00(
Accounts receivable, n 48,32¢ 243,52!
Inventory - 1,44¢
Amount due from related parti 73 43,81¢
Prepayments and other current as 29,75: 113,93¢
Deferred tax assets 51,63 85,00¢
Total current assets 1,299,04 1,895,15
Non-current assets
Deferred tax asse 383 1,392
Investments 33,92( 63,22(
Property and equipment, r 100,05¢ 227,37.
Intangible assets, n 9,71 133,88
Goodwill - 298,80:.
Other non-current assets - 31,52(
Total non-current assets 144,07¢ 756,19:
Total assets 1,443,12 2,651,35;
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3. Certain risks and concentration (continued)
(8) PRC regulations (continued)

December 31,

201z 201¢
RMB RMB
Liabilities
Current liabilities
Accounts payabl 55,81¢ 101,16(
Deferred revenu 292,38 354,98
Advances from custome 10,65¢ 25,89°
Income taxes payab 47,97 65,16:
Accrued liabilities and other current liabiliti 197,85: 357,46:¢
Amounts due to related parties 2,64( 30,89:
Total current liabilities 607,31¢ 935,56
Non-current liabilities
Long-term payable - 183,00(
Deferred revenu 8,457 24,38:
Deferred tax liabilities - 26,70¢
Total non-current liabilities 8,457 234,09:
Total liabilities 615,77¢ 1,169,65.

For the year ended December 31,

201z 201: 201¢
RMB RMB RMB
Net revenue 702,92¢ 1,669,85. 3,543,99.
Net income 80,07: 486,09! 1,136,57
For the year ended December 3:
201z 201: 201¢
RMB RMB RMB
Net cash provided by operating activit 322,37¢ 845,19¢ 1,313,52
Net cash used in investing activiti (152,19) (592,390 (994,57,
170,18: 252,80t 318,94

(b) Foreign exchange risk
The revenues and expenses of the Group’s subsigliafiEs and VIES subsidiaries in the PRC are generally denominat&MB anc
their assets and liabilities are denominated in RNIBe Groups financing activities are denominated in U.S. @sll The RMB is n
freely convertible into foreign currencies. Remittas of foreign currencies into the PRC and excharigoreign currencies into RN
require approval by foreign exchange administratwghorities and certain supporting documentatibime State Administration f
Foreign Exchange, under the authority of the Pésank of China, controls the conversion of RMBither currencies.

(c) Concentration risk

(i) Concentration of revenue

No individual customer accounted for more than ldi¥et revenues for the years ended December 32, 2013 and 2014.
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3.
(c)
(ii)

(d)

*

Certain risks and concentration (continued)

Concentration risk (continued)

Concentration of accounts receivabls

The Group collects accounts receivable for IVASeraxe from collection agencies, online games revestaging from sullicensel
platforms, and online advertising revenue from congrs. The Group depends on payments from a linmteaber of collection agenc
and advertising customers. The top 10 account$vadue accounted for 87% and 83% of the total ant®teceivable as of December
2013 and 2014, respectively. The following tablenmarizes the percentage of accounts receivable frolkection agencies a
advertising customers with over 10% of total acdésuaceivable:

December 31,

201z 201¢
RMB RMB
Collection agencies and advertising custon
B1 * 57%
B2 11% *
B3 25% *
B4 12% *

Less than 10¢

Credit risk

As of December 31, 2013 and 2014, substantiallpfathe Group’s cash and cash equivalents and-siont deposits were placed with
PRC and international financial institutions. Maaagnt chooses these institutions because of tbputations and track records
stability, and their known large cash reserves, arahagement periodically reviews these institutioeputations, track records, ¢
reported reserves. Management expects that anyiaddiinstitutions that the Group uses for itshkcasd bank deposits will be cho
with similar criteria for soundness. The balancethe PRC are not insured since it is not a maptaattice in the PRC. Nevertheless ul
the PRC law, it is required that a commercial benthe PRC that holds third party cash depositsishmaintain a certain percentage
total customer deposits taken in a statutory resémd for protecting the depositorgjhts over their interests in deposited money.
banks are subject to a series of risk control gy standards; PRC bank regulatory authoritiessanpowered to take over the opere
and management of any PRC bank that faces a mategiit crisis. The Group believes that it is eaposed to unusual risks as tt
financial institutions are either PRC banks oriin&tional banks with high credit quality. The Grdugd not experienced any losses o
deposits of cash and cash equivalents and termsidemluring the years ended December 31, 2012, 26432014 and believes that
credit risk to be minimal.

Business combinatior

Acquisition of a majority of the assets of an intdrservice company

On March 12, 2012, the Group acquired a majorityhefassets of an internet service company, wisich the business of operating
internet platform, for cash consideration of RMBA2R. As a result of the acquisition, the Group oi#d the key intellectual property

develop and expand the platform of YY Client. Tlequsition was recorded using the acquisition m@tbbaccounting and the allocat
of the purchase price at the date of acquisiti@sifollows:

RMB

Property and equipme 12¢
Intangible asset

- Technology 10,03t

- Software 66C

Goodwill 89¢

Total 11,72;
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4. Business combination (continued
Acquisition of a majority of the assets of an ingdrservice company (continued)

The business combination was completed on Marci2@22 and there was no further adjustment to threh@ise price allocation. T
excess of purchase price over tangible assetsdamtifiable intangible assets acquired and liabgitassumed was recorded as gooc
The acquired goodwill is not deductible for tax pases. Acquisition related costs were immaterial aere included in general ¢
administrative expenses for the year ended DeceBihet012.

Pro forma results of operations related to the saiipn have not been presented because they amaterial to the Group’consolidate
statements of operations and comprehensive income.

Since the acquired business has been fully intedratto the Companyg’ current business after the acquisition, it israwficable t
disclose separately its standalone revenue anihgarafter the acquisition.

Acquisition of Zhengrengiang and DuBooker

On December 2, 2014, the Group acquired 100% oédfuity interests of Zhengrengiang and DuBooketaffixed cash consideration
RMB60 million, plus additional variable cash coresigtion that is contingent upon the achievemenprefestablished performar
metrics. Zhengrengiang is primarily engaged in fiogy a variety of online English courses speciatjsin the preparation
International English Language Testing System (TBL) to registered students through online edunagitatforms, and DuBooker
primarily engaged in the publishing of a varietyt@diching materials relevant to language educatiba.purpose of the acquisition wa
strengthen the Group’s competitive advantages ima&$ online education business. On the acquisitiom,ddte allocation of tt
consideration of the assets acquired and liatslgigssumed based on their fair value was as follows:

RMB
Cash consideratic 60,00(
Contingent consideration 183,00(
Total consideration 243,00(
Net assets acquire 1,882
Identifiable intangible assets acquil
- Brand name 42,00(
- Others 18,30(
Goodwill 195,89:
Deferred tax liabilities (15,079
Total 243,00(

The agreements for the acquisition of Zhengrengiamguded a contingent consideration arrangemeat tequired addition
consideration to be paid by the Group based omc¢hgal net profit of Zhengrengiang for years 20iduaigh 2017 as compared to the pre
established performance metrics as stipulateddragreements. The undiscounted amounts the Congbatiypay when the net profit
Zhengrengiang from 2015 through 2017 equals to 160%e performance metrics is RMB240 million. Tégtual contingent paymel
would be adjusted based on the degree of how thulacet profit is higher or lower than the perfamse metrics from 2015 throt
2017. The fair value of the contingent consideratiecognized on the acquisition date of RMB183.0ioni was determined by tl
Company using the trinomial model. Under this mptled Company performs a scenario analysis by asgudifferent scenarios unc
which Zhengrengiang achieves different actual nefitofor years 2015 through 2017. Under differspénarios, the amount of conting
consideration differs according to the stipulationthe agreements. The Company then calculatedfainevalue of the continge
consideration based on the net present value abthecontingent consideration under differentnsges and the expected probability
each scenario. Please refer to note 26 for thepkegmeters adopted in the valuation.
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4.

Business combination (continued
Acquisition of Zhengrengiang and DuBooker (contijue

The business combination was completed on Dece®b@014. The excess of the purchase price overbigngssets, identifiak
intangible assets acquired, and liabilities assumasl recorded as goodwill. The acquired identigalbtangible assets were valuec
various approaches, including the income approachthe replacement cost approach, as appropriaeofDecember 31, 2014,
measurement period adjustment had been recordequightion related costs were immaterial and wereluged in general a
administrative expenses for the year ended DeceBihet014.

Pro forma results of operations related to the saipn have not been presented because they amaterial to the Group’consolidate
statements of operations and comprehensive income.

As the acquisition date was close to year end,staedalone revenue and earnings after the acguisitaite of Zhengrengiang ¢
Dubooker is not material to the Group’s consolidattatements of operations and comprehensive income

There were no indemnification assets involved. Mdentifiable intangible assets acquired upon @&itjon mainly included brand nam
cooperation agreements, copyrights of teaching naégeand norcompete agreements, which have an estimated ugefof nine, three
five and five years, respectively. Total goodwifi RMB195.9 million primarily represents the expettsynergies from combini
operations of Zhengrengiang and Dubooker with thok¢he Group, which were expected to be compleargnto each other.
accordance with ASC350, goodwill is not amortizedl ib tested for impairment and is not deductibletéx purposes.

Acquisition of Xingxue and Chuangzhi

On December 23, 2014, the Group acquired 100% evfetfuity interests of Xingxue and Chuangzhi foixad cash consideration
RMB128.1 million. The principal business of Xingxaad Chuangzhi is the operation of online vocatitra@ning platform. The purpo
of the acquisition was to expand the Group's owacational service offerings from online English rxas to a variety of onlil
vocational training courses. On the acquisitiored#te allocation of the consideration of the asaetuired and liabilities assumed b
on their fair value was as follows:

RMB

Net liabilities assume (8,54¢)
Identifiable intangible assets acquil

- Brand name 43,62(

- Other 4,79:

Goodwill 100,38:

Deferred tax liabilities (12,109

Total 128,14.

The business combination was completed on Dece@®eP014. The excess of the purchase price ovejili@nassets, identifiak
intangible assets acquired, and liabilities assumasl recorded as goodwill. The acquired identigalbtangible assets were valuec
various approaches, including the income approachthe replacement cost approach, as appropriaeofDecember 31, 2014,
measurement period adjustment had been recordequighion related costs were immaterial and wereluged in general a
administrative expenses for the year ended DeceBihet014.

Pro forma results of operations related to the siipn have not been presented because they amaterial to the Group’consolidate
statements of operations and comprehensive income.

As the acquisition date was close to year endsthedalone revenue and earnings after the acguigiite of Xingxue and Chuangzt
not material to the Group’s consolidated statemehtgerations and comprehensive income.
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4. Business combination (continued

Acquisition of Xingxue and Chuangzhi (continued)

There were no indemnification assets involved. Mdentifiable intangible assets acquired upon &itjan mainly included brand nam
and software, which have an estimated useful liféfieen and five years, respectively. Total godthef RMB100.4 million primarily
represents the expected synergies from combiniegatipns of Xingxue and Chuangzhi with those of @reup, which were expected
be complementary to each other. In accordance ARG350, goodwill is not amortized but is testedifopairment and is not deductil

for tax purposes.

5. Cash and cash equivalent

Cash and cash equivalents represent cash on handeamand deposits placed with banks or other fimirstitutions. Cash and ce

equivalents balance as of December 31, 2013 ardl @@barily consist of the following currencies:

December 31, 201.

December 31, 201.

RMB RMB

Amount equivalent Amount equivalent

RMB 715,31t 715,31t 394,21. 394,21.

uss$ 2,34: 14,28: 13,20! 80,81«
Total 729,59¢

6. Short-term deposits

475,02

Short-term deposits represent time deposits pladtdbanks with original maturities of less thareoyrear. Shorterm deposits balance

of December 31, 2013 and 2014 primarily consigheffollowing currencies:

December 31, 2013

December 31, 2014

RMB RMB

Amount equivalent Amount equivalent

RMB 1,432,86: 1,432,86. 1,921,52 1,921,522
US$ - 374,68! 2,293,05!
Total 1,432,86. 4,214,571

7. Restricted short-term deposits

As of December 31, 2014, the Group had restrickext$erm deposits balance of RMB100 million represenfitedged deposit for o
pending litigation in which the Group is the clamand has applied to the court to freeze the sasde¢he defendant. Pursuant to rele
PRC laws and regulations, the Group had to deposértain amount of cash as pledged deposit inr dedgubmit the application to t

court requesting to freeze the defendant’s assets.
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8.

10.

Accounts receivable, ne

December 31

201: 201¢
RMB RMB
Accounts receivable, gro 131,31! 314,77¢
Less: allowance for doubtful receivables (31,219 (57,342
Accounts receivable, net 100,10: 257,43t
The following table summarized the details of tr@pany’s allowance for doubtful accounts:
For the year ended December 3:
201z 201: 201/
RMB RMB RMB
Balance at beginning of the ye - (5,716 (31,219
Additions charged to general and administrativecesg: (6,889 (31,987 (26,24¢)
Write-off during the year 1,16¢ 6,48¢ 11€
Balance at end of the year (5,716) (31,219 (57,347)
Prepayments and other current asset
December 31
201: 201¢
RMB RMB
Interests receivabl 25,38: 98,35!
Prepayments and deposits to vendors and contevitlpre 33,60: 54,33(
Loans receivabl - 34,50:
Others 8,54¢ 16,95:
Total 67,53! 204,13¢
Investments
December 31
201: 201¢
RMB RMB
Cost investments (i) (ii)iii) (iv) (V. 47,11( 153,02«
Equity investments 14,91¢ 33,63(
Total 62,02¢ 186,65:

(i) InJune 2013, the Group made an investment withoaity interest of 20% in a company with considerabf RMB15 million. Thi
investment was not an investment in common stodk-gubstance common stock and therefore was preclindedapplying th
equity method of accounting. It has been accoufateds an investment under cost mett
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10.

11.

Investments (continued)

(ii)

(iii)

(iv)

v)

In 2013, the Group entered into agreements to exquinority stake of preferred shares of two congmmith total consideration
approximately RMB28 million. Given the fact thaetiCompany cannot unilaterally demand redemptiobath of the preferre
stocks as the Group only owns less than or equBd% of the preferred stocks respectively, thegsesiments have been accoul
for as an investment in an equity security undest atethod since both of the equity securities dchawe a readily determinable 1
value.

In 2014, the Group entered into agreements to eeauinority stake of preferred shares of three camgs with total considerati
of approximately RMB59 million. Given the fact thiéte Company cannot unilaterally demand redempioall of the preferre
stocks as the Company only owns less than or equabD% of the preferred stocks respectively, thesestments have be
accounted for as an investment in an equity securider cost method since all of the equity se@#itdo not have a read
determinable fair value

The Group has developed and launched a mobilecapipln called Weihui in 2014. Users of this apgima can make telepho
calls with other users free of charge. In Octol&4 the Group entered into an agreement with E® @ inject Weihui into Big
Technology Pte Ltd.(“Bigo”)a company set up and controlled by the CEO. Thauend the CEO agreed that Weihui sha
priced at US$6 million (equivalent to RMB36,714helboard of directors of the Company has engagedthiwd party valuatio
firms in the evaluation of fair value of Weihui ngiboth cost approach and market approach. Ingirdom of the two third par
valuation firms, the price of Weihui is fair andasonable to the Group. As the cash contributioected by the CEO and otl
investors into Bigo is US$15.6 million, the Grouplds 27.78% and the CEO and other investors hol@ZP2 of equity interests
Bigo, respectively. The shareholding percentagthefGroup and the CEO and other investors areapgstionate to their capit
injection. As part of the agreement, the Groumiitled to receive an amount equal to 100% of itginal investment in the event
liquidation in preference to other common sharebidldAs a result, the investment was not an investrim common stock or in
substance common stock and therefore was preclirded applying the equity method of accounting. svaccounted for tl
investment under the cost meth

Considering that the substance of this transaetias that the Group transferred a group of assatstnstitute a business to Bigt
exchange for a nooentrolling interest in Bigo and the Group accodnter its investment over Bigo using the cost mdihite
entire difference between the fair value and cagyialue of the assets given up was recognisethi&r moneperating income. /
the carrying amount of Weihui on the Group’s acdmunbook was zero, the naperating income being recognised is R
36,714.

In addition to the above, the Group also made s¢wast investments in 2014. Save as disclosedeabmne of these investme
are, individually or in aggregate, material to @euy’s financial statement

Property and equipment, net

Property and equipment consists of the following:

December 31

201: 201¢

RMB RMB
Gross carrying amount
Servers, computers and equipm 152,40« 304,11
Leasehold improvemel 23,25} 32,39:
Furniture, fixture and office equipme 9,67 13,87¢
Motor vehicles 5,18¢ 10,81t
Construction in progress 4,652 31,78¢
Total 195,17: 392,98
Less: accumulated depreciatior (92,53 (158,76))
Property and equipment, net 102,63t 234,22¢
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11. Property and equipment, net (continued

Depreciation expense for the years ended Decenihe?®@12, 2013 and 2014 were RMB29,074, RMB44,968 RMB 68,03%
respectively.

12. Intangible assets, net
The following table summarizes the Group’s intateydssets:

December 31

201z 201¢

RMB RMB
Gross carrying amount
Software 5,477 17,30«
Technology 17,12: 17,14¢
Domain name 17,28¢ 24,68t
Brand name - 94,12(
Operating rights for licensed ganr - 11,72
Others - 18,30(
Total of gross carrying amount 39,88¢ 183,27t
Less: accumulated amortization
Software (3,209 (5,944
Technology (4,059 (6,03%)
Domain name (2,949 (4,27¢)
Brand name - (1,72%)
Operating rights for licensed ganr - (4,249
Others - (779
Total accumulated amortization (10,20 (23,009
Less: impairment
Software (550) (6,239
Intangible assets, ne 29,127 154,03«

For the year ended December 31, 2014, the Growgnézed impairment of intangible assets of RMB5,88/ich was made against
carrying amount of the technology acquired in afmss combination in 2012. The Group ceased tdhisg¢echnology in its business
2014 and believed the technology cannot bring &uagonomic benefits to the Group. As a resultpgmairment loss equal to the carry
amount of the technology was recognized.

Amortization expense for the years ended Decembe2@®12, 2013 and 2014 were RMB3,369, RMB4,707RNdB12,598, respectivel
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12. Intangible assets, net (continued
The estimated amortization expenses for each dbifeving five years are as follows:

Amortization expens
of intangible asse

2015 31,19(
2016 19,87
2017 17,10¢
2018 14,54«
2019 12,84«

The weighted average amortization periods of intdagssets as of December 31, 2013 and 2014 delas:

December 31

201: 201¢

Domain name 15 year 15 year
Technology 5 year: 5 year.
Software 3 year 4 year
Brand name - 11 year
Operating rights for licensed gan - 2 year
Others - 4 year

13. Goodwill

For the Year ended December 3

201z 201/

RMB RMB

Balance at beginning of the ye 1,60¢ 1,57
Acquisition of Zhengrengiang and Dubooker in 2I - 195,89:
Acquisition of Xingxue and Chuangzhi in 20 - 100,38:
Acquisition of another company in 20 - 2,52
Foreign exchange (27) 3
Balance at end of the year 1,57 300,38:.

In December 2014, the Company purchased 100% eiéyest of Zhengrengiang and Dubooker. GoodwilRdB195.9 million wa
recognized from this acquisition (Note 4).

In December 2014, the Company purchased 100% edntityest of Xingxue and Chuangzhi. Goodwill of RMI®.4 million wa
recognized from this acquisition (Note 4).

Goodwill arose from the business combination comeplén the years ended December 31, 2014 has Hleeatad to the single reporti
unit of the Group. Goodwill represents the synezffgcts of the business combination.
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13. Goodwill (continued)

The Company performed goodwill impairment testslédermine if goodwill impairment is indicated inaye2013 and 2014, and
results of these tests indicated that the Compaygosiwill was not impaired.

14. Other non-current assets

December 31

201z 201¢

RMB RMB
Prepayment for acquiring an office buildi - 481,04
Unamortized convertible bonds issuance - 42,27"
Prepayments of exclusive license - 31,18¢
Others 4,86/ 6,46(
Total 4,86¢ 560,97:

15. Deferred revenue

December 31

2013 201<
RMB RMB
Deferred revenue, current:
IVAS revenues 292,18 354,45
Government grants 1,682 1,69¢
Total current deferred revenue 293,86t 356,15(
Deferred revenue, norcurrent:
IVAS revenues 8,457 23,85(
Government grants 96¢& 533
Total non-current deferred revenue 9,42¢ 24,38:

16. Accrued liabilities and other current liabilities

December 31

201z 201¢

RMB RMB
Accrued salaries and welfa 113,30: 168,30(
Accrued revenue sharing fe 66,51: 160,24t
Accrued bandwidth cos 21,86¢ 53,39¢
Business and other taxes paye 14,24¢ 15,22(
Interests payabl - 13,94
Accrued technology service fi 5,04( 10,32¢
Deposits from advertising custom: - 7,82¢
Value added taxes payat 5,291 2,73¢
Others 24,49¢ 46,70:
Total 250, 76( 478,70:
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17. Convertible bonds

December 31

201z 201¢
RMB RMB
2019 Convertible Senior Notes - 2,447 ,98

On March 18, 2014, the Company issued Convertibled@ Notes due 2019 with principal amount of US$5800,000(the "Notes"). T
Notes bear interest at a rate of 2.25% per yeamlpa semiannually in arrears on April 1 and October 1 offegear, beginning ¢
October 1, 2014. The Notes will mature on Apri019. Holders may convert their Notes at their@ptit any time prior to the close
business on the second business day immediatatgdirey the maturity date.

Upon conversion, the Company will deliver, for eadi®$1,000 principal amount of converted Notes, anlmer of ADSs, eac
representing twenty Class A common shares of YY, jper value of US$0.00001 per share, equal tadineersion rate.

The conversion rate will initially be 9.0334 ADSergJS$1,000 principal amount of Notes (equivalenan initial conversion price
approximately US$110.70 per ADS).

The net proceeds to the Company from the issuahitee dNotes were US$390.8 million. Debt issuancgsaere US$9.2 million and
being amortized to interest expense from the issudate (March 18, 2014) to the first put datehefilotes (April 1, 2017).

The Notes are general senior unsecured obligadadsrank (1) senior in right of payment to any e Companys future indebtedne
that is expressly subordinated in right of payntenthe Notes, (2) equal in right of payment to afithe Companys future unsecurt
indebtedness of the Company that is not so subatetin (3) junior in right of payment to any of tiempanys secured indebtednes:
the extent of the value of the assets securing salgbtedness and (4) structurally junior to atleahtedness and other liabilities (incluc
trade payables) of the Company’s subsidiaries, it VIE’s subsidiaries.

The value of the Notes is measured by the caslivesteAs of December 31, 2014, RMB2.4 billion (US$4million) has been accoun
for as the value of the Notes in non-current lisiba.

The key terms of the Notes are as follows:
Redemption
Contingent redemption option

The Notes are not redeemable prior to the mata#tie of April 1, 2019, except as described belohe Tholders of the Notes (1
“Holders”) have a norontingent option to require the Company to repasehfor cash all or any portion of their Notes qrilAl, 2017
The repurchase price will equal 100% of the priatgmount of the Notes to be repurchased plus edcand unpaid interest, if any,
but excluding, the repurchase date. If a fundanhehtange (as defined in the Indenture of the 20@8v€rtible Senior Notes) occurs p!
to the maturity date, the Holders may require tbenfany to purchase for cash all or any portiorhefNlotes at a purchase price equ
100% of the principal amount of the Notes to bechased plus accrued and unpaid interest, if anyhubexcluding, the fundamer
change purchase date. The Holders have the omtioeguire the Company to repurchase the Noteshwlevor in part, in the event o
fundamental change for an amount equal to the 180%he principal amount and any accrued and unp#®rest in the event
fundamental changes. The Company believes thdikel#ood of occurrence of events of a fundamentalnge is remote.

F-48




NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
(Al amount in thousands, except share and per shardata, unless otherwise stated)

17.

Convertible bonds (continued)
Redemption (continued)
Contingent redemption option (continued)

The contingent redemption option is assessed inrdaace with ASC 815-15-2%2. The contingent redemption option is consid
clearly and closely related to its debt host andsdnot meet the requirement for bifurcation asNlo¢es were issued at par and
repurchase feature requires the issuer to settleption by delivering par plus accrued and unp#itest, the Notes holder would recc
all of their initial investment. Additionally, siecthe Notes holder can only recover its initialeéstment upon exercise of its option, ti
are no interest rate scenarios under which the dddakderivative would at least double the investanitial rate of return.

Non-contingent redemption option

On or after April 1, 2017, the Holders have théntitp require the issuer to redeem, at 100% otfdhga’s principal amount plus accrt
and unpaid interest, in which circumstance the Ei@dvould recover substantially all of their inliflavestment.

Conversion

The Holders may convert their Notes in integral tiplés of US$1,000 principle amount at an initiaheersion rate of 9.0334 ADS,
any time prior to the maturity date of April 1, Z1Jpon conversion of the Notes, the Company wélivér shares of the Company’
ADS. The conversion rate is subject to adjustmemeitain events, including, but not limited tog iesuance of certain share dividend
the Class A common shares, the issuance of ceriglits or warrants, subdivisions, combinationstritiations of capital stoc
indebtedness, or assets, cash dividends and cessaiar tender or exchange offers (as definedenindenture of the 2019 Converti
Senior Notes). In addition, upon a makhkele fundamental change (as defined in the Inderdtithe 2019 Convertible Senior Notes),
Company will, under certain circumstances, incretee applicable conversion rate for a holder tHatts to convert its Notes
connection with such make-whole fundamental change.

In accordance with ASC 815-10-B3, the conversion option meets the definition afesivative. However, bifurcation of convers
option from the Notes is not required as the seameption prescribed in ASC 815-10-18-s met as the conversion option is consic
indexed to the entity’s own stock and classifieghiareholders’ equity.

Assessment of Beneficial Conversion Feature andif@mnt Beneficial Conversion Feature:

As the conversion options are not bifurcated, thenfany has assessed the beneficial conversiorrée@BCF"), as of commitment da
as defined in ASC 47@0. There was no BCF attributed to the Notes aséteonversion price for the Notes was greatar the fai
value of the ordinary share price on the datesifdsce.

The Holders have the option to convert upon a foretgal change, if Holders decide to convert in emtion with a fundamental chan
the number of shares issuable upon conversionbeilincreased. Upon occurrence of such adjustmeatCompany will have to ass
the contingent BCF using a measurement date upoianise of the Notes. The settlement of the coroerisi based on a makeiole
provision resulting from a fundamental change, thature is consistent with ASC 815-40-86- therefore the Company concludes
this feature is also considered indexed to its ehares.

Accounting for Debt Issuance Costs:

The debt issuance costs were recorded as defegeance costs and are amortized as interest expesinsg the effective interest meth
over the term of the Notes pursuant to ASC 835823

Interest expense being recognized during the yededDecember 31, 2014 is RMB56,607.
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18.

19.

20.

Cost of revenue

For the year ended December 3:

201z 201: 201/

RMB RMB RMB
Revenue sharing fees and content ¢ 109,27: 444,06! 1,133,98.
Bandwidth cost: 145,03° 203,23t 345,91:
Salary and welfar 50,00¢ 88,45¢ 131,77:
Depreciation and amortizatic 25,76: 37,08 59,81"
Payment handling cos 22,82¢ 24,95¢ 55,10:
Business tax and surcharg 30,02¢ 47,75¢ 49,23:
Sharerbased compensatic 8,401 9,86( 18,031
Other costs 24,79: 26,58¢ 55,29:
Total 416,13: 881,99¢ 1,849,14

Other income

For the year ended December 3:

201z 201z 201/
RMB RMB RMB
Government grani 2,46¢ 25,35¢ 5,57(
Others - 1,722 74¢
Total 2,46¢ 27,07¢ 6,31¢

Income tax
(i) Cayman Islands (“Cayman”)

Under the current tax laws of Cayman Islands, tbm@any and its subsidiaries are not subject tataincome or capital gains. Besic
upon payment of dividends by the Company to itsedaders, no Cayman Islands withholding tax wdllitmposed.

(i) BVI
Duowan BVI is exempt from income tax on its foreiderived income in the BVI. There are no withholgltaxes in the BVI.
(iil) Hong Kong profits tax

Entities incorporated in Hong Kong are subject tmgl Kong profits tax at a rate of 16.5% on themested assessable profit for the y:
ended December 31, 2012, 2013 and 2014.

(iv) PRC Enterprise Income Tax (“EIT”")

The Company’s subsidiaries, VIEs and VIE’s subsid&in China are governed by the Enterprise Inciane Law (“EIT Law”), which
became effective on January 1, 2008. Pursuanet&kh Law and its implementation rules, enterpriseShina are generally subjectet
tax at a statutory rate of 25%. Certified High atelv Technology Enterprises (“HNTE&re entitled to a favorable statutory tax rai
15%, and qualified software enterprises can enjpjnaome tax exemption for two years beginning witéir first profitable year anc
50% tax reduction to the applicable tax rate fershbsequent three years.

F-50




NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
(Al amount in thousands, except share and per shardata, unless otherwise stated)

20.

Income tax (continued)
(iv) PRC Enterprise Income Tax (“EIT") (continued)
The Group’s PRC entities provided for enterprisaime tax as follows:

o From 2012 to 2014, Guangzhou Huaduo accrued theaEdiTtax rate of 15% as a result of HNTE status.

« Guangzhou Huanju Shidai reported tax loss from 2012013. On December 31, 2013, Guangzhou HuanpaBWwas grante
the qualification as a software enterprise andeddaio enjoy the 0% preferential tax rate beginringy 2014.

« Other PRC subsidiaries, VIE and VIE's subsidiaviese subject to 25% EIT for the periods reported.

According to a policy promulgated by the State Baxeau of the PRC and effective from 2008 onwageds$erprises engaged in resei
and development activities are entitled to clain@%5of the research and development expenses soédcim a year as tax deducti
expenses in determining its tax assessable priafitghat year (“Super Deduction”Certain subsidiaries and VIEs of the Gr
successfully claimed the Super Deduction in astenigthe tax assessable profits for the periogsnted.

In addition, according to the New EIT Law and itgplementation rules, foreign enterprises, whichehaw establishment or place in
PRC but derive dividends, interest, rents, royaliad other income (including capital gains) framarses in the PRC shall be subjec
PRC withholding tax (“WHT")at 10% (a further reduced WHT rate may be availalgleording to the applicable double tax treat
arrangement). The 10% WHT is applicable to anyd#imds to be distributed from the Group’s PRC suaseas, VIEs and VIE
subsidiaries to the Group’s oversea companies.

Aggregate undistributed earnings and reserveseofCtbmpanys subsidiaries located in the PRC that are avail&dsl distribution to th
Company as of December 31, 2013 and 2014 are apmt®ly RMB753,975 and RMB1,819,004, respectivaline undistribute
earnings and reserves of the Company’s subsidjavikss and VIES subsidiaries located in the PRC are considerdak tmdefinitel
reinvested, because the Group does not have asgminglan to pay any cash dividends on its comrhares in the foreseeable future
intends to retain most of its available funds ang fature earnings for use in the operation andaasn of its business. Accordingly,
deferred tax liability on 10% WHT of aggregate wtdbuted earnings and reserves of the Compasiybsidiaries located in the PRC
been accrued for the China dividend withholdingetathat would be payable upon the distributiorhose amounts to the Company &
December 31, 2013 and 2014.

Composition of income tax expense
The current and deferred portions of income taeaesp included in the consolidated statements aftipas are as follows:

For the year ended December 3:

201z 201: 201«
RMB RMB RMB
Current income tax expens (48,357 (125,369 (200,039
Deferred income tax benefits 19,31¢ 35,41« 45,75:
Income tax expense for the year (29,047 (89,957 (154,28
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20.

(i)

Income tax (continued)
Reconciliation of the differences between statutaxyrate and the effective tax rate
The reconciliation of total tax expense compute@dpglying the respective statutory income tax rafere-tax income is as follows:

For the year ended December 3.

201z 201: 201¢

RMB RMB RMB
PRC Statutory income tax re (25.0% (25.0% (25.0%
Effect of preferential tax rai 10.4% 10.5% 13.1%
Effect of ta>-exempt entitie: 0.2% 2.2% 1.1%
Permanent differences | (13.9% (4.0% (3.5%
Change in valuation allowan: (2.0)% (3.0% (0.4)%
Effect of Super Deduction available to the Group 5.7% 3.4% 2.C%
Effective income tax rate (24.6% (15.9% (12.7%

Permanent differences mainly arise from expems# deductible for tax purposes including prifyassharebased compensation costs
expenses incurred by subsidiaries and V

Deferred tax assets and liabilities

Deferred taxes were measured using the enactedhtex for the periods in which they are expectelieaeversed. The tax effects
temporary differences that give rise to the defbtex asset balances as of December 31, 2013 ddda2é as follows:

December 31

201z 201«
RMB RMB
Deferred tax assets, current
Deferred revenu 32,90¢ 37,79¢
Allowance for doubtful accounts receivable, accraggense and others not currently deductible
tax purpose 39,79 82,95°
Valuation allowance (i) (5,779 (9,319)
Total current deferred tax assets, net 66,92: 111,43t
Deferred tax assets, non-current:
Tax loss carried forwar 16,40( 14,65«
Deferred revenu 44¢& 343
Impairment of investmer 18C 79¢
Others - 70&
Valuation allowance (i) (16,400 (15,109
Total non-current deferred tax assets, net 625 1,397
Deferred tax liabilities, non-current:
Related to acquired intangible assets - 26,70¢

Valuation allowance is provided against deferredassets when the Group determines that it is rilagly than not that the deferred

assets will not be utilized in the future. In makisuch determination, the Group considered fadtorkiding future taxable incor
exclusive of reversing temporary differences andl¢as carry forwards. Valuation allowance was jfed for net operating loss ca
forward because it was more likely than not thathsdeferred tax assets will not be realized basethe Groups estimate of its futu
taxable income. If events occur in the future thiddw the Group to realize more of its deferredome tax than the presently recor
amounts, an adjustment to the valuation allowamndksesult in a decrease in tax expense when tleoeats occul
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20.

21.

Income tax (continued)
Tax loss carry forwards

As of December 31, 2014, the Group had tax losgydarwards of approximately RMB58,615, which cam ¢arried forward to offs
future taxable income. The net operating tax l@ssycdforwards will begin to expire as follows:

Amount

RMB

2015 -
2016 2,57¢
2017 68t
2018 25,42¢
2019 29,92¢
Total 58,61t

In accordance with PRC Tax Administration Law or ttevying and Collection of Taxes, the PRC tax arities generally have up
five years to claw back underpaid tax plus persmbied interest for PRC entitigsx filings. In the case of tax evasion, which @ clearly
defined in the law, there is no limitation on tlae tyears open for investigation. Accordingly, tHe(Pentities'tax years from 2010
2014 remain subject to examination by the tax aitihe. There were no ongoing examinations by tatherities as of December .
2014.

Common shares
On October 31, 2012, several executives of the Gmyponverted in aggregate 5,068,000 vested restrghares into common shares.

Upon the completion of the Company’s IPO on Noven#tie 2012(Note 1(c)), the Compasyshares were divided into Class A com
shares and Class B common shares, par value of . OB¥Il. Holders of Class A common shares and Gassmmon shares have

same rights, except for voting rights and conversights. Holders of Class A common shares ardleatto one vote per share in
shareholdersimeetings, while holders of Class B common shareseatitled to ten votes per share. Each Class Bremmshare

convertible into one Class A common share at ang tit the discretion of the Class B shareholden®tf, while Class A common she
are not convertible into Class B common shares uag circumstances. The impact of dividing Clasan8l Class B commons shares
been retroactively reflected in the Company’s @pstructure in the consolidated financial statetsien

As of December 31, 2012, 10,000,000,000 Class Ancomshares and 1,000,000,000 Class B common shate®een authorize
179,400,000 Class A common shares and 907,833,224 8 common shares had been issued and outganetpectively.
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21.

22.

Common shares (continued

During the year ended December 31, 2013, 21,256(9388s A common shares were issued for the exerahare options, vesi
restricted shares and restricted share units, 82888 Class B common shares were converted t@ @lasmmon shares.

As of December 31, 2013, 10,000,000,000 Class Ancomshares and 1,000,000,000 Class B common shackdeen authorize
622,658,738 Class A common shares and 485,831,386 8 common shares had been issued and outsjangpectively.

During the year ended December 31, 2014, 25,036(1l46s A common shares were issued for the exedrahare options, vesl
restricted shares and restricted share units agd8%90 Class B common shares were convertedatss@ common shares.

As of December 31, 2014, 10,000,000,000 Class Ancomshares and 1,000,000,000 Class B common shatkdeen authorize
706,173,568 Class A common shares and 427,352,888 8 common shares had been issued and outgjaneipectively.

Convertible redeemable preferred share:

During the First Reorganization, Duowan Limiteduisd 54,488,000 Series A convertible preferred shéifeeries A Preferred Shargs”
and warrant to a third party investor (“Series Adstor”)in exchange for an aggregate purchase price of RWE{ or US$0.0184 p
share. During the Second Reorganization in Jun8&,2ZDOowan BVI issued an additional 81,612,930 Sefieonvertible preferred sha
to the Series A Investor for an aggregate purchase of RMB13,722. The related issuance costs RM8172.

In August 2008, Duowan BVI issued 102,073,860 SeBeconvertible redeemable preferred shares (“S&i€referred Sharesfpr
aggregate cash consideration of RMB34,232 and rigsueosts of RMB278.

In November 2009, Duowan BVI issued 16,249,870&3e@-1 convertible redeemable preferred sharesi¢'S€-1 Preferred Shargs”
and 104,999,650 C-2 convertible redeemable prefesteares (“Series C-2 Preferred Shares”, collelgtivdth Series C1 Preferre
Shares, “Series C Preferred Share&j),aggregate cash considerations of RMB8,875 aMdBRL,684 respectively. Series C Prefe
Shares issuance costs were RMB274.

Series A Preferred Shares, Series B Preferred ShackeSeries C Preferred Shares are collectividyreel to as the “Preferred Shares”.

As of December 31, 2011, the Company has determiinaidthe Preferred Shares should be classifiethezzanine equity since 1
Preferred Shares are contingently redeemable bdhders in the event that a qualified IPO hasouwmurred and the Preferred Shi
have not been converted as of the redemption date.

The Company determined that there were no embeddedhatives requiring bifurcation as the econontiaracteristics and risks of
conversion feature embedded in derivative instrunaea clearly and closely related to that of thevestible preferred shares, and
convertible and redeemable preferred shares areeadily convertible into cash as there is no mankechanism in place for trading
share.




NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
(Al amount in thousands, except share and per shardata, unless otherwise stated)

22. Convertible redeemable preferred shares (continuec
As of December 31, 2011, the Preferred Shares dsetpof the following:

Proceeds fron

Shares ISsue Issuance, Ne

Issued anc Price Pel of Issuanct Carrying
Series Issuance Dat: Outstanding Share (US$ Costs (US$  Amount (RMB)
A December 1, 20( 54,488,00 0.018¢ 1,00(¢ 374,33.
A June 2, 20C 81,612,93 0.024¢ 1,97¢ 560,68:
B August 8, 200 102,073,86 0.049( 4,95¢ 703,90:
C-1 November 22, 20( 16,249,87 0.080( 1,30( 112,55t
C-2 November 22, 20( 104,999,65 0.100( 10,46( 729,46«

All Preferred Shares’ par value is US$0.00001. fitlets, preferences and privileges of the Prefe8kdres are as follows:
Conversion

Each Preferred Share was convertible, at the ofidhe holders, at any time after the date ofasse of such preferred shares into
number of common shares according to a convergige.fEach share of Series A, Series B, SeriesefeRed Shares was convert|
into one common share and was subject to adjustnfientertain events, including but not limitedaiditional equity securities issuar
share dividends, subdivisions, redemptions, contioing, or consolidation of common shares. The cmiop price is also subject
adjustment in the event the Company issues additimmmmon shares at a price per share that igHasssuch conversion price. In s
case, the conversion price shall be reduced tsaftjudilution.

Each Preferred Share was automatically convertedcimmmon shares at the then effective conversime with respect to such Prefer
Share (i) at the closing of a Qualified IPO, of &i the election of the majority Series A, SeBesand Series C Preferred Shares ho
(each voting or consenting as a separate class).

As of December 31, 2010, the Qualified IPO is dadirmas a firmeommitment public offering of common shares of @@mpany in th
United States that has been registered under theifes Act and on a recognized securities exchaugh as NASDAQ or the New Y«
Stock Exchange, or in a similar public offeringamimmon shares in a jurisdiction and on a recognéeedirities exchange outside of
United States, including without limitation, the ipKong Stock Exchange, provided that (a) the ntackeitalization of the Compa
upon completion of such initial public offering $hiae no less than US$400,000 and such public ioffeand the aggregate proce
(before deduction of underwriting discounts andigtegtion expenses) is approved by majority of leard of directors (including t
affirmative consent of the majority of the SeriesSeries B, and Series C Preferred Shares directo(p) such public offering and 1
aggregate proceeds (before deduction of undergritiiscounts and registration expenses) is appriawednajority of the board
directors (including the affirmative consent of leaxrf the Preferred Sharedirectors), and provided further that such publfifering is
made at an equivalent price and yields equivaléfeting proceeds and there is regulatory approgaktich offering. Subsequent to
Series D Common Share Financing in January 20&1Qtkalified IPO is defined as a firammmitment public offering of common she
of the Company in the United States that has begistered under the Securities Act and on a rezegnsecurities exchange sucl
NASDAQ or the New York Stock Exchange, or in a $mipublic offering of common shares in a jurisitiot and on a recogniz
securities exchange outside of the United Stateljding without limitation, the Hong Kong Stock ¢hange, provided that (a) the ma
capitalization of the Company upon completion aftsinitial public offering shall be no less than $1$500,000 and such public offer
and the aggregate proceeds (before deduction aramiding discounts and registration expensespiaved by majority of the board
directors (including the affirmative consent of tim@jority of the Series A Director, the Series Bdgtor, the Series C Director and
Series D director), or (b) such public offering ahé aggregate proceeds (before deduction of undegvdiscounts and registrati
expenses) is approved by majority of the boardrefctbrs (including the affirmative consent of eathhe Series A Director, the Serie
Director, the Series C Director and the Series Be@or, if applicable), and provided further thatls public offering is made at
equivalent price and yields equivalent offeringge®ds and there is regulatory approval for suctriof.
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22. Convertible redeemable preferred shares (continuec
Conversion (continued)

On September 19, 2012, the board of directors ®Gbmpany resolved to approve to raise additioapltal through an underwritt
initial public offering of its shares in the Unit&fates of America as a Qualified IPO.

Upon the completion of the IPO on November 21, 2@#th Preferred Share was automatically convéntedone Class B comm
share. As a result, 359,424,310 Class B commoreshaere issued, and the balance of Preferred Shargdransferred to Class
common shares and additional paid-in capital orsédme day.

Redemption Right

As of December 31, 2010, at any time after the taeis the earlier of i) the date of the occucenf a Default Redemption Event, .
ii) five years following the Series C-1 originabige date and Series Zeriginal issue date, at the election of the nigjasf Series (
holders, the Company shall redeem all or any lgssdion of its then outstanding Preferred ShateBefault Redemption Event shall
deemed to occur if the Compasytorporate structure as a whole, including withiguattation the VIE documents, is invalidated
otherwise challenged by any PRC governmental aitfyhaourt or other official governmental body asesult of the application of
interpretation of the PRC law. In connection witle Series D Common Share Financing in January 28&1Default Redemption Eve
was removed and the redemption date was changad/ttme after June 30, 2015.

The redemption date above is subject to postponemdit the Company meets the financial threshalfibaving at least US$3,000
cash or cash equivalents on the balance sheeedCdimpany has generated over US$1,000 in freeftash in the preceding twel
months.

The redemption price of Series A Preferred Shasesqual to (i) the fair market value of the Seredreferred Shares as of

redemption date, or (ii) 150% of the original isguize of Series A Preferred Shares, plus all dedl@r accrued but unpaid dividends
until the date of redemption, plus an amount thatilel give the holders of the Series A Preferredr&han internal rate of return of
less than 10% per annum.

The redemption price of Series B Preferred Sharesgual to (i) the fair market value of the SeBeRreferred Shares as of the redemj
date, or (ii) 100% original issue price of Serie®iferred Shares, plus all declared or accrueditypaid dividends up until the date
redemption, plus an amount that would give the éidadf the Preferred Shares an internal rate ofnredf no less than 10%.

The redemption price of Series C Preferred Sharegual to (i) the fair market value of the Se@eBreferred Shares as of the redem)|
date, or (ii) 100% original issue price of Seried ©r C2 Preferred Shares, plus all declared or accruédrpaid dividends up until t
date of redemption, plus an amount that would ¢ineholders of the Series C-1 or2Preferred Shares an internal rate of return
less than 10% per annum.

Modification

Upon its issuance, Series A Preferred Shares viassified as permanent equity and were not redelemiabassociation with the issua

of Series B Preferred Shares in August 2008, SéYi€seferred Shares were granted redemption avptien of the holders and drag-
along rights and accordingly were reclassified &zzanine equity of the Company. The Company coedutiat the addition of t
redemption and draglong rights is a modification of the terms of theries A Preferred Shares. The incremental valeeived by th
Series A Preferred Shareholders amounted to RMB&1i6h was deemed to be a wealth transfer betwesprdferred shareholders
the common shareholders and was charged to adalipaid-in capital.
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22. Convertible redeemable preferred shares (continuec
Modification (continued)

Upon its issuance, Series B Preferred Shares hedieanption right beginning on or after the sevemthiversary following the issuance
Series B Preferred Shares. In association of thgarce of Series C Preferred Shares, the redemyigionfor Series A and Series
Preferred Shares and drag-along rights were ameftiedCompany concluded amendment of the redemptidndragalong rights is
modification of the terms of the Series A and SeBePreferred Shares. The incremental value reddiyeSeries A and Series B Prefe|
Shareholders amounted to RMB19 and RMB176, resmgti which were deemed to be a wealth transfeween the preferre
shareholders and the common shareholders and Warged to additional paid-in capital.

Accretion (Decretion)

Due to the redemption features described aboveCtirapany classified the Preferred Shares in thezaméze equity section of t
consolidated balance sheets. The Company recogtiizechanges in the redemption value immediatelyeg occurred and adjusted
carrying amount of the Preferred Shares to equatédemption value at the end of each reportingpg@emhe fair market values of t
Preferred Shares as of December 31, 2010 and 26dd greater than the redemption value as of Dece®ihe2009 and 2010, while 1
fair market value of the Preferred Shares priorcemversion on November 21, 2012 was lower than rdgemption value as
December 31, 2011. As a result, the Company redoederetion (decretion) to the redemption value é@diately and adjusted t
carrying amount of the instrument to equal to #demption value at the end of each reporting pefiibeg accretion was recorded age
retained earnings, or in the absence of retainedregs, by charging against additional paid-in talplOnce additional paith capital ha
been exhausted, additional charges were recordeddogasing accumulated deficit. The decretion werded against the previ
accretion originally recognized in retained earsing additional paid-in capital, where applicable.

The following table sets forth the changes of eafdine convertible redeemable preferred sharegdars ended December 31, 2012, :
and 2014:

Series A Preferred Shares

For the year ended December 3.

201z 201z 201¢
RMB RMB RMB
Beginning balanc 935,01 = -
Decretion to redemption val (485,51) - -
Conversion of convertible redeemable preferredeshanto Class B common sha (449,491 - -

Ending balance

Series B Preferred Shares

For the year ended December 3.

2012 201z 201¢
RMB RMB RMB
Beginning balanc 703,90: - -
Decretion to redemption valt (366,785 - _
Conversion of convertible redeemable preferredeshato Class B common sha (337,119 - -

Ending balance - - -
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22. Convertible redeemable preferred shares (continuec
Accretion (Decretion) (continued)
Series C Preferred Shares

For the year ended December 3.

201z 201: 201¢
RMB RMB RMB
Beginning balanc 842,02( - -
Decretion to redeemable val (441,57 - -
Conversion of convertible redeemable preferredeshanto Class B common sha (400,44) - -

Ending balance - - -

Prior to the completion of the IPO, the Companyagyegl an independent valuation firm to assist thredetermining the fair values of 1
preferred and common shares which were estimatexf H®e date of issuance and at each financiaémstant reporting date using
“Discounted Cash Flow Method” , the “Guideline Tsantion Method” and the “Backsolve Metho@/here methodologies, approac
and assumptions are consistent with the currenkingrdraft of the American Institute of Certifiedulflic Accountants practice ¢
Valuation of Privately Held Company Equity Secestissued as Compensatidie Guideline Transaction Method is a form of m¢
approach based on the enterprise value to revenligples of the Group own equity transactions close to the valuatiote.d@he
Backsolve Method is a form of market approach twation that derives the implied equity value fareatype of equity security (e
common equity) from a contemporaneous transactivnlving another type of equity security (e.g.,fpreed share). The Discoun
Cash Flow Method, a form of income approach, esmhe fair value based on projected cash flovemal of the valuation dates. -
followings are assumptions in the Discounted CdelvMethod:

December 31, 201

Risk-free interest rat 2.5%%
Volatility 66.1%
Dividend yield -

Discount rate 16%

The Company estimated the risk-free interest rated on yield-tonaturities in continuous compounding of the Chirev&nment Bon
with the time to maturities similar to the Prefefi®hares. The Company estimated volatility at gtesof appraisal based on averag
historical volatilities of the comparable comparnieshe same industry. The Company has no histoexpectation of paying dividend
the Preferred Shares. Discount rate is estimatedidighted average cost of capital as at each aggrdate. In addition to the ab
assumptions adopted, the Compangtojections of future performance were also f@ctanto the determination of the fair value ofh
Preferred Share.

Liquidity Preference

In the event of any liquidation, dissolution or @ing up of the Company or any deemed liquidatioar¢\(e.g., change in control),
holders of Series B Preferred Shares and SerieseférRed Shares were entitled to receive an ampenshare equal to 100% of
original issuance price plus all dividends accruedjeclared and unpaid. Series A Preferred Sheees entitled to receive an amount
share equal to 150% of the original issuance fpiags all declared or accrued but unpaid dividends.

If the assets and funds distributed among the h®ldee insufficient to permit the payment of thé fireferential amounts, then 1
holders of Series C Preferred Shares shall bdezhtit be paid first, followed in sequence by SeBePreferred Shares, Series A Prefe
Shares and common shares. After payment of thefadunts from above, the remaining assets of thepaay available for distributic
shall be distributed ratably among the holdersrefgrred shares and common shares in proportidghetmumber of outstanding she
held by each holder on an as converted basis.
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22. Convertible redeemable preferred shares (continuec
Dividends
Each holder of Preferred Shares was entitled teivedividends when and if declared by the boardi@fctors of the Company. As Ic
as the Preferred Shares were outstanding, the Gommaght not pay any dividend to common sharehaldentil all dividends declar
and payable to the preferred shareholders had paien In the event the Company shall declare addivi to the holders of comn
shares, then in each such case, the holders d?réferred Shares shall be entitled to a propont@éshare of such dividend on an as
converted basis.
Voting rights
Each Preferred Share conveys the right to the kbhter of one vote for each common share upon csiore

23. Share-based compensatiol

(@) Share options
Pre-2009 Scheme Options
Grant of options
Before the adoption of the Employee Equity IncemtBcheme (the “2009 Incentive Schemé3,705,700 and 8,499,050 share opl
were granted to employees through individually s@jshare option agreements, to acquire commonsbéaf@uowan BVI on a one-to-
one basis on January 1, 2008 and 2009 respectivebddition, on January 1, 2008, 3,832,290 shat®ws were granted to one non
employee for the provision of consulting serviaesite Group (collectively defined as “Pre-2009 Soleptions”).
Vesting of options
These Pre-2009 Scheme Options will vest over a years’service period, with 25% of the options vestingafhe first anniversary
the vesting inception date and the remaining 75%ixrequal installments over the following 36 mantfithe options may be exerci
provided that both the service conditions and doperance condition are met. The performance camtliis defined to be i) an init
public offering, ii) completion of a financing mé®jy certain criteria, iii) an internal reorganizatj or iv) a voluntary winding up
Duowan BVI. The performance condition that is tiedcompletion of a financing fulfilling certain teria was met in June 2008

November 2009.

The following table summarizes the activities oé tRre-2009 Scheme Options for employees andengpleyee for the years enc
December 31, 2012, 2013 and 2014:

Weighted

Weighted average Aggregate

average remaining intrinsic

Number of exercise contractual life value

options price (US$ (years, (USS,

Outstanding, January 1, 20 17,889,53 0.005¢ 6.37 19,36¢
Forfeited (19,110 0.006" 6.2F

Outstanding, December 31, 20 17,870,42 0.005¢ 5.37 12,64:
Exercised (4,648,42) 0.004¢ 4.3(

Outstanding, December 31, 20 13,222,00 0.005¢ 4.4C 33,16:
Exercised (5,841,66i) 0.0057 3.24

Outstanding, vested and exercisable, December(@4, 2 7,380,34! 0.006: 3.52 22,95¢
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23. Share-based compensation (continuec
(&) Share options (continued

Forfeitures are estimated at the time of gramelfessary, forfeitures are revised in subsequeitdseif actual forfeitures differ from
those estimates.

The aggregate intrinsic value in the table aboyresents the difference between the Compaogmmon shares as of Decembe
2012, 2013 and 2014 and the exercise price.

Prior to the completion of the IPO, the Binomiakiop pricing model is used to determine the failueaof the share options grantet
employees and the non-employee.

Upon the completion of the IPO, the fair value bi® options granted to a nemployee with nil exercise price was assessed
equivalent to the fair value of the Company’s comnsbare. These share options were remeasured stoitle price of the Compary’
common share as of December 31, 2013 and 2014.

The total intrinsic value of options exercised dgrthe year ended December 31, 2012, 2013 and &@bdinted to nil, RMB64,195 a
RMB134,844, respectively. For the years ended Déeerdl, 2012, 2013 and 2014, the Company recortiadebased benefit
RMB89, share-based compensation of RMB14,004 ahaesipectively, using the gradedsting attribution method for employees
non-employee.

As of December 31, 2014, there was no unrecognipadpensation cost and expense related ta2808- Scheme Options grantec
employees and non-employee.
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23.

(b)

Share-based compensation (continuec
Restricted shares

Since January 1, 2010, Duowan BVI granted 61,250r@gtricted shares to employees and 100,000 atestrshares to a namploye:
pursuant to the 2009 Incentive Scheme. As of Deeergl, 2014, the restricted shares granted to gregtoand the noemployee wel
fully vested.

Vesting of restricted shares

The restricted shares have vesting conditions afid/@st 50% after 24 months of the grant date Hreremaining 50% will vest in tv
equal installments over the next 24 months. Unterrestricted shares agreement, no shares maylderstransferred prior to tl
occurrence of an exit event, as defined in theaetbpe restricted share agreements as: i) a ligtingny recognized stock exchange,
sale by Duowan BVI of all or substantially all #$ iassets, iii) a sale of all of the issued camfdDuowan BVI, or iv) passing for col
order of winding up of Duowan BVI.

If the employee terminates employment, the serviegted portion of the restricted shares may beestihp: (i) repurchase (subject
Companys sole discretion) by Duowan BVI at fair value ohumon shares of Duowan BVI which is assessed by tiapany with th
assistance of an independent valuation firm; ¢ib@i held by a person who is an existing employfebeGroup and is designated by
leaving restricted share holder according to a @rgpsigned escrow agreement to hold such sharemfbon his/her behalf. If the leav
employee fails to deliver a properly signed agresnhe Duowan BVI within 30 days from receipt of thetification from Duowan BV
such service vested shares shall automaticallglapd expire.

The following table summarizes the restricted shaiivity for the years ended December 31, 200232nd 2014

Weighted
Number of average
restricted grant-date

shares fair value (US$

QOutstanding, January 1, 20 43,285,10 0.488t
Forfeited (3,673,581 0.494¢
Vested (21,380,72) 0.486¢
Outstanding, December 31, 20 18,230,80 0.489¢
Forfeited (1,581,78) 0.872¢
Vested (11,975,28) 0.390¢
Outstanding, December 31, 20 4,673,72! 0.614
Forfeited (159,411 0.936:
Vested (4,514,31) 0.603(

Outstanding, December 31, 2014 -
Expected to vest at December 31, 2014 -

Forfeitures are estimated at the time of granhel¢essary, forfeitures are revised in subsequetddeif actual forfeitures differ fro
those estimates.

For the years ended December 31, 2012, 2013 ant] #84 Company recorded shdra@sed compensation of RMB36,371, RMB7,300
RMB3,771, respectively, using the graded-vestinghoe for employees and non-employee.
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23. Share-based compensation (continuec

(c)

Share-based awards granted to CEO and Chairman of the Copany

On February 23, 2010, the CEO and the Chairmarhef Gompany, also directors and shareholders weastagt 13,369,813 a
29,678,483 restricted shares, respectively. Ther@ha's shares have a service condition that vest ofmurayear period (50% after t
second anniversary and 25% each year thereafteth Be CEQ’s and the Chairmanshares are subject to a performance con
which relates to the number of peak concurrentauserthe YY Client. Such performance condition weet as of December 31, 2010.

Pursuant to the provisions stipulated in the gdmaiument relating to these restricted shares gugoty the occurrence of an Accelera
Event, the restricted shares granted to the Chaimauld also become fully vested. An “Accelerateceit” is defined as (i) a Listin
(ii) a sale of all or substantially all of the igglishare capital of Duowan BVI, (iii) a sale by Buam BVI of all or substantially all of i
assets, (iv) the passing of an effective resolutiothe making of an order of a competent courttierwinding up of Duowan BVI.

The following table summarizes information regagdihe restricted shares granted to the CEO an@ltlagman:
Weighted averag:
Number of restricted grant-date

shares fair value (USS

Outstanding, January 1, 20 29,678,48 0.187¢
Vested (29,678,48) 0.187¢

Outstanding, December 31, 2012, 2013 and 2014 -

The fair value of the shateased awards above was determined at the respectiné dates by the Company with the assistance
independent valuation firm.

The Company recognized these awards as employeetsised compensation awards using fair value ofweads on the grant date.
of December 31, 2010, the performance condition wet. The compensation expense for the GEf¥stricted shares was ft
recognized and the compensation expense for thé&ridnas restricted shares is recognized over the requssgtvice period using t
graded vesting method. Upon the completion of B®@,Ithe restricted shares granted to the Chairneaa fully vested and all remaini
compensation expenses were recognized immediately.

The total fair value of restricted shares vestedhduhe year ended December 31, 2012, 2013 and afbunted to RMB35,924, nil a
nil, respectively.

Sharebased compensation expenses related to the awamted to the CEO and Chairman of RMB9,624, nil aihdvere recognized
general and administrative expenses in the coraelidstatements of operations for the years enéedrbber 31, 2012, 2013 and 2014.

As of December 31, 2014, there was no unrecogrdaatpensation cost and expense related to theateskshares.
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23.

(d)

Share-based compensation (continuec
Restricted Share Units

On September 16, 2011, the board of the directbtheoCompany approved the 2011 Share Incentive, Ri@ich permits the grant
share options, restricted shares and restricta@ simits of up to 43,000,000 shares, to any qedllifiersons, as determined by the boa
the directors of the Company. On the same dateCtmpany granted 9,097,000 restricted share umiésriployees pursuant to the 2
Share Incentive Plan, that are subject to vestugg a four to five yeargeriod. During the year ended December 31, 20E2Cimpan
granted 18,295,221 restricted share units to enggi®ypursuant to the 2011 Share Incentive Planhndrie subject to vesting over a
to four years’ period. No restricted share unitsergranted to non-employees up to December 31,.2012

In October 2012, the board of directors of the Canypresolved that the maximum aggregate numberdassG\ common shares wh
may be issued pursuant to all awards under the BiEntive Scheme shall be 43,000,000 plus an dnmcase of 20,000,000 on

first day of each fiscal year, beginning from 2048such lesser amount of Class A common shardetasmined by the board of direct
of the Company.

During the year ended December 31, 2013, the Coynpeanted 29,917,989 restricted share units to eyagls and 48,000 restric
share units to non-employee pursuant to the 20ateShcentive Plan, which are subject to vestingr@athree to five years’ period.

During the year ended December 31, 2014, the Coyngaamted 9,912,595 restricted share units to eyegl® pursuant to the 2011 St
Incentive Plan, which are subject to vesting ovelt8amonths to five years’ period. No restrictedrghanits were granted to non-
employees during the year ended December 31, 2014.

The following table summarizes the restricted shenits activity for the years ended December 3122Q013 and 2014:

Weighted
Number of average
restricted grant-date

shares fair value (US$

QOutstanding, January 1, 20 8,996,301 1.063(
Grantec 18,295,22 1.032:
Forfeited (595,900 1.087¢
Outstanding, December 31, 20 26,695,62 1.041¢
Grantec 29,965,98 0.933¢
Forfeited (3,522,99) 1.069¢
Vested (8,836,01) 1.042¢
Outstanding, December 31, 20 44,302,60 0.963¢
Grantec 9,912,59! 3.580¢
Forfeited (3,125,43)) 1.185¢
Vested (12,283,67) 1.014«
Outstanding, December 31, 2014 38,806,09 1.598:¢
Expected to vest at December 31, 2014 36,892,10 1.564"

For the years ended December 31, 2012, 2013 angl 284 Company recorded shdmased compensation of RMB54,445, RMB95
and RMB130,718, using the graded-vesting attrilbutiethod.

As of December 31, 2014, total unrecognized comgtérsexpense relating to the restricted sharesuvdts RMB204,514. The expens
expected to be recognized over a weighted averagedpof 1.27 years using the graded-vesting aitidin method.

F-63




NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
(Al amount in thousands, except share and per shardata, unless otherwise stated)

24. Basic and diluted net income per shar

Basic and diluted net income per share for thesyeaded December 31, 2012, 2013 and 2014 are atdduds follows:

For the year ended December 31,

201z 201: 201/

RMB RMB RMB
Numerator:
Net income attributable to the Compe 89,17% 477,72 1,064,47.
Decretion to convertible redeemable preferred sheséemption valu 1,293,87! - -
Allocation of net income to participating preferrgltreholders (478,75 - -
Numerator of basic net income per share 904,29¢ 477,72 1,064,47.
Dilutive effect of preferred shares (815,12)) - -
Numerator for diluted income per share 89,17: 477,72 1,064,47.
Denominator:
Denominator for basic calculatio—weighted average number of Class A an

Class B common shares outstanding 604,703,81 1,122,475,68 1,153,140,69

Dilutive effect of preferred shari 320,142,96 - -
Dilutive effect of share optior 17,782,88 16,362,04 10,372,44
Dilutive effect of restricted shar 30,594,87 14,400,67 2,604,78
Dilutive effect of restricted share un 4,802,49 27,882,89 32,425,54
Dilutive effect of share-based awards granted t©@@Ed Chairman 14,441,80 - -
Denominator for diluted calculation 992,468,83 1,181,121,29 1,198,543,47
Basic net income per Class A and Class B common $h: 1.5C 0.4z 0.92
Diluted net income per Class A and Class B commotare 0.0¢ 0.4C 0.8¢
Basic net income per ADS* 29.91 8.51 18.4¢
Diluted net income per ADS* 1.8C 8.0¢ 17.7¢

* The Company was listed on November 21, 2012 wihaace of a total of 8,970,000 ADS at a publicraffg price of US$10.50 p
ADS. Each ADS represents 20 Class A common shdires.net income per ADS for the years ended DeceBihe?012, 2013 al
2014 were calculated using the same conversiom agasuming the ADSs had been in existence dureggtperiods

The Company preferred shares are participating securitiesaansuch would be included in the calculation ciid@arnings per she
under the tweelass method. According to the contractual termshefpreferred shares, the preferred shares dbiawa a contractu
obligation to share in the losses of the Compaterafore, net income was allocated to the prefesteates in the computation of b
net income per share for the year ended Decemh@032.

The weighted average number of ordinary sharedamdg which could potentially dilute basic eagsrper share in the future relate

the 2019 Convertible Senior Notes was 57,219,783Hfe year ended December 31, 2014.The 2019 CdbleefBenior Notes we
excluded in the computation of diluted earningsgiere in 2014 because the inclusion of such im&nt would be ar-dilutive.

F-64




NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
(Al amount in thousands, except share and per shardata, unless otherwise stated)

25. Related party transactions

The table below sets forth the related partiesthan relationships with the Group:

Related Party Relationship with the Group
Zhuhai Daren Computer Technology Co., L*Zhuhai Dare”) Equity investmen
Guangzhou Shanghang Information Technical Co., (* Shanghan™) Significant influence exercised by the Chairn
Kingsoft Corporation“Kingsoft”) Significant influence exercised by the Chairn
Xiaomi Corporation*“ Xiaomi") Significant influence exercised by the Chairn
Zhuhai Lequ Technology Co., Ltc*Zhuhai Leq") Equity investmen
Agora, Inc.(b) Controlled by the director and the chairman of texbgy
committee of the Grou
Guangzhou Kuyou Information Technology Co., Ltd.{ghgzhou Equity investment
Kuyou”) @
Shenzhen Qingdou Network Technology Co., Ltd.(“Stnem Cost investment with significant influence
Qingdol”)
Guangzhou Muyou Network Technology Co., Ltd.(“Guzamau Cost investment with significant influence
Muyou”)
Bigo ® Controlled by the CEO
Chengdu Xishanju Entertainment Technology Co., [“ XishanjL") Significant influence exercised by the Chairn
(1) In December 2013, the Group made a minority intdreestment to form a new company, Agora, Incthvtiie director and tl

chairman of technology committee of the Group athéiostrategic investor

(2 In March 2014, the Group made a further capitadtipn of RMB15 million to Guangzhou Kuyou and owr20% of the equit
interests in the compan

3) The Group has developed and launched a mobilecapiplin called Weihui in 2014. Users of this applma can make telepho
calls with other users free of charge. In Octol@t4, the Group entered into an agreement with B® @o inject Weihui int
Bigo, a company set up and controlled by the CE@ad® refer to note 10 to this consolidated firgnsiatements for mc
details of this transactio
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25. Related party transactions (continued’
During the years ended December 31, 2012, 2012@hd, significant related party transactions wergodows:

For the year ended December 31,

201z 201z 201¢
RMB RMB RMB
Payment on behalf of Big - - 61,00(
Bandwidth service provided by Shangh: 11,77¢ 21,27 42,47(
Online games revenue shared from Guangzhou K - - 37,00:
Online games revenue shared from Zhuhai D 7,54 24,45; 25,59°
Purchase of operating rights for licensed games fBuangzhou Kuyo - - 6,83¢
Online games revenue shared from Zhuhai L - 5,07¢ 2,631
Disposal of an equity investment to Xisha - - 1,56:
Interes-free loan to Shenzhen Qingd - - 1,00(¢
Repayment of intere-free loan from Shenzhen Qingd - - 1,00(¢
Interes-free loan to Guangzhou Muy« - - 50C
Repayment of intere-free loan from Guangzhou Muyt - - 50C
Online games revenue shared from Xish: - - 18
Purchase of intangible assets from King: - 6,01( -
Advertising revenue from Xiaon - 1,15¢ -
Repayment of intere-free loan from Zhuhai Leq 50C 1,00(¢ -
Membership subscription fee revenue from Xias 227 - -
Repayment of intere-free loan from Zhuhai Dare 2,00( - -
Interes-free loan to Zhuhai Leq 1,20C - -
Disposal of a cost investment to the Chairman ando@nder, who is also a
director of the Compan 1,00(¢ - -
Disposal of an equity investment to Xiao 2,00(¢ - -

As of December 31, 2013 and 2014, the amountsrdue/tb related parties were as follows:

December 31

201: 201/

RMB RMB
Amounts due from related parties
Other receivables from Bigo ( - 61,00(
Other receivables from Zhuhai Lequ 73 73
Total 73 61,07:
Amounts due to related parties
Accounts payable to Guangzhou Kuy - 24,45¢
Accounts payable to Zhuhai Dar 1,47¢ 2,02(
Other payables to Shanghe 822 4,34:
Accounts payable to Zhuhai Le: 33¢ 41
Accounts payable to Xishanju - 35
Total 2,64( 30,89:

*As of the date of this report, other receivablesyf Bigo amounting to RMB61,000 were fully repaidBigo.

The other receivables/payables from/to relatedgsadre unsecured, interest-free and payable oamgm
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26. Fair value measurements

Fair value reflects the price that would be recgifrem selling an asset or paid to transfer a ligbin an orderly transaction betwe
market participants at the measurement date. Watnrdining the fair value measurements for asgetdiabilities required or permitt:
to be recorded at fair value, the Group consideesprincipal or most advantageous market in whiclvauld transact and consid
assumptions that market participants would use vghiemg the assets or liabilities.

The Group applies a fair value hierarchy that rezgiian entity to maximize the use of observableitsy@nd minimize the use
unobservable inputs when measuring fair value.narfcial instrumeng categorization within the fair value hierarchybased upon tl
lowest level of input that is significant to therfaalue measurement. This guidance specifies @ifuby of valuation techniques, whicl
based on whether the inputs into the valuationrtiegle are observable or unobservable. The hierdschy follows:

Level 1—Valuation techniques in which all significant inpwtre unadjusted quoted prices from active marketassets or liabilities th
are identical to the assets or liabilities beingasued.

Level 2—Valuation techniques in which significant inputslirde quoted prices from active markets for asselisbilities that are simil:
to the assets or liabilities being measured amgliioted prices for assets or liabilities that aentital or similar to the assets or liabili
being measured from markets that are not activeo,Ainodelderived valuations in which all significant inpuasd significant valt
drivers are observable in active markets are L2wealuation techniques.

Level 3—Valuation techniques in which one or more significeputs or significant value drivers are unobaéig. Unobservable inpt
are valuation technique inputs that reflect the Upt® own assumptions about the assumptions that mapekéitipants would use
pricing an asset or liability.

The fair value guidance describes three main appesato measure the fair value of assets anditiabil(1) market approach; (2) inco
approach and (3) cost approach. The market approseb prices and other relevant information geedrfitom market transactic
involving identical or comparable assets or lidigii. The income approach uses valuation techniguesnvert future amounts to a sir
present value amount. The measurement is baseueovatue indicated by current market expectatidmuathose future amounts. 1
cost approach is based on the amount that wouterly be required to replace an asset.

When available, the Group uses quoted market pt@etermine the fair value of an asset or ligilif quoted market prices are

available, the Group will measure fair value usuaduation techniques that use, when possible, sumerketbased or independen
sourced market parameters, such as interest nalesuarency rates. The Group did not have any @iinstruments that were requi
to be measured at fair value on a recurring bascf ®ecember 31, 2013.

The following table summarizes the Companlabilities that are measured at fair value araurring basis and are categorized usin
fair value hierarchy as of December 31, 2014:

As of December 31, 201

Level 1 Level 2 Level 3 Total
Liabilities
Long-term payable
Contingent consideration in relation to a busiresguisition - - 183,00( 183,00(

As disclosed in note 4, the Company used the triabmodel in determining the fair value of the dagent consideration. In applyi
this model, the Company performs a scenario arsabysil the fair value of the contingent consideratias determined based on pre
value of the total contingent consideration und#fedent scenarios and the probability of each acien In order to discount t
contingent consideration in future years to itsspre value, a risk free interest rate of 4.14%addscount rate of 16% are adopted.
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26.

27.

(@)

(b)

(©)

28.

Fair value measurements (continued

Apart from the contingent consideration in relattora business acquisition, the Graupther financial instruments consist principaff
cash, shorterm deposits, accounts receivable, amounts ddeono/related parties, accounts payable, certairruack expenses a
convertible bonds. The recorded values of caslguads receivable, amounts due to/from related gmréiccounts payable, certain acc
expenses and convertible bonds are recorded awvbish approximates fair value. The fair value oheertible bonds is within level 2
the fair value hierarchy.

Commitments and contingencie!

Operating lease commitment:

The Group leases facilities in the PRC under caneellable operating leases expiring on diffedates. Payments under operating le
are expensed on a straight-line basis over thegeof the respective leases.

Total office rental expenses under all operatiraggés were RMB16,670, RMB19,423 and RMB28,144 ferytars ended December
2012, 2013 and 2014, respectively.

As of December 31, 2014, future minimum paymentienmon-cancellable operating leases consist diolleving:

Office rental

RMB

2015 29,41
2016 8,31¢
2017 2,50z
40,23(

Capital commitment
As of December 31, 2014, the Group did not havesagpyificant capital commitment.
Litigation

In October 2014, Guangzhou NetEase Computer SySmLtd. (“NetEase”prought a copyright infringement claim against Gwug
in the Intermediate People’s Court of Guangzhdegalg that the Group’live game broadcasting program has infringecctyright o
one of their online games called Fantasy Westwardngy. The claimant is seeking RMB100 million their potential damage
requesting YY to cease the copyright infringemenatcices and apologize publicly. This case is stilearly stage and the Group is
able to make a reliable estimate of the potentisd |if any, at this stage.

Subsequent events

(@) In December 2014, the Company entered into gaeement to acquire 70% of equity interests of imapg company, which
principally engaged in eemmerce business. The total amount YY shall pajudes a fixed cash payment of approximately RMB
million in total, plus additional variable cash pagnt that is contingent upon the achievement ofipd performance metrics for ye
2015 through 2017.The base contingent payment tonhde is RMB219 million when the private companyiaeges 100% of tt
performance metrics. Pursuant to the agreementidhel contingent payment would be adjusted basethe degree of how the act
net profit is higher or lower than the base perfange milestone from 2015 through 2017. The acduisiwas completed in March 2015.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
(Al amount in thousands, except share and per shardata, unless otherwise stated)

28.

29.

Subsequent events (continuec

(b) The Company has commenced the open market £p@chases pursuant to its announced share regerphagrams. Up to the d
of this report, the Comparg/board of directors has approved share repurgiraggams under which the Company may repurchage
US$200 million worth of its outstanding ADSs.

Up to the date of this report, the Company hasndmmsed approximately its outstanding ADSs amogrttnJS$169.5 million.
Restricted net asset

Relevant PRC laws and regulations permit paymehtdivadends by the Group’s subsidiaries and the s/Bhd VIES subsidiarie
incorporated in the PRC only out of their retairestnings, if any, as determined in accordance WRC accounting standards .
regulations. In addition, the Company’s subsidmaad the VIEs and VIE'subsidiaries in the PRC are required to annwaedpropriat
10% of their net aftetax income to the statutory general reserve fumol po payment of any dividends, unless such resémds hav
reached 50% of their respective registered capMala result of these and other restrictions ufRR€ laws and regulations, the Grap
subsidiaries and the VIEs and V#ESubsidiaries incorporated in the PRC are resttiat their ability to transfer a portion of theie
assets to the Company either in the form of divildetoans or advances, which restricted portiocadsulated under US GAAP amoun
to approximately RMB303,366 and RMB343,090 as otddeber 31, 2013 and 2014, respectively. There ardifferences betwe
US GAAP and PRC accounting standards in conneetitimthe reported net assets of the legally owndabisliaries in the PRC and -
VIEs and VIES subsidiaries. Even though the Company currerttBschot require any such dividends, loans or adsfrom the PR
entities for working capital and other funding posps, the Company may in the future require aduitioash resources from them du
changes in business conditions, to fund future iatqauns and development, or merely to declare gend dividends or distributions to ¢
shareholders. Except for the above, there is neratstriction on use of proceeds generated btioep’'s subsidiaries and the VIES
VIE’s subsidiaries to satisfy any obligations o tBompany.

The Company performed a test on the restrictedanséts of consolidated subsidiaries and VIEs imrdence with Securities a
Exchange Commission Regulation S-X Rule 4-08 (&) ‘@eneral Notes to Financial Statemenasid concluded that the restricted
assets did not exceed 25% of the consolidatedssetsof the Company as of December 31, 2014 ancbtidensed financial informat
of the Company are not required to be presented.
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INDENTURE dated as of March 24, 2014 between YY INCCayman Islands exempted company, as isswet Gbmpany”, as
more fully set forth irSection 1.01) and DEUTSCHE BANK TRUST COMPANY AMEERAS, a New York banking corporation, as trustee
(the “Trustee”, as more fully set forth iSection 1.01).

WITNESSETH:

WHEREAS, for its lawful corporate purposes, the @amy has duly authorized the issuance of its 2.Z8¥vertible Senior Notes
due 2019 (the Notes"), initially in an aggregate principal amount riotexceed US$400,000,000 (as increased by an arequat to the
aggregate principal amount of any additional Np&xhased by the Initial Purchasers pursuant texieecise of their option to purchase
additional Notes as set forth in the Purchase Ages), and in order to provide the terms and camttupon which the Notes are to be
authenticated, issued and delivered, the Compasyghig authorized the execution and delivery of thdenture; and

WHEREAS, the Form of Note, the certificate of auieation to be borne by each Note, the Form ofi¢éodf Conversion, the Form
of Fundamental Change Repurchase Notice, the FORepurchase Notice and the Form of AssignmentTaadsfer to be borne by the Notes
are to be substantially in the forms hereinaftevjted; and

WHEREAS, all acts and things necessary to maké&ltites, when executed by the Company and authestieatd delivered by the
Trustee, as in this Indenture provided, the vdlidding and legal obligations of the Company, arnd Indenture a valid agreement accordin
its terms, have been done and performed, and #euggn of this Indenture and the issuance herausfdbe Notes have in all respects been
duly authorized.

NOW, THEREFORE, THIS INDENTURE WITNESSETH:

That in order to declare the terms and conditiggenuvhich the Notes are, and are to be, autheaticédsued and delivered, and in
consideration of the premises and of the purchadeaaceptance of the Notes by the Holders theteefCompany covenants and agrees with
the Trustee for the equal and proportionate benéftie respective Holders from time to time of Mhates (except as otherwise provided
below), as follows:

ARTICLE 1
DEFINITIONS

Section 1.01 Definitions. The terms defined in thBection 1.01 (except as herein otherwise exprgsslyided or unless the context
otherwise requires) for all purposes of this Indemtand of any indenture supplemental hereto slaak the respective meanings specified in
this Section 1.01. The words “herein,” “hereof,” “hengier,” and words of similar import refer to thislenture as a whole and not to any
particular Article, Section or other subdivisiofhhe terms defined in this Article include the pluaa well as the singular.




“ Additional ADSs " shall have the meaning specifiedSection 14.03(a).
“ Additional Amounts " shall have the meaning specifiedSection 4.07(a).
“ Additional Interest " means all amounts, if any, payable pursuar@eotion 4.06(d)Section 4.06(e), anflection 6.03, as applicak

“ ADS " means an American Depositary Share, issued paotsadhe Deposit Agreement, representing twengs€I Common
Shares of the Company as of the date of this Indenand deposited with the ADS Custodian.

“ ADS Custodian” means Deutsche Bank AG, Hong Kong Branch, witpeet to the ADSs delivered pursuant to the Deposit
Agreement, or any successor entity thereto.

“ ADS Depositary” means Deutsche Bank Trust Company Americas, psgitary for the ADSs.

“ ADS Price” shall have the meaning specified 8ection 14.03(c).

“ Affiliate " of any specified Person means any other Persoatlgiar indirectly controlling or controlled by emder direct or indire
common control with such specified Person. Fomptngoses of this definition, “control,” when ussith respect to any specified Person
means the power to direct or cause the directidgh@management and policies of such Person, ljirecindirectly, whether through the
ownership of voting securities, by contract or otfise; and the terms “controlling” and “controlledave meanings correlative to the
foregoing.

“ Agents” means the Paying Agent, the Transfer Agent, theeNRegistrar and the Conversion Agent.

“ Board of Directors ” means the board of directors of the Company asramittee of such board duly authorized to acitfor
hereunder.

“ Board Resolution” means a copy of a resolution certified by therS&gy or an Assistant Secretary of the Comparhat@ been
duly adopted by the Board of Directors, and torbtill force and effect on the date of such cexdifion, and delivered to the Trustee.

“ Business Day' means, with respect to any Note, each Monday, Taye3fednesday, Thursday and Friday that is notyaodavhich
banking institutions in the City of New York or tl@ayman Islands are authorized or obligated bydaaxecutive order to close.

“ Capital Stock” means, for any entity, any and all shares, irtisrgights to purchase, warrants, options, pagtans or other
equivalents of or interests in (however designastabk issued by that entity.

“ Change in Tax Law” shall have the meaning specifiedSection 16.01(b).




“ Class A Common Share$ means the Class A common shares of the Compamyglue US$0.00001 per share, at the date of this
Indenture, subject to Section 14.07.

“ Class B Common Share$ means the Class B common shares of the Companyghue US$0.00001 per share, at the date of this
Indenture.

“ Clause A Distribution ” shall have the meaning specifiedSection 14.04(c) .

“ Clause B Distribution ” shall have the meaning specifiedSection 14.04(c) .

“ Clause C Distribution” shall have the meaning specifiedSection 14.04(c) .

“ close of businesE means 5:00 p.m. (New York City time).

“ Code” means the U.S. Internal Revenue Code of 198&nsnded.

“ Commission” means the U.S. Securities and Exchange Commission

“ Common Equity " of any Person means ordinary share capital oit&laptock of such Person that is generally erttif) to vote in
the election of directors of such Person or (Isuith Person is not a corporation, to vote or otlsergarticipate in the selection of the gover:

body, partners, managers or others that will cdmifiw management or policies of such Person.

“ Company” shall have the meaning specified in the firstgumaph of this Indenture, and subject to the prongsofArticle 11, shall
include its successors and assigns.

“ Company Notice” shall have the meaning specifiedSection 15.01(a).

“ Company Order ” means a written order of the Company, signedrbp#icer of the Company and delivered to the Teast

“ Consolidated Affiliated Entity ” means, with respect to any Person, any corpoaratissociation or other entity which is or is
required to be consolidated with such Person uAdeounting Standards Codification subtopic 810-@0nsolidation: Overall (including any
changes, amendments or supplements thereto)suglif person prepares its financial statementsdordance with accounting principles other
than the accounting principles generally acceptatie United States of America, the equivalent ofdunting Standards Codification subtopic
810-10, Consolidation: Overall under such accognginnciples.

“ Conversion Agent” shall have the meaning specifiedSection 4.02.

“ Conversion Date” shall have the meaning specifiedSection 14.02(c).

“ Conversion Obligation” shall have the meaning specifiedSection 14.01.

“ Conversion Rate” shall have the meaning specified 8ection 14.01.




“ Corporate Trust Office ” means the principal office of the Trustee at vbhit any time its corporate trust business shall be
administered, which office at the date hereof mted at 60 Wall Street, #6Floor, MS NYC 60-1630, New York, NY 10005, Uniteth®s,
Attention: Corporate Team Deal Manager — YY InaxF732-578-4635, or such other address as théeErusay designate from time to time
by notice to the Holders and the Company, or tivecal corporate trust office of any successostea (or such other address as such
successor trustee may designate from time to tyneokice to the Holders and the Company).

“ Default ” means any event that is, or after notice or pges®d time, or both, would be, an Event of Default.

“ Defaulted Amounts” means any amounts on any Note (including, witHmoitation, the Repurchase Price, the Tax Redewnpti
Price, the Fundamental Change Repurchase Pricejgal and interest) that are payable but are antally paid or duly provided for.

“ Deposit Agreement’ means the deposit agreement dated as of Nove2th@012, by and among the Company, the ADS
Depositary and the owners and beneficial owneth®fADSs delivered thereunder or, if amended opkupented as provided therein, as so
amended or supplemented.

“ Depositary” means, with respect to each Global Note, thed®especified irSection 2.05(c) as the Depositary with respectiahs
Notes, until a successor shall have been appoarddecome such pursuant to the applicable prasibthis Indenture, and thereaft”
Depositary” shall mean or include such successor.

“ Distributed Property ” shall have the meaning specifiedSection 14.04(c).

“ Effective Date” shall have the meaning specifiedSection 14.03(c).

“ Event of Default” shall have the meaning specifiedSection 6.01.

“ Ex-Dividend Date” means the first date on which the ADSs tradehanapplicable exchange or in the applicable markgtlar
way, without the right to receive the issuanceid#ind or distribution in question, from the Companmyif applicable, from the seller of the
ADSs on such exchange or market (in the form oflwle or otherwise) as determined by such exchamgearket.

“ Exchange Act” means the Securities Exchange Act of 1934, anded; and the rules and regulations promulgate@uineler.

“ Existing Principal Shareholders” means Lei Jun, Top Brand Holdings Limited, DaXdeling Li and YYME Limited.

“ Expiring Rights ” means any rights, options or warrants to purclzlass A Common Shares or ADSs that expire onior p the
Maturity Date.

“ FATCA ” shall mean sections 1471 through 1474 of the Code

“ Form of Assignment and Transfer” shall mean the “Form of Assignment and Transfgtached as Attachment 4 to the Form of
Note attached hereto as Exhibit




“ Form of Fundamental Change Repurchase Noticéshall mean the “Form of Fundamental Change Rédmasge Notice” attached as

Attachment 2 to the Form of Note attached heretexdmsbit A.

“ Form of Notice of Conversion” shall mean the “Form of Notice of Conversion"aathed as Attachment 1 to the Form of Note

attached hereto as Exhibit A.

“ Form of Repurchase Notic€ shall mean the “Form of Repurchase Notice” ateaths Attachment 3 to the Form of Note attached

hereto as Exhibit A.

OCcCurs:

“ Fundamental Change” shall be deemed to have occurred at the time HfteNotes are originally issued if any of thddaling

(a) (A) a “person” or “group” within the mmiag of Section 13(d) of the Exchange Act, othamntthe Company, its
Subsidiaries, the employee benefit plans of the @om and its Subsidiaries and any of the Existirigcipal Shareholders has
become the direct or indirect “beneficial owneis"defined in Rule 13d-3 under the Exchange ActhefCompany’s Common Equity
(including Common Equity held in the form of ADSspresenting more than 50% of the voting powehef@ompany’s Common
Equity or (B) the Existing Principal Shareholdarsllectively, have become the direct or indireatrieficial owner,” as defined in
Rule 13d-3 under the Exchange Act, of Class A Com@iaares (including Class A Common Shares heldaridrm of ADSs)
(excluding any Class A Common Shares that aregbgtrof conversion or reclassification of Clas€@mmon Shares beneficially
owned by an Existing Principal Shareholder) représg more than 33% of the number of outstandires€IA Common Shares;

(b) the consummation of (A) any recapitdliza, reclassification or change of the Class A @Gwn Shares or the ADSs
(other than changes resulting from a subdivisionambination) as a result of which the Class A Camr8hares or the ADSs would
be converted into, or exchanged for, stock, otkeusties, other property or assets; (B) any seaohange, consolidation or merge!
the Company, or any similar transaction, pursuanthich the Class A Common Shares or the ADSsheiltonverted into cash,
securities or other property; or (C) any sale,demsother transfer in one transaction or a sefié#ansactions of all or substantially all
of the consolidated assets of the Company andiitsiSiaries and Consolidated Affiliated Entitiesken as a whole, to any Person
other than one of the Company’s Subsidian®eyided, howeverthat a transaction described in clause (B) incivithe holders of all
classes of the Company’s Common Equity immedigielyr to such transaction own, directly or indifgctnore than 50% of all
classes of Common Equity of the continuing or sting corporation or transferee or the parent thieramediately after such
transaction in substantially the same proportidasawis each other as such ownership immediatéty o such transaction shall not
be a Fundamental Change pursuant to this clause (b)

(c) the shareholders of the Company appamweplan or proposal for the liquidation or dissimin of the Company;




(d) the ADSs (or other common equity or ADx$sespect of common equity underlying the Notesgse to be listed or
guoted on any of The New York Stock Exchange, TASGNAQ Global Select Market or The NASDAQ Global Mat (or any of
their respective successors); or

(e) any change in or amendment to the lagggjlations and rules of the People’s Republiclwh& or the official
interpretation or official application thereof (€€hange in Law”) that results in (x) the Company, its Subsidiaried is Consolidate
Affiliated Entities (collectively, the Company Group”) (as in existence immediately subsequent to suchgehianlaw), as a whol
being legally prohibited from operating substamyiall of the business operations conducted byGbmpany Group (as in existence
immediately prior to such Change in Law) as ofltst date of the period described in the Companghsolidated financial stateme
for the most recent fiscal quarter and (y) the Canyfs being unable to continue to derive substiynt@d of the economic benefits
from the business operations conducted by the Coyn@aoup (as in existence immediately prior to sGtlange in Law) in the same
manner as reflected in the Company’s consolidateh€ial statements for the most recent fiscal tguar

provided, however, that a transaction or transactions describedbinse (a) or (b) above shall not constitute a Foreddal Change if at least
90% of the consideration received or to be recebyetiolders of the ADSs, excluding cash paymentsufiy fractional ADS, in connection w
such transaction or transactions consists of sttdir€@smmon Equity or ADSs in respect of Common Bgthat are listed or quoted on any of
The New York Stock Exchange, The NASDAQ Global 8elarket or The NASDAQ Global Market (or any oéthrespective successors) or
will be so listed or quoted when issued or exchdrnigeonnection with such transaction or transactiand as a result of such transaction or
transactions the Notes become convertible into soalsideration, excluding cash payments for angtifvaal ADS.

“ Fundamental Change Company Noticé shall have the meaning specifiedSection 15.02(c).

“ Fundamental Change Repurchase Datéshall have the meaning specifiedSection 15.02(a).

“ Fundamental Change Repurchase Noticeéshall have the meaning specified 8ection 15.02(b)(i) .

“ Fundamental Change Repurchase Pricéshall have the meaning specifiedSection 15.02(a).

“ Global Note” shall have the meaning specifiedSection 2.05(b).

“ Holder ,” as applied to any Note, or other similar terimst (excluding the term “beneficial holder”), shadean any Person in whose
name at the time a particular Note is registeretherNote Register.

“ Indenture " means this instrument as originally executedfamended or supplemented as herein provided; asnended or
supplemented.




“ Initial Purchasers ” means Citigroup Global Markets Inc., Deutsche IBSecurities Inc. and Morgan Stanley & Co. Inteioval
plc.

“ Interest Payment Date” means each April 1 and October 1 of each yeayiriméng on October 1, 2014.

“ Last Reported Sale Price' of the ADSs on any date means the closing saée grer ADS (or if no closing sale price is repdrtthe
average of the bid and ask prices or, if more thvanin either case, the average of the averageriidhe average ask prices) on that date as
reported in composite transactions for the prindip&. national or regional securities exchangevbich the ADSs are traded. If the ADSs are
not listed for trading on a U.S. national or regibsecurities exchange on the relevant date, ttest Reported Sale Pric€’ shall be the last
guoted bid price for the ADSs in the over-the-ceamarket on the relevant date as reported by OB€k&is Group Inc. or a similar
organization. If the ADSs are not so quoted, thast Reported Sale Price shall be the average of the mpdint of the last bid and ask pri
for the ADSs on the relevant date from each oéast three nationally recognized independent invest banking firms selected by the
Company for this purpose.

“ Make-Whole Fundamental Change means any transaction or event described in eléals (b) or (d) of the definition of
Fundamental Change (determined after giving effeeiny exceptions to or exclusions from such dgdinj including in theproviso
immediately succeeding clause (e) of the definitlreof, but without regard to tipeovisoin clause (b) of the definition thereof).

“ Maturity Date " means April 1, 2019.

“ Merger Event” shall have the meaning specifiedSection 14.07(a).

“ Note” or “ Notes” shall have the meaning specified in the firstggmaph of the recitals of this Indenture.

“ Notes Fungibility Date” means the date, if any, following the Resale Retgdn Termination Date on which all of the Rulé4/A
Notes and all of the Regulation S Notes are nodoRgstricted Securities, do not bear the restadégend required kSection 2.05(c), are
fungible for U.S. securities law purposes and asigined an identical, unrestricted CUSIP number.

“ Note Register” shall have the meaning specifiedSection 2.05(a).

“ Note Registrar” shall have the meaning specifiedSection 2.05(a).

“ Notice of Conversion” shall have the meaning specifiedSection 14.02(b).

“ Offering Memorandum " means the preliminary offering memorandum dateatdt 17, 2014, as supplemented by the pricing terr
sheet dated March 18, 2014, relating to the offeand sale of the Notes.




“ Officer " means, with respect to the Company, the PresideatChief Executive Officer, Chief Financial @#r, Chief Accounting
Officer, the Treasurer, the Secretary, any ExeeutivSenior Vice President or any Vice Presideihiefiver or not designated by a number or
numbers or word or words added before or aftetitlee*Vice President”).

“ Officers’ Certificate ,” when used with respect to the Company, mearstdicate that is delivered to the Trustee and thaigned
by (a) two Officers of the Company or (b) one Odfiof the Company and one of any Assistant Treasany Assistant Secretary or the
Controller of the Company. Each such certificdtallsnclude the statements provided foSection 17.06 if and to the extent required by the
provisions of such Section. One of the Officerdrygy an Officers’ Certificate pursuant 8ection 4.09 shall be the principal executive,ritial
or accounting officer of the Company.

“ open of busines$ means 9:00 a.m. (New York City time).
“ Opinion of Counsel” means an opinion in writing signed by legal caelrend in a form reasonably acceptable to the @eystho
may be an employee of or counsel to the Compangthar counsel acceptable to the Trustee, thatligeded to the Trustee. Each such

opinion shall include the statements provided fidééction 17.06 if and to the extent required bypiavisions of suclsection 17.06.

“ outstanding,” when used with reference to Notes, shall, sulifethe provisions oection 8.04, mean, as of any particular time, al
Notes authenticated and delivered by the Trustederutis Indenture, excej

€) Notes theretofore canceled by the Teusteaccepted by the Trustee for cancellation;

(b) Notes, or portions thereof, that havedmee due and payable and in respect of which mamig® necessary amount
shall have been deposited with the Trustee or anthPaying Agent (other than the Company) or dieale been set aside and
segregated in trust by the Company (if the Comsmayl act as its own Paying Agent);

(c) Notes that have been paid pursuaBtction 2.06 or Notes in lieu of which, or in sutingion for which, other Notes
shall have been authenticated and delivered pursodne terms oection 2.06 unless proof satisfactory to the Baist presented
that any such Notes are held by protected purchaselue course;

(d) Notes converted pursuantdicle 14 and required to be cancelled pursuanbéztion 2.08 ; and

(e) Notes repurchased by the Company putsaahe third sentence &ection 2.10.

“ Paying Agent” shall have the meaning specifiedSection 4.02.




“ Person” means an individual, a corporation, a limitelldy company, an association, a partnership,ist jgenture, a joint stock
company, a trust, an unincorporated organizaticm @overnment or an agency or a political subdivishereof.

“ Physical Notes’ means permanent certificated Notes in registéveu issued in denominations of US$1,000 princgrabunt and
multiples thereof.

“ Predecessor Noté of any particular Note means every previous Natilencing all or a portion of the same debt asehmlenced
by such particular Note; and, for the purposesisfdefinition, any Note authenticated and delidewaderSection 2.06 in lieu of or in
exchange for a mutilated, lost, destroyed or stblete shall be deemed to evidence the same debé asutilated, lost, destroyed or stolen
Note that it replace!

“ Purchase Agreement means that certain Purchase Agreement, datetiMarch 18, 2014 among the Company and the Initial
Purchasers relating to the issuance and sale dfdles.

“ Record Date” means, with respect to any dividend, distribut@rother transaction or event in which the holddrhe Class A
Common Shares (directly or in the form of ADSs)dtver applicable security) have the right to reeeiny cash, securities or other propert
in which the Class A Common Shares (directly ahimform of ADSs) (or such other security) is exaed for or converted into any
combination of cash, securities or other propahtg,date fixed for determination of security hodentitled to receive such cash, securities or
other property (whether such date is fixed by tbam of Directors, statute, contract or otherwise).

“ Reference Property” shall have the meaning specifiedSection 14.07(a).

“ Regular Record Date,” with respect to any Interest Payment Date, gialhn the March 15 or September 15 (whether osuntit
day is a Business Day) immediately preceding thiegble April 1 or October 1 Interest Payment Dagspectively.

“ Regulation S” means Regulation S under the Securities Act grsartcessor to such regulation.

“ Regulation S Notes means the Notes initially offered and sold outside United States pursuant to Regulation S.
“ Relevant Taxing Jurisdiction” shall have the meaning specifiedSection 4.07(a).

“ Repurchase Daté€' shall have the meaning specifiedSection 15.01(a).

“ Repurchase Expiration Time” shall have the meaning specifiedSection 15.01(a).

“ Repurchase Notice shall have the meaning specifiedSection 15.01(a).

“ Repurchase Pricé€’ shall have the meaning specifiedSection 15.01(a).




“ Resale Restriction Termination Date’ shall have the meaning specifiedSection 2.05(c).

“ Responsible Officer” means, when used with respect to the Trusteepéioer within the corporate trust departmenthud Trustee
having direct responsibility for the administratiohthis Indenture, or to whom any corporate trastter is referred because of such person's
knowledge of and familiarity with the particulargect and who shall have direct responsibilitytfoe administration of this Indenture.

“ Restricted Securities’ shall have the meaning specifiedSection 2.05(c).

“ Rule 144A” means Rule 144A as promulgated under the Seesiitct.

“ Rule 144A Notes' means the notes initially offered and sold purgua Rule 144A.

“ Securities Act” means the Securities Act of 1933, as amendedttendules and regulations promulgated thereunder.

“ Significant Subsidiary ” means a Subsidiary of the Company that meetsl¢fiaition of “significant subsidiary” in Article JRule
1-02 of Regulation S-X under the Exchange Act. theravoidance of doubt, each of the Company’s Qateted Affiliated Entities will be
deemed to be a Subsidiary of the Company for thegaes of this definition.

“ Spin-Off ” shall have the meaning specifiedSection 14.04(c).

“ Subsidiary ” means, with respect to any Person, any corparaissociation, partnership or other businessyesitivhich more than
50% of the total voting power of shares of Capteick or other interests (including partnershipgriests) entitled (without regard to the
occurrence of any contingency) to vote in the &@aodf directors, managers, general partners sters thereof is at the time owned or
controlled, directly or indirectly, by (i) such Ben; (ii) such Person and one or more Subsidiafissch Person; or (iii) one or more
Subsidiaries of such Person.

“ Successor Company shall have the meaning specifiedSection 11.01(a).

“ Tax Redemption” shall have the meaning specifiedSection 16.01.

“ Tax Redemption Date” shall have the meaning specifiedSection 16.02(a).

“ Tax Redemption Notice” shall have the meaning specifiedSection 16.02(a).

“ Tax Redemption Price” means, for any Notes to be redeemed pursuadettion 16.01, 100% of the principal amount of such
Notes,plusaccrued and unpaid interest (including any Addalohmounts), if any, to, but excluding, the Tax Ratption Date (unless the Tax

Redemption Date falls after a Regular Record Dateh or prior to the immediately succeeding IndeRayment Date, in which case the Tax
Redemption Price will be equal to 100% of the gpatamount of such Notes).
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“ Taxing Jurisdiction ” shall have the meaning specifiedSection 4.07(a).

“ Trading Day " means a day on which (i) trading in the ADSsdtrer security for which a closing sale price mhestietermined)
generally occurs on The NASDAQ Global Select Markeif the ADSs (or such other security) are et listed on The NASDAQ Global
Select Market, on the principal other U.S. natiaralegional securities exchange on which the A@®such other security) are then listed or,
if the ADSs (or such other security) are not thistetl on a U.S. national or regional securitieharge, on the principal other market on whick
the ADSs (or such other security) are then tradhed(#) a Last Reported Sale Price for the ADSsc{osing sale price for such other security)
is available on such securities exchange or mapkevidedthat if the ADSs (or such other security) are rwlisted or traded, Trading Day ”
means a Business Day.

“ transfer ” shall have the meaning specifiedSection 2.05(c).

“ Trigger Event ” shall have the meaning specifiedSection 14.04(c).

“ Trust Indenture Act ” means the Trust Indenture Act of 1939, as amenaed was in force at the date of execution & th
Indentureprovided, however, that in the event the Trust Indenture Act of 1838mended after the date hereof, the term “Tinds#tnture Act”
shall mean, to the extent required by such amengnfenTrust Indenture Act of 1939, as so amended.

“ Trustee” means the Person named as tAalistee” in the first paragraph of this Indenture untdaccessor trustee shall have
become such pursuant to the applicable provisibttsisindenture, and thereaftefffustee ” shall mean or include each Person who is then ¢
Trustee hereunder.

“ unit of Reference Property” shall have the meaning specifiedSection 14.07(a).

“ U.S. Person’ shall have the meaning as such term is definettuRegulation S.

“ Valuation Period " shall have the meaning specifiedSection 14.04(c).

Section 1.02 References to InterestUnless the context otherwise requires, any raferdo interest on, or in respect of, any Note in
this Indenture shall be deemed to include Additidngerest if, in such context, Additional Interéstwas or would be payable pursuant to any

of Section 4.06(d)Section 4.06(e) anflection 6.03. Unless the context otherwise requary express mention of Additional Interest ig an
provision hereof shall not be construed as excydidditional Interest in those provisions hereofendsuch express mention is not made.
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ARTICLE 2
Issug DESCRIPTION EXECUTION, REGISTRATIONAND EXCHANGE OF NOTES

Section 2.01 Designation and AmountThe Notes shall be designated as the “2.25% GtihkeSenior Notes due 2019.” The
aggregate principal amount of Notes that may bleemitcated and delivered under this Indentureiigily limited to US$400,000,000 (as
increased by an amount equal to the aggregateipalreamount of any additional Notes purchased kyltiitial Purchasers pursuant to the
exercise of their option to purchase additionalddais set forth in the Purchase Agreement), sulgj&eiction 2.10 and except for Notes
authenticated and delivered upon registrationasrgier of, or in exchange for, or in lieu of otiNaites pursuant t8ection 2.05Section 2.06,
Section 2.07Section 10.04Section 14.02 an8ection 15.04.

Section 2.02 Form of Notes. The Notes and the Trustee’s certificate of auibation to be borne by such Notes shall be
substantially in the respective forms set fortlxhibit A, the terms and provisions of which stadhstitute, and are hereby expressly
incorporated in and made a part of this Indentdre the extent applicable, the Company and thet&e by their execution and delivery of this
Indenture, expressly agree to such terms and poogignd to be bound thereby.

Any Global Note may be endorsed with or have inocaifed in the text thereof such legends or recitatshanges not inconsistent v
the provisions of this Indenture as may be requinethe Depositary, or as may be required to comyilly any applicable law or any regulati
thereunder or with the rules and regulations of segurities exchange or automated quotation sysfgm which the Notes may be listed or
traded or designated for issuance or to conforrh aiity usage with respect thereto, or to indicayespecial limitations or restrictions to which
any particular Notes are subject.

Any of the Notes may have such letters, numbergtar marks of identification and such notatioergelnds or endorsements as the
Officers executing the same may approve (execukiereof to be conclusive evidence of such apprcevad) as are not inconsistent with the
provisions of this Indenture, or as may be requicedomply with any law or with any rule or regutet made pursuant thereto or with any rule
or regulation of any securities exchange or autethgtiotation system on which the Notes may bedlistadesignated for issuance, or to
conform to usage or to indicate any special limota or restrictions to which any particular Noées subject.

Each Global Note shall represent such principalamof the outstanding Notes as shall be specifiecein and shall provide that it
shall represent the aggregate principal amountitsftanding Notes from time to time endorsed thessuhthat the aggregate principal amount
of outstanding Notes represented thereby may fiora to time be increased or reduced to reflectnemases, redemptions, cancellations,
conversions, transfers or exchanges permitted hier&by endorsement of the Global Note to refléet &amount of any increase or decrease ir
the amount of outstanding Notes represented thesledly be made by the Trustee or the Note Registramch manner and upon instructions
given by the Holder of such Notes in accordancé this Indenture. Payment of principal (includithg Repurchase Price, Tax Redemption
Price and the Fundamental Change Repurchase Papplicable) of, and accrued and unpaid inteoestthe Global Note shall be made to the
Holder of such Note on the date of payment, urdescord date or other means of determining Holdkigible to receive payment is provided
for herein.
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Section 2.03 Date and Denomination of Notes; Payments ofésteand Defaulted Amountsia) The Notes shall be issuable in
registered form without coupons in denominations/8%$1,000 principal amount and integral multiplesréof. Each Note shall be dated the
date of its authentication and shall bear inteiresh the date specified on the face of such Nétecrued interest on the Notes shall be
computed on the basis of a 360-day year compostuaedfe 30-day months and, for partial months, lenliasis of actual days elapsed over a
30-day month.

(b) The Person in whose name any Note §dPiiedecessor Note) is registered on the Note Registhe close of business on any
Regular Record Date with respect to any Interegtreat Date shall be entitled to receive the intgoagable on such Interest Payment
Date. Interest shall be payable at the officegemay of the Company maintained by the Compangdich purposes in the Borough of
Manhattan, The City of New York, which shall inltjabe the Corporate Trust Office. The Companylighey interest (i) on Physical Notes, if
any, (A) to Holders holding Physical Notes, if ahgying an aggregate principal amount of US$5,0Dd) less, by check mailed (at the
Company’s expense) to the Holders of these Nottseataddress as it appears in the Note Regiatb(B) to Holders holding Physical Notes
having an aggregate principal amount of more th88%J000,000, either by check mailed (at the Comigaenpense) to such Holders or, upon
application by such Holder to the Trustee not lttan the relevant Regular Record Date, by winestier in immediately available funds to that
Holder’'s account within the United States, whiclplagation shall remain in effect until the Holdestifies, in writing, the Trustee to the
contrary or (i) on any Global Note by wire transfé immediately available funds to the accounthaf Depositary or its nominee.

(c) Any Defaulted Amounts shall forthwithase to be payable to the Holder on the relevannpay date but shall accrue interest
per annum at the rate per annum borne by the Ndde®ne percent, subject to the enforceability thetemfer applicable law, from, and
including, such relevant payment date, and suclaliefd Amounts together with such interest therstall be paid by the Company, at its
election in each case, as provided in clause ({jj)doelow:

0] The Company may elect to make paymerryf Defaulted Amounts to the Persons in whose saheNotes (or the
respective Predecessor Notes) are registered alobe of business on a special record date fopadlyenent of such Defaulted
Amounts, which shall be fixed in the following mamn The Company shall notify the Trustee in wgtof the amount of the
Defaulted Amounts proposed to be paid on each Biodethe date of the proposed payment (which skeatidh less than 25 days after
the receipt by the Trustee of such notice, unlessTtustee in its sole discretion shall consemirt@arlier date), and at the same time
the Company shall deposit with the Trustee an amofumoney equal to the aggregate amount to beipaiespect of such Defaulted
Amounts or shall make arrangements satisfactotlyad rustee for such deposit on or prior to the dédithe proposed payment, such
money when deposited to be held in trust for theelieof the Persons entitled to such Defaulted Ante as in this clause
provided. Thereupon the Company shall fix a speeord date for the payment of such Defaulted Ams which shall be not more
than 15 days and not less than 10 days prior tddke of the proposed payment, and not less thalay® after the receipt by the
Trustee of the notice of the proposed payment. trapany shall promptly notify the Trustee of seplecial record date and the
Trustee, in the name and at the expense of the @wynghall cause notice of the proposed paymesuiai Defaulted Amounts and
the special record date therefor to be mailed-filsss postage prepaid (at the Company’s expettsepch Holder at its address as it
appears in the Note Register, not less than 10 pl&ysto such special record date. Notice ofpiheposed payment of such Defaulted
Amounts and the special record date therefor hava®n so mailed, such Defaulted Amounts shall isktpahe Persons in whose
names the Notes (or their respective PredecesgesNare registered at the close of business dnspecial record date and shall no
longer be payable pursuant to the following claiiiz®f this Section 2.03c) .
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(i) The Company may make payment of anyaD&éd Amounts in any other lawful manner not irgistent with the
requirements of any securities exchange or autahtptetation system on which the Notes may be listadkesignated for issuance,
and upon such notice as may be required by sudieege or automated quotation system, if, afteceaiven by the Company to the
Trustee of the proposed payment pursuant to thissel, such manner of payment shall be deemedgabletiby the Trustee.

Section 2.04 Execution, Authentication and Delivery of NoteBhe Notes shall be signed in the name and onlfbefithe Company
by the manual or facsimile signature of its Chigé&utive Officer, President, Chief Financial OfficEreasurer, Secretary or any of its
Executive or Senior Vice Presidents. With thewdsly of this Indenture, the Company is furnishiagd from time to time thereafter may
furnish, a certificate substantially in the formefthibit B (an “Authorization Certificate ") identifying and certifying the incumbency and
specimen (and/or facsimile) signatures of its &ctiuthorized Officers. Until the Trustee recei@esibsequent Authorization Certificate, the
Trustee shall be entitled to conclusively rely ba last Authorization Certificate delivered toat purposes of determining the relevant
authorized Officers. Typographical and other miewors or defects in any signature shall not atiee validity or enforceability of any Note
which has been duly authenticated and deliveretth&y rustee.

At any time and from time to time after the exeontand delivery of this Indenture, the Company meljver Notes executed by the
Company to the Trustee for authentication, toget¥igr a Company Order for the authentication anli/dey of such Notes, and the Trustee in
accordance with such Company Order shall authdataad deliver such Notes, without any furtherachy the Company hereunder.

The Company Order shall specify the amount of Naidse authenticated (including the initial amoofhRule 144A Notes and the
initial amount of Regulation S Notes), the applieatate at which interest will accrue on such Notiee date on which the original issuance of
such Notes is to be authenticated, the date froiohnihterest will begin to accrue, the date or daie which interest on such Notes will be
payable and the date on which the principal of Suotes will be payable and other terms relatinguoch Notes. The Trustee shall thereupon
authenticate and deliver said Notes to or upomititeen order of the Company (as set forth in sGcimpany Order).
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The Trustee shall have the right to decline to enticate and deliver any Notes under this Sectmiiless and until it receives from
the Company a Company Order instructing it to dbenticate and deliver such Notes; (b) if the Teasdetermines that such action may not
lawfully be taken; or (c) if the Trustee determitieat such action would expose to Trustee to patd@bility, unless indemnity and/or secut
satisfactory to the Trustee against such liabisitgrovided to the Trustee.

Only such Notes as shall bear thereon a certifichsithentication substantially in the form setticon the form of Note attached as
Exhibit A hereto, executed manually or by facsinlijean authorized officer of the Trustee, shalkhétled to the benefits of this Indenture or
be valid or obligatory for any purpose. Such diedte by the Trustee upon any Note executed byCthapany shall be conclusive evidence
that the Note so authenticated has been duly atithésd and delivered hereunder and that the Haddentitled to the benefits of this
Indenture.

In case any Officer of the Company who shall hageed any of the Notes shall cease to be such@ffiefore the Notes so signed
shall have been authenticated and delivered bynhstee, or disposed of by the Company, such Natesrtheless may be authenticated and
delivered or disposed of as though the Person wgmed such Notes had not ceased to be such Offficee Company; and any Note may be
signed on behalf of the Company by such Persoret fise actual date of the execution of such Nsitell be the Officers of the Company,
although at the date of the execution of this Itdenany such Person was not such an Officer.

Section 2.05 Exchange and Registration of Transfer of NoResstrictions on Transfer; Depositary(a) The Company shall cause to
be kept at the Corporate Trust Office a registe (egister maintained in such office or in anyeotbifice or agency of the Company
designated pursuant 8ection 4.02 , the Note Register”) in which, subject to such reasonable regulatiasg may prescribe, the Company
shall provide for the registration of Notes andrafsfers of Notes. Such register shall be intemiform or in any form capable of being
converted into written form within a reasonableipéof time. The Trustee is hereby initially apmted the “Note Registrar” for the purpose
of registering Notes and transfers of Notes asihgmvided. The Company may appoint one or mor&lote Registrars in accordance with
Section 4.02.

Prior to the Notes Fungibility Date, upon surrenfiemregistration of transfer of any Rule 144A NoteRegulation S Note, as the case
may be, to the Note Registrar or any co-Note Reggisand satisfaction of the requirements for suahsfer set forth in thiSection 2.05, the
Company shall execute, and the Trustee shall atithém and deliver, in the name of the designatmusferee or transferees, one or more new
Rule 144A Notes or Regulation S Notes, as the nasebe, of any authorized denominations and dfeadggregate principal amount and
bearing such restrictive legends as may be reqbiydatlis Indenture. Following the Notes Fungibilidate, upon surrender for registration of
transfer of any Note to the Note Registrar or asyNote Registrar, and satisfaction of the requinet:iéor such transfer set forth in ttf8gction
2.05, the Company shall execute, and the Trust@éalthenticate and deliver, in the name of thegteated transferee or transferees, one or
more new Notes of any authorized denominationsodirrdiike aggregate principal amount and not begtfie restrictive legends required by
Section 2.05(c).

15




Prior to the Notes Fungibility Date, Rule 144A Notnd Regulation S Notes, as the case may be, eneydhanged for other Rule
144A Notes or Regulation S Notes, as the case magflany authorized denominations and of a likgregate principal amount, upon
surrender of the Rule 144A Notes or Regulation $blaas the case may be, to be exchanged at amp#ioe or agency maintained by the
Company pursuant t8ection 4.02. Prior to the Notes Fungibility Dd#) Regulation S Notes (or beneficial interestg¢li® may be
exchanged for Rule 144A Notes (or an increasedratigregate principal amount represented by a GMidite that constitutes a Rule 144A
Note) only if (1) such exchange occurs in connectiith a transfer of the Notes (or a beneficiaéiest therein) under Rule 144A and (2)
transferor first delivers to the Trustee a writtemtificate, in the form attached to such Notehw effect that the Notes (or such beneficial
interest) are being transferred to a Person (a)tiMadransferor reasonably believes to be a QIBp(ochasing for its own account or the
account of a QIB in a transaction meeting the negoénts of Rule 144A; and (c) in accordance witla@plicable securities laws of the states
of the United States and other jurisdictions andRBle 144A Notes (or beneficial interests theremay only be exchanged for Regulation S
Notes (or an increase in the aggregate principalentrepresented by a Global Note that constitat@egulation S Note) if the transferor fi
delivers to the Trustee a written certificate,hie form attached to such Note, to the effect thahdransfer is being made in accordance with
Rule 903 or 904 of Regulation S. Whenever any R4lA Notes or Regulation S Notes, as the case magrb so surrendered for exchange,
the Company shall execute, and the Trustee shihléaticate and deliver, the Rule 144A Notes or Remn S Notes, as the case may be, that
the Holder making the exchange is entitled to rexddearing registration numbers not contemporasigamutstanding. Following the Notes
Fungibility Date, Notes may be exchanged for otlietes of any authorized denominations and of adiygregate principal amount but not
bearing the restrictive legend required3sction 2.05(c), upon surrender of the Notes texahanged at any such office or agency maintaine
by the Company pursuant &ection 4.02. Whenever any Notes are so surrend@regchange, the Company shall execute, and thstde
shall authenticate and deliver, the Notes thattbleler making the exchange is entitled to recdbesring registration numbers not
contemporaneously outstanding.

All Notes presented or surrendered for registratibimansfer or for exchange, repurchase or coimeshall (if so required by the
Company, the Trustee, the Note Registrar or anpate- Registrar) be duly endorsed, or be accompdnjedwritten instrument or instruments
of transfer in form satisfactory to the Company duoty executed, by the Holder thereof or its attyrin-fact duly authorized in writing.

No service charge shall be imposed by the CompheyTransfer Agent, the Note Registrar, anyNate Registrar or the Paying Ag
for any exchange or registration of transfer ofééobut the Company may require a Holder to payrasufficient to cover any documentary,
stamp or similar issue or transfer tax requiredannection therewith as a result of the name ofbleler of new Notes issued upon such
exchange or registration of transfer being diffefesm the name of the Holder of the old Notes endered for exchange or registration of
transfer. The Company shall pay the Depositalsgs ffor issuance of the ADSs due upon conversitimedflotes.

None of the Company, the Trustee, the Note Registrany coNote Registrar shall be required to exchange dstega transfer of (

any Notes surrendered for conversion or, if a partif any Note is surrendered for conversion, quartion thereof surrendered for conversion
or (ii) any Notes, or a portion of any Note, sudered for repurchase (and not withdrawn) in acaordavithArticle 15.
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All Notes issued upon any registration of transfieexchange of Notes in accordance with this Ingenshall be the valid obligations
of the Company, evidencing the same debt, andeshtid the same benefits under this Indenture @adltites surrendered upon such registr:
of transfer or exchange.

(b) So long as the Notes are eligible foolbentry settlement with the Depositary, unles®nilise required by law, subject to the
fourth paragraph from the end $&ction 2.05(c) all Notes shall be representedneyay more Notes in global form (each, @lbbal Note”)
registered in the name of the Depositary or theineenof the Depositary. The transfer and excharfigpeneficial interests in a Global Note
that does not involve the issuance of a Physicé Nball be effected through the Depositary in edaoce with this Indenture (including the
restrictions on transfer set forth herein) andpgiezedures of the Depositary therefor. Prior toNlsées Fungibility Date, the Rule 144A Notes
shall be represented by one or more Global NotdgteRegulation S Notes shall be represented byoomore separate Global
Notes. Following the Notes Fungibility Date, thel®144A Notes and the Regulation S Notes may jpesented by one or more of the s¢
Global Notes.

(c) Every Note that bears or is requiredarntisSection 2.05(c) to bear the legend set forth iaSieiction 2.05(c) (together with
any ADSs (including the Class A Common Shares ssmed thereby) delivered upon conversion of thiedlthat is required to bear the
legend set forth isection 2.05(d), collectively, theRestricted Securities”) shall be subject to the restrictions on transietrforth in this
Section 2.05(c) (including the legend set forttolagl unless such restrictions on transfer sha#lbeinated or otherwise waived by written
consent of the Company, and the Holder of each Reditricted Security, by such Holder’s acceptaheecbf, agrees to be bound by all such
restrictions on transfer. As used in tBisction 2.05(c) an8ection 2.05(d), the termtfansfer ” encompasses any sale, pledge, transfer or
disposition whatsoever of any Restricted Security.

Until the date (the Resale Restriction Termination Date’) that is the later of (1) the date that is onaryafter the last date of
original issuance of the Notes, or such shorteiogdesf time as permitted by Rule 144 under the 8#8es Act or any successor provision
thereto, and (2) such later date, if any, as magehaired by applicable law, any certificate evicieg a Rule 144A Note (and all securities
issued in exchange therefor or substitution themtbier than ADSs (including the Class A Commonr&haepresented thereby) issued upon
conversion thereof, which shall bear the legendas#t in Section 2.05(d), if applicable) shall bear a legensubstantially the following form
(unless such Rule 144A Notes have been transfprresliant to a registration statement that has beaorbeen declared effective under the
Securities Act and that continues to be effectiviha time of such transfer, or sold pursuant todkemption from registration provided by F
144 or any similar provision then in force undes Becurities Act, or unless otherwise agreed bytirapany in writing, with notice thereof to
the Trustee):
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THIS SECURITY, THE AMERICAN DEPOSITARY SHARES DELIKRABLE UPON CONVERSION OF THIS SECURITY AND
THE CLASS A COMMON SHARES REPRESENTED THEREBY HAWOT BEEN REGISTERED UNDER THE SECURITIES ACT OF
1933, AS AMENDED (THE “SECURITIES ACT "), AND MAY NOT BE OFFERED, SOLD, PLEDGED OR OTHERME
TRANSFERRED EXCEPT IN ACCORDANCE WITH THE FOLLOWINGENTENCE. BY ITS ACQUISITION HEREOF OR OF A
BENEFICIAL INTEREST HEREIN, THE ACQUIRER:

(1) REPRESENTS THAT IT AND ANY ACCOUNT FORMICH IT IS ACTING (A) IS A “QUALIFIED
INSTITUTIONAL BUYER” (A “ QIB ") (WITHIN THE MEANING OF RULE 144A UNDER THE SECURIES ACT) OR (B) IS
LOCATED OUTSIDE THE UNITED STATES AND IS NOT A U.2ERSON (WITHIN THE MEANING OF REGULATION S
UNDER THE SECURITIES ACT) AND THAT IT EXERCISES S®INVESTMENT DISCRETION WITH RESPECT TO EACH
SUCH ACCOUNT AND THAT IT AND ANY SUCH ACCOUNT IS N@ AN AFFILIATE OF YY INC. (THE “ COMPANY "),
AND

(2 AGREES FOR THE BENEFIT OF THE COMPANY AH IT WILL NOT OFFER, SELL, PLEDGE OR
OTHERWISE TRANSFER THIS SECURITY OR ANY BENEFICIAINTEREST HEREIN PRIOR TO THE DATE THAT IS THE
LATER OF (X) ONE YEAR AFTER THE LAST ORIGINAL ISSUBATE HEREOF OR SUCH SHORTER PERIOD OF TIME AS
PERMITTED BY RULE 144 UNDER THE SECURITIES ACT ORNY SUCCESSOR PROVISION THERETO AND (Y) SUCH
LATER DATE, IF ANY, AS MAY BE REQUIRED BY APPLICABIE LAW, EXCEPT:

(A) TO THE COMPANY OR ANY SUBSIDIARY THEREQFOR

(B) PURSUANT TO A REGISTRATION STATEMENT THRHAS BECOME EFFECTIVE UNDER THE
SECURITIES ACT, OR

© TO A QIB IN COMPLIANCE WITH RULE 144A URER THE SECURITIES ACT, OR

(D) THROUGH OFFERS AND SALES THAT OCCUR OUITH THE UNITED STATES TO PERSONS
WHO ARE NOT U.S. PERSONS WITHIN THE MEANING OF REGHBTION S UNDER THE SECURITIES ACT, OR

(E) PURSUANT TO AN EXEMPTION FROM REGISTRADN PROVIDED BY RULE 144 UNDER THE
SECURITIES ACT (IF AVAILABLE).

PRIOR TO THE REGISTRATION OF ANY TRANSFER IN ACCORMINCE WITH CLAUSE 2(D) ABOVE, THE TRANSFEROR

SHALL FIRST DELIVER TO THE TRUSTEE A WRITTEN CERTIEATE STATING THAT SUCH TRANSFER IS BEING MADE IN
ACCORDANCE WITH RULE 903 OR 904 OF REGULATION S.
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PRIOR TO THE REGISTRATION OF ANY TRANSFER IN ACCORINCE WITH CLAUSE (2)(E) ABOVE, THE COMPANY,
THE DEPOSITARY AND THE TRUSTEE RESERVE THE RIGHT TREQUIRE THE DELIVERY OF SUCH LEGAL OPINIONS,
CERTIFICATIONS OR OTHER EVIDENCE AS MAY REASONABLBE REQUIRED IN ORDER TO DETERMINE THAT THE
PROPOSED TRANSFER IS BEING MADE IN COMPLIANCE WITFHE SECURITIES ACT AND APPLICABLE STATE SECURITIES
LAWS. NO REPRESENTATION IS MADE AS TO THE AVAILABIITY OF ANY EXEMPTION FROM THE REGISTRATION
REQUIREMENTS OF THE SECURITIES ACT.

EXCEPT PURSUANT TO, AND IN COMPLIANCE WITH, SECTIOR.10 OF THE INDENTURE PURSUANT TO WHICH THIS
SECURITY WAS ISSUED, NO AFFILIATE (AS DEFINED IN RLE 144 UNDER THE SECURITIES ACT) OF THE COMPANY OR
PERSON THAT HAS BEEN AN AFFILIATE (AS DEFINED IN RLE 144 UNDER THE SECURITIES ACT) OF THE COMPANY
DURING THE THREE IMMEDIATELY PRECEDING MONTHS MAY BRCHASE, OTHERWISE ACQUIRE OR OWN THIS SECURI
OR A BENEFICIAL INTEREST HEREIN.

Until the Resale Restriction Termination Date, aastificate evidencing a Regulation S Note (andsedlurities issued in exchange
therefor or substitution thereof, other than ADigsl(ding the Class A Common Shares representedliieissued upon conversion thereof,
which shall bear the legend set fortiSiaction 2.05(d), if applicable) shall bear a legensubstantially the following form (unless such
Regulation S Notes have been transferred pursaantdgistration statement that has become or ébeelared effective under the Securities
and that continues to be effective at the timeuchgransfer, or sold pursuant to the exemptiomfregistration provided by Rule 144 or any
similar provision then in force under the Secusithect, or unless otherwise agreed by the Compamyriting, with notice thereof to the
Trustee):

THIS SECURITY, THE AMERICAN DEPOSITARY SHARES DELIERABLE UPON CONVERSION OF THIS SECURITY AND
THE CLASS A COMMON SHARES REPRESENTED THEREBY HAWOT BEEN REGISTERED UNDER THE SECURITIES ACT OF
1933, AS AMENDED (THE “SECURITIES ACT "), AND MAY NOT BE OFFERED, SOLD, PLEDGED OR OTHERMYE
TRANSFERRED EXCEPT IN ACCORDANCE WITH THE FOLLOWINGENTENCE. BY ITS ACQUISITION HEREOF OR OF A
BENEFICIAL INTEREST HEREIN, THE ACQUIRER:

(1) REPRESENTS THAT IT AND ANY ACCOUNT FORMICH IT IS ACTING (A) IS A “QUALIFIED
INSTITUTIONAL BUYER” (A “ QIB ") (WITHIN THE MEANING OF RULE 144A UNDER THE SECURIES ACT) OR (B) IS
LOCATED OUTSIDE THE UNITED STATES AND IS NOT A U.2ERSON (WITHIN THE MEANING OF REGULATION S
UNDER THE SECURITIES ACT) AND THAT IT EXERCISES S®INVESTMENT DISCRETION WITH RESPECT TO EACH
SUCH ACCOUNT AND THAT IT AND ANY SUCH ACCOUNT IS N@ AN AFFILIATE OF YY INC. (THE “ COMPANY "),
AND

(2 AGREES FOR THE BENEFIT OF THE COMPANY AH IT WILL NOT OFFER, SELL, PLEDGE OR
OTHERWISE TRANSFER THIS SECURITY OR ANY BENEFICIAINTEREST HEREIN PRIOR TO THE DATE THAT IS THE
LATER OF (X) ONE YEAR AFTER THE LAST ORIGINAL ISSUBATE HEREOF OR SUCH SHORTER PERIOD OF TIME AS
PERMITTED BY RULE 144 UNDER THE SECURITIES ACT ORNY SUCCESSOR PROVISION THERETO AND (Y) SUCH
LATER DATE, IF ANY, AS MAY BE REQUIRED BY APPLICABIE LAW, EXCEPT:
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(A) TO THE COMPANY OR ANY SUBSIDIARY THEREQFOR

(B) PURSUANT TO A REGISTRATION STATEMENT THRHAS BECOME EFFECTIVE UNDER THE
SECURITIES ACT, OR

©) TO A QIB IN COMPLIANCE WITH RULE 144A UNER THE SECURITIES ACT, OR

(D) THROUGH OFFERS AND SALES THAT OCCUR OUIDE THE UNITED STATES TO PERSONS
WHO ARE NOT U.S. PERSONS WITHIN THE MEANING OF REGHBTION S UNDER THE SECURITIES ACT, OR

(E) PURSUANT TO AN EXEMPTION FROM REGISTRADN PROVIDED BY RULE 144 UNDER THE
SECURITIES ACT (IF AVAILABLE).

PRIOR TO THE REGISTRATION OF ANY TRANSFER IN ACCORDCE WITH CLAUSE (2)(C) ABOVE, THE
TRANSFEROR SHALL FIRST DELIVER TO THE TRUSTEE A WRTEN CERTIFICATE STATING THAT THE SECURITIES ARE
BEING TRANSFERRED TO A PERSON (A) WHO THE TRANSFERG@EASONABLY BELIEVES TO BE A QIB, (B) WHO IS
PURCHASING FOR ITS OWN ACCOUNT OR THE ACCOUNT OF@IB IN A TRANSACTION MEETING THE REQUIREMENTS OF
RULE 144A AND (C) IN ACCORDANCE WITH ALL APPLICABLESECURITIES LAWS OF THE STATES OF THE UNITED STATES
AND OTHER JURISDICTIONS.

PRIOR TO THE REGISTRATION OF ANY TRANSFER IN ACCORDCE WITH CLAUSE (2)(E) ABOVE, THE COMPANY,
THE DEPOSITARY AND THE TRUSTEE RESERVE THE RIGHT TREQUIRE THE DELIVERY OF SUCH LEGAL OPINIONS,
CERTIFICATIONS OR OTHER EVIDENCE AS MAY REASONABLBE REQUIRED IN ORDER TO DETERMINE THAT THE
PROPOSED TRANSFER IS BEING MADE IN COMPLIANCE WITHHE SECURITIES ACT AND APPLICABLE STATE SECURITIES
LAWS. NO REPRESENTATION IS MADE AS TO THE AVAILABIITY OF ANY EXEMPTION FROM THE REGISTRATION
REQUIREMENTS OF THE SECURITIES ACT.

EXCEPT PURSUANT TO, AND IN COMPLIANCE WITH, SECTIOR.10 OF THE INDENTURE PURSUANT TO WHICH THIS
SECURITY WAS ISSUED, NO AFFILIATE (AS DEFINED IN RLE 144 UNDER THE SECURITIES ACT) OF THE COMPANY OR
PERSON THAT HAS BEEN AN AFFILIATE (AS DEFINED IN RLE 144 UNDER THE SECURITIES ACT) OF THE COMPANY
DURING THE THREE IMMEDIATELY PRECEDING MONTHS MAY BRCHASE, OTHERWISE ACQUIRE OR OWN THIS SECURI
OR A BENEFICIAL INTEREST HEREIN.

20




No transfer of any Note prior to the Resale ResticTermination Date will be registered by the dl&egistrar unless the applicable
box on the Form of Assignment and Transfer has lbbenked.

Any Note (or security issued in exchange or sultbih therefor) as to which such restrictions @msfer shall have expired in
accordance with their terms may, upon surrendsuoh Note for exchange to the Note Registrar im@ance with the provisions of this
Section 2.05, be exchanged for a new Note or Nofdike tenor and aggregate principal amount, Wwishall not bear the restrictive legend
required by thisSection 2.05(c) and shall not be assigned a restri€USIP number. The Company shall be entitlédgtuct the Trustee in
writing to so surrender any Global Note as to whsabh restrictions on transfer shall have expireglcicordance with their terms for exchange
and, upon such instruction, the Trustee shall s@sder such Global Note for exchange; and any @kal Note so exchanged therefor shall
not bear the restrictive legend specified in 8gxtion 2.05(c) and shall not be assigned a resdricUSIP number . The Company shall
promptly notify the Trustee upon the occurrencthefResale Restriction Termination Date and aftegsstration statement, if any, with
respect to the Notes or the ADSs (including thes€ka Common Shares represented thereby) issuedogpeersion of the Notes has been
declared effective under the Securities Act.

Notwithstanding any other provisions of this Indemst(other than the provisions set forth in tBéction 2.05(c)), a Global Note may
not be transferred as a whole or in part excefiity(the Depositary to a nominee of the Depositatyyoa nominee of the Depositary to the
Depositary or another nominee of the Depositafyyothe Depositary or any such nominee to a succ&sgositary or a nominee of such
successor Depositary and (i) for transfers ofipos of a Global Note in certificated form made mpequest of a member of, or a participant
in, the Depositary (for itself or on behalf of ankéicial owner) by written notice given to the Tiess by or on behalf of the Depositary in
accordance with customary procedures of the Degrgsitnd in compliance with th&ection 2.05(c).

The Depositary shall be a clearing agency regidtereler the Exchange Act. The Company initiallp@pts The Depository Trust
Company to act as Depositary with respect to edobabNote. Initially, each Global Note shall Issued to the Depositary, registered in the
name of Cede & Co., as the nominee of the Depgsitard deposited with the Trustee as custodiaféate & Co.

If (i) the Depositary notifies the Company at amye that the Depositary is unwilling or unable tmtinue as depositary for the Glo
Notes and a successor depositary is not appointethd0 days, (ii) the Depositary ceases to bésteged as a clearing agency under
Exchange Act and a successor depositary is notiagepowithin 90 days or (iii) an Event of Defaulitivrespect to the Notes has occurred and
is continuing and a beneficial owner of any Notguests that its beneficial interest therein beedsas a Physical Note, the Company shall
execute, and the Trustee, upon receipt of an Oficgertificate and a Company Order for the autication and delivery of Notes, shall
authenticate and deliver (x) in the case of cldii§ea Physical Note to such beneficial ownemiprincipal amount equal to the principal
amount of such Note corresponding to such benébeiaer’'s beneficial interest and (y) in the caselause (i) or (ii), Physical Notes to each
beneficial owner of the related Global Notes (@oation thereof) in an aggregate principal amouutad to the aggregate principal amount of
such Global Notes in exchange for such Global N@ed upon delivery of the Global Notes to the T@asuch Global Notes shall be cance
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Physical Notes issued in exchange for all or a gfatithie Global Note pursuant to tt8ection 2.05(c) shall be registered in such name
and in such authorized denominations as the Depgsjpursuant to instructions from its direct adimect participants or otherwise, shall
instruct the Trustee. Upon execution and authatitio, the Trustee shall deliver such Physical Bledethe Persons in whose names such
Physical Notes are so registered.

At such time as all interests in a Global Note hlawen converted, canceled, repurchased or traedfesuch Global Note shall be,
upon receipt thereof, canceled by the Trusteedoraance with standing procedures and existinguogbns of the Depositary. At any time
prior to such cancellation, if any interest in @k&l Note is exchanged for Physical Notes, condedanceled, repurchased or transferred to a
transferee who receives Physical Notes therefangrPhysical Note is exchanged or transferred dor @f such Global Note, the principal
amount of such Global Note shall, in accordancé te standing procedures and existing instructidribe Depositary, be appropriately
reduced or increased, as the case may be, andlarsement shall be made on such Global Note, by ithstee, to reflect such reduction or
increase.

None of the Company, the Trustee, any agent o€tirapany or any agent of the Trustee shall haveespgonsibility or liability for
any aspect of the records relating to or paymertdenon account of beneficial ownership interests Gfobal Note or maintaining, supervising
or reviewing any records relating to such beneficiegnership interests.

(d) Until the Resale Restriction Terminatidate, any certificate representing ADSs (includimg Class A Common Shares
represented thereby) issued upon conversion ole R4A Note shall bear a legend in substantidiéyfollowing form (unless the Rule 144A
Note or such ADSs (including the Class A Commonr&haepresented thereby) has been transferredgmirgua registration statement t
has become or been declared effective under theriBes Act and that continues to be effectivehat time of such transfer, or pursuant to the
exemption from registration provided by Rule 144y similar provision then in force under the S#ims Act, or such ADS or the Class A
Common Shares represented thereby have been isgaraonversion of Rule 144A Notes that have besrsterred pursuant to a registration
statement that has become or been declared effaativer the Securities Act and that continues teffeetive at the time of such transfer, or
pursuant to the exemption from registration proglidg Rule 144 or any similar provision then in ®rumnder the Securities Act, or unless
otherwise agreed by the Company with written natiereof to the Trustee and any transfer agerthfoADSSs):

THIS SECURITY AND THE CLASS A COMMON SHARES REPRESEED HEREBY HAVE NOT BEEN REGISTERED
UNDER THE SECURITIES ACT OF 1933, AS AMENDED (THESECURITIES ACT "), AND MAY NOT BE OFFERED, SOLD,
PLEDGED OR OTHERWISE TRANSFERRED EXCEPT IN ACCORDEHN WITH THE FOLLOWING SENTENCE. BY ITS
ACQUISITION HEREOF OR OF A BENEFICIAL INTEREST HERE, THE ACQUIRER:
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(1) REPRESENTS THAT IT AND ANY ACCOUNT FORMICH IT IS ACTING (A) IS A “QUALIFIED
INSTITUTIONAL BUYER” (A “QIB") (WITHIN THE MEANING OF RULE 144A UNDER THE SECURITIES ACT) OR (B) IS
LOCATED OUTSIDE THE UNITED STATES AND IS NOT A U.2ERSON (WITHIN THE MEANING OF REGULATION S
UNDER THE SECURITIES ACT) AND THAT IT EXERCISES S®INVESTMENT DISCRETION WITH RESPECT TO EACH
SUCH ACCOUNT AND THAT IT AND ANY SUCH ACCOUNT IS N@ AN AFFILIATE OF YY INC. (THE “ COMPANY "),
AND

(2 AGREES FOR THE BENEFIT OF THE COMPANY AH IT WILL NOT OFFER, SELL, PLEDGE OR
OTHERWISE TRANSFER THIS SECURITY OR ANY BENEFICIAINTEREST HEREIN PRIOR TO THE DATE THAT IS THE
LATER OF (X) ONE YEAR AFTER THE LAST ORIGINAL ISSUBATE OF THE SERIES OF NOTES UPON THE
CONVERSION OF WHICH THIS SECURITY WAS ISSUED OR SHGHORTER PERIOD OF TIME AS PERMITTED BY
RULE 144 UNDER THE SECURITIES ACT OR ANY SUCCESS®ROVISION THERETO AND (Y) SUCH LATER DATE, IF
ANY, AS MAY BE REQUIRED BY APPLICABLE LAW, EXCEPT:

(A) TO THE COMPANY OR ANY SUBSIDIARY THEREQFOR

(B) PURSUANT TO A REGISTRATION STATEMENT THRHAS BECOME EFFECTIVE UNDER THE
SECURITIES ACT, OR

© TO A QIB IN COMPLIANCE WITH RULE 144A URER THE SECURITIES ACT, OR

(D) THROUGH OFFERS AND SALES THAT OCCUR OUIDE THE UNITED STATES TO PERSONS
WHO ARE NOT U.S. PERSONS WITHIN THE MEANING OF REGHTION S UNDER THE SECURITIES ACT, OR

(E) PURSUANT TO AN EXEMPTION FROM REGISTRADN PROVIDED BY RULE 144 UNDER THE
SECURITIES ACT (IF AVAILABLE).

PRIOR TO THE REGISTRATION OF ANY TRANSFER IN ACCORMINCE WITH CLAUSE 2(D) ABOVE, THE TRANSFEROR
SHALL FIRST DELIVER TO THE TRUSTEE A WRITTEN CERTIEATE STATING THAT SUCH TRANSFER IS BEING MADE IN
ACCORDANCE WITH RULE 903 OR 904 OF REGULATION S.

PRIOR TO THE REGISTRATION OF ANY TRANSFER IN ACCORDCE WITH CLAUSE (2)(E) ABOVE, THE COMPANY,
THE DEPOSITARY AND THE TRANSFER AGENT FOR THE COMRY’S AMERICAN DEPOSITARY SHARES RESERVE THE
RIGHT TO REQUIRE THE DELIVERY OF SUCH LEGAL OPINIOS| CERTIFICATIONS OR OTHER EVIDENCE AS MAY
REASONABLY BE REQUIRED IN ORDER TO DETERMINE THATHE PROPOSED TRANSFER IS BEING MADE IN COMPLIANCE
WITH THE SECURITIES ACT AND APPLICABLE STATE SECURIES LAWS. NO REPRESENTATION IS MADE AS TO THE
AVAILABILITY OF ANY EXEMPTION FROM THE REGISTRATION REQUIREMENTS OF THE SECURITIES ACT.
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NO AFFILIATE (AS DEFINED IN RULE 144 UNDER THE SECRITIES ACT) OF THE COMPANY OR PERSON THAT HAS
BEEN AN AFFILIATE (AS DEFINED IN RULE 144 UNDER THESECURITIES ACT) OF THE COMPANY DURING THE THREE
IMMEDIATELY PRECEDING MONTHS MAY PURCHASE, OTHERWIBE ACQUIRE OR OWN THIS SECURITY OR A BENEFICIAL
INTEREST HEREIN.

Until the Resale Restriction Termination Date, atock certificate representing ADSs (including @lass A Common Shares
represented thereby) issued upon conversion ofjalR@&n S Note shall bear a legend in substaptthl following form (unless the
Regulation S Note or such ADSs (including the Clag3ommon Shares represented thereby) has beesfdreed pursuant to a registration
statement that has become or been declared effagtier the Securities Act and that continues teftaetive at the time of such transfer, or
pursuant to the exemption from registration progidg Rule 144 or any similar provision then in ®rumnder the Securities Act, or such ADSs
(including the Class A Common Shares representeelily) have been issued upon conversion of Regnl&tiNotes that have been transferre
pursuant to a registration statement that has bearheen declared effective under the Securiti@saAd that continues to be effective at the
time of such transfer, or pursuant to the exemgftiom registration provided by Rule 144 or any $amprovision then in force under the
Securities Act, or unless otherwise agreed by the@ny with written notice thereof to the Trustad any transfer agent for the ADSSs):

THIS SECURITY HAS NOT BEEN REGISTERED UNDER THE SHRITIES ACT OF 1933, AS AMENDED (THE *“
SECURITIES ACT "), AND MAY NOT BE OFFERED, SOLD, PLEDGED OR OTHERMSE TRANSFERRED EXCEPT IN
ACCORDANCE WITH THE FOLLOWING SENTENCE. BY ITS ACQSITION HEREOF OR OF A BENEFICIAL INTEREST HEREIN,
THE ACQUIRER:

(1) REPRESENTS THAT IT AND ANY ACCOUNT FORMICH IT IS ACTING (A) IS A “QUALIFIED
INSTITUTIONAL BUYER” (A “QIB”) (WITHIN THE MEANING OF RULE 144A UNDER THE SECURITIES ACT) OR (B) IS
LOCATED OUTSIDE THE UNITED STATES AND IS NOT A U.2ERSON (WITHIN THE MEANING OF REGULATION S
UNDER THE SECURITIES ACT) AND THAT IT EXERCISES SEINVESTMENT DISCRETION WITH RESPECT TO EACH
SUCH ACCOUNT AND THAT IT AND ANY SUCH ACCOUNT IS N@ AN AFFILIATE OF YY INC. (THE “ COMPANY "),
AND

(2 AGREES FOR THE BENEFIT OF THE COMPANY AH IT WILL NOT OFFER, SELL, PLEDGE OR
OTHERWISE TRANSFER THIS SECURITY OR ANY BENEFICIAINTEREST HEREIN PRIOR TO THE DATE THAT IS THE
LATER OF (X) ONE YEAR AFTER THE LAST ORIGINAL ISSUBATE OF THE SERIES OF NOTES UPON THE
CONVERSION OF WHICH THIS SECURITY WAS ISSUED OR SHGHORTER PERIOD OF TIME AS PERMITTED BY
RULE 144 UNDER THE SECURITIES ACT OR ANY SUCCESS®ROVISION THERETO AND (Y) SUCH LATER DATE, IF
ANY, AS MAY BE REQUIRED BY APPLICABLE LAW, EXCEPT:
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(A) TO THE COMPANY OR ANY SUBSIDIARY THEREQFOR

(B) PURSUANT TO A REGISTRATION STATEMENT THRHAS BECOME EFFECTIVE UNDER THE
SECURITIES ACT, OR

(©) TO A QIB IN COMPLIANCE WITH RULE 144A UNER THE SECURITIES ACT, OR

(D) THROUGH OFFERS AND SALES THAT OCCUR OUIDE THE UNITED STATES TO PERSONS WHO ARE
NOT U.S. PERSONS WITHIN THE MEANING OF REGULATION BNDER THE SECURITIES ACT, OR

(E) PURSUANT TO AN EXEMPTION FROM REGISTRADN PROVIDED BY RULE 144 UNDER THE
SECURITIES ACT (IF AVAILABLE).

PRIOR TO THE REGISTRATION OF ANY TRANSFER IN ACCORDCE WITH CLAUSE (2)(C) ABOVE, THE
TRANSFEROR SHALL FIRST DELIVER TO THE TRUSTEE A WRTEN CERTIFICATE STATING THAT THE SECURITIES ARE
BEING TRANSFERRED TO A PERSON (A) WHO THE TRANSFERG@EASONABLY BELIEVES TO BE A QIB, (B) WHO IS
PURCHASING FOR ITS OWN ACCOUNT OR THE ACCOUNT OF@IB IN A TRANSACTION MEETING THE REQUIREMENTS OF

RULE 144A AND (C) IN ACCORDANCE WITH ALL APPLICABLESECURITIES LAWS OF THE STATES OF THE UNITED STATES
AND OTHER JURISDICTIONS.

PRIOR TO THE REGISTRATION OF ANY TRANSFER IN ACCORDCE WITH CLAUSE (2)(E) ABOVE, THE COMPANY,
THE DEPOSITARY AND THE TRUSTEE RESERVE THE RIGHT TREQUIRE THE DELIVERY OF SUCH LEGAL OPINIONS,
CERTIFICATIONS OR OTHER EVIDENCE AS MAY REASONABLBE REQUIRED IN ORDER TO DETERMINE THAT THE
PROPOSED TRANSFER IS BEING MADE IN COMPLIANCE WITHHE SECURITIES ACT AND APPLICABLE STATE SECURITIES
LAWS. NO REPRESENTATION IS MADE AS TO THE AVAILABIITY OF ANY EXEMPTION FROM THE REGISTRATION
REQUIREMENTS OF THE SECURITIES ACT.

NO AFFILIATE (AS DEFINED IN RULE 144 UNDER THE SECRITIES ACT) OF THE COMPANY OR PERSON THAT HAS
BEEN AN AFFILIATE (AS DEFINED IN RULE 144 UNDER THESECURITIES ACT) OF THE COMPANY DURING THE THREE
IMMEDIATELY PRECEDING MONTHS MAY PURCHASE, OTHERWIE ACQUIRE OR OWN THIS SECURITY OR A BENEFICIAL
INTEREST HEREIN

Any such ADSs as to which such restrictions ondfanshall have expired in accordance with themtemay, upon surrender of the
certificates representing such ADSs for exchangaordance with the procedures of the transfemtfge the ADSs, be exchanged for a new
certificate or certificates for a like aggregatenter of ADSs, which shall not bear the restrictagend required by thiSection 2.05(d).
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(e) Any Note or ADS delivered upon the casi@n or exchange of a Note that is repurchasedvoed by any Affiliate of the
Company may not be resold by such Affiliate unieggstered under the Securities Act or resold mnsto an exemption from, or in a
transaction not subject to, the registration rezrugnts of the Securities Act in a transaction tesiilts in such Note or ADS, as the case may
be, no longer being a “restricted security” (asrief under Rule 144 under the Securities Act). Thmpany shall cause any Note that is
repurchased or owned by it to be surrendered td thetee for cancellation in accordance v@8tction 2.08.

Section 2.06 Mutilated, Destroyed, Lost or Stolen Notes case any Note shall become mutilated or b&@e=d, lost or stolen, the
Company in its discretion may execute, and uporCii@pany’s written request the Trustee shall auitate and deliver, a new Note, bearing
a registration number not contemporaneously oulstgnin exchange and substitution for the mutdatite, or in lieu of and in substitution
for the Note so destroyed, lost or stolen. Ingwase the applicant for a substituted Note shatii§h to the Company and to the Trustee suct
security and/or indemnity as may be required bynthe save each of them harmless from any losslitigltost or expense caused by or
connected with such substitution, and, in evergadsiestruction, loss or theft, the applicantishlab furnish to the Company and to the
Trustee evidence to their satisfaction of the desiton, loss or theft of such Note and of the owhgr thereof.

The Trustee may authenticate any such substitutde &hd deliver the same upon the receipt of sectrgy and/or indemnity as the
Trustee and the Company may require. No serviaegehshall be imposed by the Company, the Tradgjent, the Note Registrar, any co-
Note Registrar or the Paying Agent upon the isseafi@ny substitute Note, but the Company and thstée may require a Holder to pa
sum sufficient to cover any documentary, stamprailar issue or transfer tax required in connectiogrewith as a result of the name of the
Holder of the new substitute Note being differentf the name of the Holder of the old Note thatipee mutilated or was destroyed, lost or
stolen. In case any Note that has matured oraatalb mature or has been surrendered for requingarchase or redemption or is about to be
converted in accordance wiffrticle 14 shall become mutilated or be destroyest, or stolen, the Company may, in its sole digene instead
of issuing a substitute Note, pay or authorizepégment of or convert or authorize the conversibih® same (without surrender thereof ex
in the case of a mutilated Note), as the case reaif the applicant for such payment or conversball furnish to the Company and to the
Trustee such security and/or indemnity as may feired by them to save each of them harmless fptcas, liability, cost or expense caused
by or connected with such substitution, and, imgwase of destruction, loss or theft, evidenciesfattory to the Company, and the Trustee
evidence of their satisfaction of the destructioss or theft of such Note and of the ownershipetbke

Every substitute Note issued pursuant to the piavisof thisSection 2.06 by virtue of the fact that any Notdestroyed, lost or stol
shall constitute an additional contractual obligatof the Company, whether or not the destroyext,dostolen Note shall be found at any time
and shall be entitled to all the benefits of (Hwlsbe subject to all the limitations set forth this Indenture equally and proportionately with
any and all other Notes duly issued hereunderth&extent permitted by law, all Notes shall beltesid owned upon the express condition
the foregoing provisions are exclusive with respedhe replacement or payment or conversion annekase or redemption of mutilated,
destroyed, lost or stolen Notes and shall prechmdeand all other rights or remedies notwithstagdiny law or statute existing or hereafter
enacted to the contrary with respect to the reptece or payment or or redemption or conversionegfatiable instruments or other securities
without their surrender.
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Section 2.07 Temporary Notes.Pending the preparation of Physical Notes, the@any may execute and the Trustee shall, upon
written request of the Company, authenticate atigeteemporary Notes (printed or lithographed)emporary Notes shall be issuable in any
authorized denomination, and substantially in threnfof the Physical Notes but with such omissiamsgrtions and variations as may be
appropriate for temporary Notes, all as may berdeted by the Company. Every such temporary Nbé&d $e executed by the Company and
authenticated by the Trustee upon the same conditind in substantially the same manner, and Witlsame effect, as the Physical
Notes. Without unreasonable delay, the Company skecute and deliver to the Trustee Physical Blgsgher than any Global Note) a
thereupon any or all temporary Notes (other thgnGlobal Note) may be surrendered in exchange fiierat each office or agency maintai
by the Company pursuant &ection 4.02 and the Trustee shall authenticatalafder in exchange for such temporary Notes amkgggrega
principal amount of Physical Notes. Such exchaigdl be made by the Company at its own expensevihdut any charge therefor. Until
exchanged, the temporary Notes shall in all respeetentitled to the same benefits and subjetig@ame limitations under this Indenture as
Physical Notes authenticated and delivered hergunde

Section 2.08 Cancellation of Notes Paid, Converted, Efthe Company shall cause all Notes surrenderethépurpose of
payment, repurchase, redemption, registrationaoisfier or exchange or conversion, if surrendereshyoPerson other than the Trustee
(including any of the Company’s agents, SubsidsaoieAffiliates), to be delivered and surrenderethe Trustee for cancellation. All Notes
delivered to the Trustee shall be canceled proniptlig, and, except in the case of Notes surrertifmeregistration of transfer or exchange, nc
Notes shall be authenticated in exchange theremfpbas expressly permitted by any of the provisiofithis Indenture. The Trustee st
dispose of canceled Notes in accordance with Bsoonary procedures and, after such dispositiodl dbkver a certificate of such cancellation
and disposition to the Company, at the Companyitemrequest in a Company Order.

Section 2.09 CUSIP Numbers.The Company in issuing the Notes may use “CUSIR"Nbers (if then generally in use), and, if so,
the Trustee shall use “CUSIP” numbers in all natiissued to Holders as a convenience to such Hpjgd@wvidedthat any such notice may
state that no representation is made as to theatogss of such numbers either as printed on thesNwo on such notice and that reliance may
be placed only on the other identification numh®isted on the Notes. The Company shall prompblyfyr the Trustee in writing of any
change in the “CUSIP” numbers. Prior to the Nétengibility Date, the Rule 144A Notes and the Ratjah S Notes shall have different
“CUSIP” numbers. Following the Notes Fungibility t2athe Rule 144A Notes and the Regulation S Neltedl have the same “CUSIP”
number.
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Section 2.10 Additional Notes; Repurchased-he Company may, without the consent of the Hsldad notwithstandingection
2.01, reopen this Indenture and issue additionadbereunder with the same terms and with the €& P number (or, if prior to the
Fungibility Date, the same CUSIP numbers as the R4#A Notes or the Regulation S Notes, as appéfals the Notes initially issued
hereunder (except for any differences in the igsice and interest accrued, if any) in an unlimiggdregate principal amoumt;ovidedthat if
any such additional Notes are not fungible withNuges initially issued hereunder for U.S. fedeedurities laws or income tax purposes, suc
additional Notes shall have a separate CUSIP nufntxer both the Rule 144A Notes and the Regulatidso®s. Prior to the issuance of any
such additional Notes, the Company shall delivah&Trustee a Company Order, an Officers’ Cedticand an Opinion of Counsel, such
Officers’ Certificate and Opinion of Counsel to eowuch matters, in addition to those require&bégtion 17.06, as the Trustee shall
reasonably request. In addition, the Company rwaghe extent permitted by law, and directly oriiedtly (regardless of whether such Notes
are surrendered to the Company), repurchase Notbg iopen market or otherwise, whether by the Gompr through its Subsidiaries or
through a private or public tender or exchangeraffehrough counterparties to private agreememtse Company shall cause any Notes so
repurchased to be surrendered to the Trustee fizetation in accordance withection 2.08. The Company may also enter into-sattted
swaps or other derivatives with respect to the Bloteor the avoidance of doubt, any Notes undeglgiinch cash-settled swaps or other
derivatives shall not be required to be surrendayelle Trustee for cancellation in accordance Bilhtion 2.08 and will continue to be
considered outstanding for purposes of this Indensubject to the provisions 8&ction 8.04 .

ARTICLE 3
SATISFACTION AND DISCHARGE

Section 3.01 Satisfaction and DischargeThis Indenture shall upon request of the Compammtained in an Officers’ Certificate
cease to be of further effect, and the Trustetheaéxpense of the Company, shall execute propguiments acknowledging satisfaction and
discharge of this Indenture, when (a) (i) all Ndtesretofore authenticated and delivered (other {kaNotes which have been destroyed, lost
or stolen and which have been replaced or paid@sded inSection 2.06 and (y) Notes for whose payment mdeytheretofore been
deposited in trust or segregated and held in byshe Company and thereafter repaid to the Compauscharged from such trust, as
provided inSection 4.04(d)) have been delivered to the Trusteeancellation; or (ii) the Company has depakitéth the Trustee or delivered
to Holders, as applicable, after the Notes haveinecdue and payable, whether on the Maturity DhéeRepurchase Date, any Fundamental
Change Repurchase Date, upon Tax Redemption oecsiom or otherwise, cash or cash and ADSs, if(aalely to satisfy the Company’s
Conversion Obligation, if applicable), sufficientpay all of the outstanding Notes and all othensdue and payable under this Indenture by
the Company; and (b) the Company has delivereldgdtustee an Officers’ Certificate and an OpiroéiCounsel, each stating that all
conditions precedent herein provided for relatmghte satisfaction and discharge of this Indentianee been complied with. Notwithstanding
the satisfaction and discharge of this Indentdre abligations of the Company to the Trustee usdgtion 7.06 shall survive.
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ARTICLE 4
PARTICULAR COVENANTS OF THE COMPANY

Section 4.01 Payment of Principal and InteresfThe Company covenants and agrees that it wikeao be paid the principal
(including the Repurchase Price, Tax RedemptioceRand the Fundamental Change Repurchase Praggpli€able) of, and accrued and
unpaid interest on, each of the Notes at the platdbe respective times and in the manner provigzein and in the Notes.

Section 4.02 Maintenance of Office or Agencylhe Company will maintain in the Borough of Mattaa, The City of New York, a
office or agency (which will be the Corporate Tr@fice initially) where the Notes may be surreratefor registration of transfer or exchange
or for presentation for payment or repurchasedying Agent”) or for conversion (‘Conversion Agent”) and where notices and demands to
or upon the Company in respect of the Notes argditltienture may be served. The Company will gioenpt written notice to the Trustee of
the location, and any change in the location, chsaffice or agency. If at any time the Companglistail to maintain any such required office
or agency or shall fail to furnish the Trustee witik address thereof, such presentations, surenugices and demands may be made or
served at the Corporate Trust Office or the oficagency of the Trustee in the Borough of Manmaftdne City of New York.

The Company may also from time to time designateoalNote Registrars one or more other offices enages where the Notes may
be presented or surrendered for any or all suchgzes and may from time to time rescind such dasimms;providedthat no such designation
or rescission shall in any manner relieve the Comip its obligation to maintain an office or aggnie the Borough of Manhattan, The City
New York, for such purposes. The Company will givempt written notice to the Trustee of any suekighation or rescission and of ¢
change in the location of any such other officagency. The termsPaying Agent” and “ Conversion Agent” include any such additional
or other offices or agencies, as applicable.

The Company hereby initially designates the Truagethe Paying Agent, Note Registrar and Convesgent and the Corporate
Trust Office and the office or agency of the Trestethe Borough of Manhattan, The City of New Y,agkch shall be considered as one such
office or agency of the Company for each of theedaid purposes.

Section 4.03 Appointments to Fill Vacancies in Trustee’s €fi The Company, whenever necessary to avoid aa fithkcancy in the
office of Trustee, will appoint, in the manner pided inSection 7.09, a Trustee, so that there shall dinadls be a Trustee hereunder.

Section 4.04 Provisions as to Paying Agen{a) If the Company shall appoint a Paying Ageghteothan the Trustee, the Company
will cause such Paying Agent to execute and detivéne Trustee an instrument in which such agleall agree with the Trustee, subject to the
provisions of thisSection 4.04:

0] that it will hold all sums held by it @sich agent for the payment of the principal (idaig the Repurchase Price, Tax

Redemption Price and the Fundamental Change RegmedPrice, if applicable) of, and accrued and whjpaéerest on, the Notes for
the benefit of the Holders of the Notes;
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(i) that it will give the Trustee prompttice of any failure by the Company to make any paytof the principal
(including the Repurchase Price, Tax RedemptioceRand the Fundamental Change Repurchase Pragagli€able) of, and accrued
and unpaid interest on, the Notes when the saniebghdue and payable; and

(iii) that at any time during the continuaraf an Event of Default, upon request of the Tesit will forthwith pay to th
Trustee all sums so held.

The Company shall, on or before each due dateegptimcipal (including the Repurchase Price, Tagd®eption Price and the
Fundamental Change Repurchase Price, if applicable) accrued and unpaid interest on, the Nategpsit with the Paying Agent a sum
sufficient to pay such principal (including the Reghase Price, Tax Redemption Price and the Funuam@hange Repurchase Price, if
applicable) or accrued and unpaid interest ance@snsuch Paying Agent is the Trustee) the Compdhgremptly notify the Trustee of any
failure to take such actioprovidedthat such deposit must be received by the PayirenfAgy 10:00 a.m., New York City time, on the relpt/
due date. The Paying Agent shall not be boundakenany payment until it has received, in immedijadgailable and cleared funds, an
amount which shall be sufficient to pay, as applieathe aggregate amount of principal (includirepBrchase Price and Fundamental Chang
Repurchase Price, if applicable) of, or accruedwamghid interest on, the Notes when such prin@patterest shall become due and payable.
The Paying Agent shall not be responsible or lifteany delay in making the payment if it does remteive funds before 10:00 a.m. on the
payment date.

(b) If the Company shall act as its own Rgyhgent, it will, on or before each due date @& ghincipal (including the Repurchase
Price, Tax Redemption Price and the Fundamentah@h&epurchase Price, if applicable) of, and actame unpaid interest on, the Notes, se
aside, segregate and hold in trust for the bené&ftie Holders of the Notes a sum sufficient to pagh principal (including the Repurchase
Price, Tax Redemption Price and the Fundamentah@hRepurchase Price, if applicable) and accruddiapaid interest so becoming due
will promptly notify the Trustee in writing of arfgilure to take such action and of any failure by Company to make any payment of the
principal (including the Repurchase Price, Tax Replton Price and the Fundamental Change Repurdrése if applicable) of, or accrued
and unpaid interest on, the Notes when the saniebgtame due and payable.

(c) Anything in thisSection 4.04 to the contrary notwithstanding, tieenfany may, at any time, for the purpose of obhajra
satisfaction and discharge of this Indenture, oafoy other reason, pay, cause to be paid or ddbtivine Trustee all sums or amounts held by
the Company in trust or by any Paying Agent asireduby thisSection 4.04, such sums or amounts to be heldé¥iistee upon the trusts
herein contained and upon such payment or delivgthhe Company or any Paying Agent to the TrudteeCompany or such Paying Agent
shall be released from all further liability butlpmvith respect to such sums or amounts.
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(d) Any money and ADSs deposited with thastee or any Paying Agent, or then held by the Gampin trust for the payment
of principal (including the Repurchase Price, Ta&dBmption Price and the Fundamental Change Rem@éhice, if applicable) of, and
accrued and unpaid interest on, any Note (or,erctse of ADSs, in satisfaction of the Conversibfigation) and remaining unclaimed for t
years after such principal (including the Repureh@sce, Tax Redemption Price and the Fundamemt@h@®: Repurchase Price, if applical
or interest has become due and payable shall deopalelivered, as the case may be, to the Compamgquest of the Company contained in
an Officers’ Certificate, or (if then held by the@@pany) shall be discharged from such trust; aedHblder of such Note shall thereafter, as ar
unsecured general creditor, look only to the Corgganpayment thereof, and all liability of the Bitae or such Paying Agent with respect to
such money and ADSs, and all liability of the Comypas trustee thereof, shall thereupon cearssjided, however, that the Trustee or such
Paying Agent, before being required to make any sapayment or delivery, may at the expense oCiipany cause to be published once
a newspaper published in the English languagepmasily published on each Business Day and of ggméculation in The Borough of
Manhattan, The City of New York, notice that sucbnay and ADSs remains unclaimed and that, aftete specified therein, which shall not
be less than 30 days from the date of such pulditaany unclaimed balance of such money and AB&s temaining will be repaid or
delivered to the Company.

Section 4.05 Existence. Subject tdArticle 11, the Company shall do or cause to beedalhthings necessary to preserve and keep i
full force and effect its corporate existence.

Section 4.06 Rule 144A Information Requirement and AnnualdRsp (a) At any time the Company is not subject toti®a 13 or
15(d) of the Exchange Act, the Company shall, g las any of the Notes, any ADSs deliverable upmversion thereof or any Class A
Common Shares underlying ADSs deliverable upon emion thereof shall, at such time, constitutetfieted securities” within the meaning
of Rule 144(a)(3) under the Securities Act, promptiovide to the Trustee and shall, upon writtequest, provide to any Holder, beneficial
owner or prospective purchaser of such Notes oA8s deliverable upon conversion of such Notes nformation required to be delivered
pursuant to Rule 144A(d)(4) under the Securitiestdacilitate the resale of such Notes or ADSsspant to Rule 144A. The Company shall
take such further action as any Holder or bendfaamer of such Notes or such ADSs may reasonaujyest to the extent from time to time
required to enable such Holder or beneficial ovtoesell such Notes or ADSs in accordance with RdlA, as such rule may be amended
from time to time.

(b) The Company shall provide to the Trustéhin 15 days after the same are required tdlbd fvith the Commission, copies
any documents or reports that the Company is requo file with the Commission pursuant to Secfti@mor 15(d) of the Exchange Act (giving
effect to any applicable grace period provided jeRL2b-25 under the Exchange Act). Any such damitror report that the Company files
with the Commission via the Commission’s EDGAR sysishall be deemed to be provided to the Trusteguigposes of thiSection 4.06(b)
the time such documents are filed via the EDGAResys The Trustee shall have no obligation to deitee if and when the Company’s
statements or reports are publically available @nai¢cessible electronically.
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(c) Delivery of the reports and documentsctibed in thisSection 4.06 to the Trustee is for informationalpmses only, and the
Trustee’s receipt of such shall not constitute @otn constructive notice or knowledge of any infiation contained therein or determinable
from information contained therein, including therpanys compliance with any of its covenants hereundetdavhich the Trustee is entitl
to conclusively rely on an Officers’ Certificate).

(d) If, at any time during the six-month jperbeginning on, and including, the date thabxsxsonths after the last date of original
issuance of the Notes, the Company fails to tinfildyany document or report that it is requiredibe with the Commission pursuant to Section
13 or 15(d) of the Exchange Act, as applicablee(adiving effect to all applicable grace periodsrdunder and other than reports on Form 6-
K), or the Notes are not otherwise freely tradddyléHolders other than the Company’s Affiliates ga®sult of restrictions pursuant to U.S.
securities laws or the terms of this IndenturenerNotes), the Company shall pay Additional Inteogsthe Notes. Such Additional Interest
shall accrue on the Notes at the rate of 0.50%peum of the principal amount of the Notes outstagnébr each day during such period for
which the Company'’s failure to file has occurred &ncontinuing or the period during which the No#ge not freely tradable by Holders that
are not Affiliates of the Company, as the case bgywithout restrictions pursuant to U.S. secwsiléavs or the terms of this Indenture or the
Notes. As used in thSection 4.06(d), documents or reports that the Gamjis required to “file” with the Commission pussu to Section 13
or 15(d) of the Exchange Act does not include dozmis or reports that the Company furnishes to tham@ission pursuant to Section 13 or 15
(d) of the Exchange Act.

(e) If, and for so long as, the restrictiegend on the Notes specifiedSection 2.05(c) has not been removed, the Notes are
assigned a restricted CUSIP or the Notes are hetwtse freely tradable by Holders other than tben@any’s Affiliates (without restrictions
pursuant to U.S. securities laws or the termsisfltidenture or the Notes) as of the 375th day #fie last date of original issuance of the
Notes, the Company shall pay Additional Interesth@nNotes at a rate equal to 0.50% per annumeoptimcipal amount of Notes outstand
until the restrictive legend on the Notes has lreemoved in accordance wigection 2.05(c), the Notes have been assignedrastunted
CUSIP and the Notes are freely tradable by Hold#rer than the Company’s Affiliates (without restions pursuant to U.S. securities laws or
the terms of this Indenture or the Notes).

® Additional Interest will be payable inrears on each Interest Payment Date followinguaddn the same manner as regular
interest on the Notes.

(9) The Additional Interest that is payalni@ccordance witlsection 4.06(d) oBection 4.06(e) shall be in addition to, and not in
lieu of, any Additional Interest that may be payehs$ a result of the Company’s election pursua8etdion 6.03. In no event shall Additional
Interest accrue on any day under the terms ofitidisnture (taking any Additional Interest payahlesmant tdSection 4.06(d) an8ection 4.06
(e) together with any Additional Interest payableguant tdSection 6.03) at annual rate in excess of 0.50%draggregate, for any violation
or Default caused by the Company’s failure to beent in respect of its Exchange Act reporting gations.
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(h) If Additional Interest is payable by tBempany pursuant t8ection 4.06(d) oBection 4.06(e), the Company shall deliver to
the Trustee an Officers’ Certificate to that effsiztting (i) the amount of such Additional Interékst is payable and (ii) the date on which suct
Additional Interest is payable. Unless and unflesponsible Officer of the Trustee receives atibiporate Trust Office such a certificate,
Trustee may assume without inquiry that no suchitaithl Interest is payable. If the Company haisl gaich Additional Interest directly to t
Persons entitled to it, the Company shall delieethe Trustee an Officers’ Certificate setting ffiattie particulars of such payment.

Section 4.07 Additional Amountga) All payments and deliveries made by, or on Baifathe Company or any successor to the
Company under or with respect to this Indenturethed\otes, including, but not limited to, paymestt@rincipal (including, if applicable, the
Repurchase Price, Tax Redemption Price and thedruadtal Change Repurchase Price), payments oésttend deliveries of ADSs (toget!
with payment of cash in lieu of any fractional AD§)on conversion of the Notes, shall be made withgthholding or deduction for, or on
account of, any present or future taxes, dutiegssnents or governmental charges of whatevereniatposed or levied by or within any
jurisdiction in which the Company or any succegssdhe Company is, for tax purposes, organize@sident or doing business" Taxing
Jurisdiction ") or through which payment is made or deemed nf{adany political subdivision or taxing authorityereof or therein) (together
with each Taxing Jurisdiction, each, as applicableRelevant Taxing Jurisdiction™), unless such withholding or deduction is requireddvy
or by regulation or governmental policy having thece of law. The Trustee shall be entitled to makg withholding or deduction pursuant to
an agreement described in Section 1471(b) of thee@o otherwise imposed pursuant to Sections 1drbLigh 1474 of the Code and any
regulations or agreements thereunder or offici@rpretations thereof. The Company will provide Trustee with sufficient information so as
to enable the Trustee to determine whether ortrisobliged to make such a withholding or deduttidn the event that any such withholding
or deduction is so required, the Company or angessor to the Company shall pay to each benebaakr such additional amounts (*
Additional Amounts ") as may be necessary to ensure that the net ameegived by the beneficial owner after such walding or deduction
(and after deducting any taxes on the Additionalofints) shall equal the amounts that would have beszived by such beneficial owner had
no such withholding or deduction been requiradyvidedthat that no Additional Amounts shall be payable:

0] for or on account of:

(A) any tax, duty, assessment or other gawental charge that would not have been imposeébbut

(1) the existence of any present or fornmemection between the Holder or beneficial owner of
such Note and the Relevant Taxing Jurisdictioneiothan merely holding such Note or the receipgayfments
thereunder, including, without limitation, such Het or beneficial owner being or having been aomati
domiciliary or resident of such Relevant Taxingisdiction or treated as a resident thereof or beinigaving been
physically present or engaged in a trade or busitieein or having or having had a permanent ksafent
therein;
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(2) the presentation of such Note (in caseghich presentation is required) more than 30sday
after the later of the date on which the paymenhefprincipal of (including the Repurchase Prica&x Redemption
Price and Fundamental Change Repurchase Prigapli€able) and interest on, such Note or the dejiwé ADSs
(together with payment of cash in lieu of any fimeal ADS) upon conversion of such Note becameahgepayable
pursuant to the terms thereof or was made or dulyiged for; or

3) the failure of the Holder or beneficianer to comply with a timely request from the Cemyp
or any successor of the Company, addressed todhteeHor beneficial owner, as the case may berduige
certification, information, documents or other ende concerning such Holder’s or beneficial owne&dgonality,
residence, identity or connection with the Releveanrting Jurisdiction, or to make any declaratiosatisfy any
other reporting requirement relating to such maftéand to the extent that due and timely conmgié&awith such
request is required by statute, regulation or atstrative practice of the Relevant Taxing Jurisdictin order to
reduce or eliminate any withholding or deductionia#hich Additional Amounts would have otherwisseh
payable to such Holder or beneficial owner;

(B) any estate, inheritance, gift, salensfar, excise, personal property or similar tagseasment or other
governmental charge;

© any tax, duty, assessment or other gowental charge that is payable otherwise than biyhelding from
payments under or with respect to the Notes;

(D) any tax, assessment, withholding or déda required by FATCA, any current or future Tseey
Regulations or rulings promulgated thereunder,lany regulation or other official guidance enaciedny jurisdiction
implementing FATCA, any intergovernmental agreenimitveen the United States and any other jurisgidth implement
FATCA or any law enacted by such other jurisdictiorgive effect to such agreement, or any agreemithtthe U.S. Intern:
Revenue Service under FATCA; or

(E) any combination of taxes, duties, agsests or other governmental charges referred tioeipreceding
clauses (A), (B), (C) or (D); or

(i) with respect to any payment of the pipal of (including the Repurchase Price, Tax Reat#mn Price and

Fundamental Change Repurchase Price, if applicablk)nterest on such Note or the delivery of AiSgether with payment of ca
in lieu of any fractional ADS) upon conversion ath Note to a Holder, if the Holder is a fiduciapgrtnership or person other than
the sole beneficial owner of that payment to themtxthat such payment would be required to baudwed in the income under the le
of the Relevant Taxing Jurisdiction, for tax purpssof a beneficiary or settlor with respect tofttaciary, a partner or member of
that partnership or a beneficial owner who woulthmove been entitled to such Additional Amounts thed beneficiary, settlor,
partner, member or beneficial owner been the Hdlueneof.
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(b) Any reference in this Indenture or theté$ in any context to the delivery of ADSs (togetith payment of cash in lieu of
any fractional ADS) upon conversion of the Noteshar payment of principal of (including the Repwasé Price and Fundamental Change
Repurchase Price, if applicable) and interest op,Note or any other amount payable with respesttth Note, shall be deemed to include
Additional Amounts, unless the context requiresothise, that may be payable with respect to thatuarhunder the obligations referred to in
this Section 4.07.

(c) The foregoing obligations shall survieemination or discharge of this Indenture.

Section 4.08 Stay, Extension and Usury Law3he Company covenants (to the extent that it lmajully do so) that it shall not at
any time insist upon, plead, or in any manner wdgtsr claim or take the benefit or advantage of,sday, extension or usury law or other law
that would prohibit or forgive the Company from payall or any portion of the principal of or inést on the Notes as contemplated herein,
wherever enacted, now or at any time hereaftevricef or that may affect the covenants or the pedoce of this Indenture; and the Company
(to the extent it may lawfully do so) hereby exgigsvaives all benefit or advantage of any such lamwd covenants that it will not, by resort to
any such law, hinder, delay or impede the execudfaany power herein granted to the Trustee, blitswifer and permit the execution of ew
such power as though no such law had been enacted.

Section 4.09 Compliance Certificate; Statements as to Defaulthe Company shall deliver to the Trustee witi20 Hays after the
end of each fiscal year of the Company (beginniitg the fiscal year ending on December 31, 2014p8Hiters’ Certificate stating that a
review has been conducted of the Company’s a@gvitnder this Indenture and whether the Companfulfdked its obligations hereunder,
and whether the authorized Officers thereof havatedge of any Default by the Company that occudedng the previous year that is then
continuing and, if so, specifying each such Defaoll the nature thereof.

In addition, the Company shall deliver to the Teestas soon as possible, and in any event withote$6 after the Company becomes
aware of the occurrence of any Default if such Difig then continuing, an Officers’ Certificatettimg forth the details of such Default, its
status and the action that the Company is takimyaposing to take in respect thereof. The Trusked! have no responsibility to take any
steps to ascertain whether any Event of Defaullefault has occurred, and until (i) a Responsilfiécér of the Trustee has received an
Officers’ Certificate regarding such an occurrerarg(ji) the Trustee has received notice from tludddrs of at least 25% in aggregate principa
amount of the Notes then outstanding regarding amabiccurrence, the Trustee is entitled to assuiitiegut liability, that no Event of Default
or Default has occurred.

Section 4.10 Further Instruments and ActsUpon request of the Trustee, the Company wilteieand deliver such further
instruments and do such further acts as may bemabhl/ necessary or proper to carry out more e¥felgtthe purposes of this Indenture.
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ARTICLE 5
LisTsOF HOLDERSAND REPORTSBY THE COMPANY AND THE TRUSTEE

Section 5.01 Lists of Holders. The Company covenants and agrees that it witlislror cause to be furnished to the Trustee, semi-
annually, not more than 15 days after each MarchrtbSeptember 15 in each year beginning with &dpe 15, 2014, and at such other time:
as the Trustee may request in writing, within 3@dafter receipt by the Company of any such regieestuch lesser time as the Trustee may
reasonably request in order to enable it to tinpebrvide any notice to be provided by it hereundeif)st in such form as the Trustee may
reasonably require of the names and addresses éfdlilers as of a date not more than 15 days @r sther date as the Trustee may
reasonably request in order to so provide any sotices) prior to the time such information is fisired, except that no such list need be
furnished so long as the Trustee is acting as Retgstrar.

Section 5.02 Preservation and Disclosure of Listd he Trustee shall preserve, in as current a &s1is reasonably practicable, all
information as to the names and addresses of thieksocontained in the most recent list furnished &s provided irBection 5.01 or
maintained by the Trustee in its capacity as Nagi&rar, if so acting. The Trustee may destroylest furnished to it as provided Bection
5.01 upon receipt of a new list so furnished.

ARTICLE 6
DEFAULTS AND REMEDIES

Section 6.01 Events of Default. The following events shall beEvents of Default” with respect to the Notes:

(a) default in any payment of interest odaidnal Amounts, if any, on any Note when due pagtable and the default continues
for a period of 30 days;

(b) default in the payment of principal afyaNote when due and payable on the Maturity Dgten any required repurchase or
redemption, upon declaration of acceleration oemwtise;

(c) failure by the Company to comply with d@bligation to convert the Notes in accordancé wits Indenture upon exercise of a
Holder’s conversion right and such failure contsfer a period of 5 Business Days;

(d) failure by the Company to issue a Funelatal Change Company Notice in accordance &ébtion 15.02(c) or notice of a
Make-Whole Fundamental Change in accordance Bigletion 14.03(a), in each case, when due andfailate continues for a period of 5
Business Days ;

(e) failure by the Company to comply with @bligations underticle 11;

() failure by the Company for 60 days afteitten notice from the Trustee or by the Trusieéhe request of the Holders of at

least 25% in aggregate principal amount of the 8ltten outstanding has been received by the Contpasgmply with any of its other
agreements contained in the Notes or this Indenture

36




(9) default by the Company or any Signific&absidiary of the Company with respect to anytgage, agreement or other
instrument under which there may be outstandingpyowhich there may be secured or evidenced, ahgbitedness for money borrowed in
excess of US$30 million (or the foreign currencyigglent thereof) in the aggregate of the Compard/a any such Significant Subsidiary,
whether such indebtedness now exists or shall fierdem created (i) resulting in such indebtedresoming or being declared due and pay
or (ii) constituting a failure to pay the principal interest of any such debt when due and payétilewing any applicable grace periods) at its
stated maturity, upon required repurchase, upotadgmon of acceleration or otherwise;

(h) a final judgment for the payment of U8%$8illion (or the foreign currency equivalent thefjeor more (excluding any amoui
covered by insurance) rendered against the Comgaagy Significant Subsidiary of the Company, whjetigment is not paid, bonded or
otherwise discharged or stayed within 60 days 4ift¢he date on which the right to appeal theilead expired if no such appeal has
commenced, or (ii) the date on which all rightappeal have been extinguished;

() the Company or any Significant Subsigiahall commence a voluntary case or other proogeskeking liquidation,
reorganization or other relief with respect to @@mpany or any such Significant Subsidiary or @&btd under any bankruptcy, insolvency or
other similar law now or hereafter in effect orldag the appointment of a trustee, receiver, liatéd, custodian or other similar official of the
Company or any such Significant Subsidiary or amysgantial part of its property, or shall consenany such relief or to the appointment of ot
taking possession by any such official in an inmtdury case or other proceeding commenced agaimstshall make a general assignment for
the benefit of creditors, or shall fail generallyday its debts as they become due; or

)] an involuntary case or other proceedihgll be commenced against the Company or anyfieigmi Subsidiary seeking
liquidation, reorganization or other relief withspect to the Company or such Significant Subsidianys debts under any bankruptcy,
insolvency or other similar law now or hereafteeffect or seeking the appointment of a trusteegiver, liquidator, custodian or other similar
official of the Company or such Significant Subaigior any substantial part of its property, anchsimvoluntary case or other proceeding s
remain undismissed and unstayed for a period @o8@ecutive days.
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Section 6.02. Acceleration; Rescission and Annulmerif one or more Events of Default shall have ooetdi and be continuing
(whatever the reason for such Event of Default\ahdther it shall be voluntary or involuntary ordféected by operation of law or pursuant to
any judgment, decree or order of any court or adgQ rule or regulation of any administrative ovgrnmental body), then, and in each and
every such case (other than an Event of Defauttipe in Section 6.01(i) o6ection 6.01(j) with respect to the Company or afhiys
Significant Subsidiaries), unless the principahtbf the Notes shall have already become duepaydble, the Trustee may by notice in
writing to the Company, or the Holders of at |e26% in aggregate principal amount of the Notes thgstanding determined in accordance
with Section 8.04, by notice in writing to the Company 4o the Trustee may, and the Trustee at theenmrittquest of such Holders
accompanied by security and/or indemnity reasonsdfisfactory to the Trustee against any lossilitialor expense shall, declare 100% of the
principal of, and accrued and unpaid interest triha Notes to be due and payable immediately,wh any such declaration the same shall
become and shall automatically be immediately dukpayable, anything contained in this Indentursndhe Notes to the contrary
notwithstanding. If an Event of Default specifiedSection 6.01(i) o6ection 6.01(j) with respect to the Company or aihigs Significant
Subsidiaries occurs and is continuing, 100% ofpifecipal of, and accrued and unpaid interest M\ates shall become and shall
automatically be immediately due and payable wittamy action on the part of the Trustee. If an EwdrDefault occurs and is continuing, all
agents of the Company appointed under this Indentilt be required to act on the direction of theiStee.

The immediately preceding paragraph, however,ligestito the conditions that if, at any time afttes principal of the Notes shall
have been so declared due and payable, and befpjadgment or decree for the payment of the modigsshall have been obtained or
entered as hereinafter provided, the Company phaglbr shall deposit with the Trustee a sum su#fitio pay installments of accrued and
unpaid interest upon all Notes and the principamf and all Notes that shall have become duewiberthan by acceleration (with interest on
overdue installments of accrued and unpaid inteoeste extent that payment of such interest isreefable under applicable law, and on such
principal at the rate per annum borne by the Nplasone percent) and amounts due to the Trustee purgudaction 7.06, and if (1)
rescission would not conflict with any judgmentdacree of a court of competent jurisdiction andaf2y and all existing Events of Default
under this Indenture, other than the nonpaymethieprincipal of and accrued and unpaid interef¥lotes that shall have become due solely
by such acceleration, shall have been cured oresigirsuant t&ection 6.09, then and in every such case (excgptowided in the
immediately succeeding sentence) the Holders adjanity in aggregate principal amount of the Ndteen outstanding, by written notice to
Company and to the Trustee, may waive all Defaurlt8vents of Default with respect to the Notes eatind and annul such declaration and
its consequences and such Default shall ceasediy @xd any Event of Default arising therefromlisha deemed to have been cured for every
purpose of this Indenture; but no such waiver scission and annulment shall extend to or shadicafiny subsequent Default or Event of
Default, or shall impair any right consequent tloere Notwithstanding anything to the contrary hereio such waiver or rescission and
annulment shall extend to or shall affect any DifauEvent of Default resulting from (i) the norywaent of the principal of, or accrued and
unpaid interest on, any Notes, (ii) a failure tpuehase any Notes when required or (iii) a faiborpay or deliver, as the case may be, the
consideration due upon conversion of the Notes.

Section 6.03. Additional Interest Notwithstanding anything in this Indenture ottlie Notes to the contrary, to the extent the
Company elects, the sole remedy for an Event o&llefelating to the Company’s failure to compltiwits obligations as set forth 8ection
4.06(b) shall after the occurrence of such an Egébtefault (which, with respect to an Event of Bt described inSection 6.01(f), shall be
the 60th day after written notice is provided te @ompany in accordance witbection 6.01(f)) consist exclusively of the rightreceive
Additional Interest on the Notes at a rate equal to
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€)) 0.25% per annum of the principal amafrihe Notes outstanding for each day during th@pebeginning on, and including,
the date on which such an Event of Default firstuss and ending on the earlier of (i) the date bictwsuch Event of Default is cured or
validly waived and (ii) the 90th day immediatelfiéoving, and including, the date on which such BwefiiDefault first occurred; and

(b) if such Event of Default has not beereduor validly waived prior to the 91st day immeéig following, and including, the
date on which such Event of Default first occurt@®0% per annum of the principal amount of theeNatutstanding for each day during the
period beginning on, and including, the 91st dagnadiately following, and including, the date on @fhsuch an Event of Default first occur
and ending on the earlier of (i) the date on wisiecbh Event of Default is cured or validly waivedldii) the 180th day immediately following,
and including, the date on which such Event of Diefrst occurred.

Interest payable pursuant to tRisction 6.03 shall be in addition to, not in liduany Additional Interest payable pursuanSection
4.06(d) orSection 4.06(e). In no event shall Additional lettraccrue on the Notes on any day under this tade(taking any Additional
Interest payable pursuant to tlisction 6.03 together with any Additional Inteneayable pursuant t8ection 4.06(d) ancbection 4.06(e)) at
an annual rate accruing in excess of 0.50%, iratfyzegate, for any violation or Default causedh®y@ompany’s failure to be current in
respect of its Exchange Act reporting obligatioifgthe Company so elects, such Additional Intesstll be payable in the same manner ar
the same dates as regular interest on the NoteghéJ181st day after such Event of Default (if Bvent of Default with respect to the
Company’s obligations und&ection 4.06(b) is not cured or waived prior torsi81st day), the Notes will be subject to acctilemaas
provided in Section 6.02. In the event the Compdwgs not elect to pay Additional Interest follogian Event of Default in accordance with
this Section 6.03 or the Company elected to make sugim@at but does not pay the Additional Interest whee, the Notes shall be subject to
acceleration as provided $ection 6.02.

In order to elect to pay Additional Interest as $lée remedy during the first 180 days after theuoence of any Event of Default
described in the immediately preceding paragraphQompany must notify in writing all Holders o&thlotes, the Trustee and the Paying
Agent of such election prior to the beginning ofls180-day period. Upon the failure to timely géteeh notice, the Notes shall be
immediately subject to acceleration as provide8etion 6.02.

Section 6.04 Payments of Notes on Default; Suit Thereftiran Event of Default described in claysg or(b) of Section 6.01 shall
have occurred, the Company shall, upon demandeofthstee or at the request of Holders of at |Ra%i in aggregate principal amount of the
Notes then outstanding determined in accordandeSection 8.04 and subject to indemnity and/or sgcueasonably satisfactory to the
Trustee , pay to the Trustee, for the benefit efilolders of the Notes, the whole amount then depayable on the Notes for principal and
interest, if any, with interest on any overdue gipal and interest, if any, at the rate per annonmé by the Notes at such tipkisone percen
and, in addition thereto, such further amount &dl &le sufficient to cover any amounts due to thestee undeBection 7.06. If the Company
shall fail to pay such amounts forthwith upon sdemand, the Trustee, in its own name and as tro$te express trust, may institute a
judicial proceeding for the collection of the susesdue and unpaid, may prosecute such proceedjngdment or final decree and m
enforce the same against the Company or any oliigioo upon the Notes and collect the moneys adiddyy decreed to be payable in the
manner provided by law out of the property of th@m@any or any other obligor upon the Notes, wharsiteated.
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In the event there shall be pending proceedingthfobankruptcy or for the reorganization of therpany or any other obligor on the
Notes under title 11 of the United States Codenyrother applicable law, or in case a receivesigage or trustee in bankruptcy
reorganization, liquidator, sequestrator or similfficial shall have been appointed for or takesgession of the Company or such other
obligor, the property of the Company or such otitgigor, or in the event of any other judicial peedings relative to the Company or such
other obligor upon the Notes, or to the creditarproperty of the Company or such other obligog, Thustee, irrespective of whether the
principal of the Notes shall then be due and payabltherein expressed or by declaration or otkeramd irrespective of whether the Trustee
shall have made any demand pursuant to the progisibthisSection 6.04, shall be entitled and empoweredntgriention in such
proceedings or otherwise, to file and prove a clairalaims for the whole amount of principal andraed and unpaid interest, if any, in res)
of the Notes, and, in case of any judicial procegslj to file such proofs of claim and other paperdocuments and to take such other actions
as it may deem necessary or advisable in ordeave the claims of the Trustee (including any cléomthe reasonable compensation, expel
disbursements and advances of the Trustee, it¢sagad counsel) and of the Holders allowed in gudltial proceedings relative to the
Company or any other obligor on the Notes, itsheirtcreditors, or its or their property, and tdl@ct and receive any monies or other property
payable or deliverable on any such claims, andsiildute the same after the deduction of any artsodue to the Trustee undgection 7.06;
and any receiver, assignee or trustee in bankruptogorganization, liquidator, custodian or simi#éficial is hereby authorized by each of the
Holders to make such payments to the Trustee, miilrative expenses, and, in the event that thust€e shall consent to the making of such
payments directly to the Holders, to pay to thestea any amount due to it for reasonable compemsakpenses, advances and disbursen
including agents and counsel fees, and includirygatiner amounts due to the Trustee urfslection 7.06, incurred by it up to the date of such
distribution. To the extent that such paymenteafsonable compensation, expenses, advances andsdisients out of the estate in any such
proceedings shall be denied for any reason, payofahe same shall be secured by a lien on, anttshaaid out of, any and all distributions,
dividends, monies, securities and other propedy tthe Holders of the Notes may be entitled toivecm such proceedings, whether in
liquidation or under any plan of reorganizatioraorangement or otherwise.

Nothing herein contained shall be deemed to awtldtie Trustee to authorize or consent to or aaegdiopt on behalf of any Holder
any plan of reorganization, arrangement, adjustrmenbmposition affecting such Holder or the rigbtgny Holder thereof, or to authorize the
Trustee to vote in respect of the claim of any teolith any such proceeding.

All rights of action and of asserting claims unttgs Indenture, or under any of the Notes, mayrfereed by the Trustee without the
possession of any of the Notes, or the produchierebf at any trial or other proceeding relativeréto, and any such suit or proceeding
instituted by the Trustee shall be brought in is1aname as trustee of an express trust, and anyegcof judgment shall, after provision for
the payment of the reasonable compensation, expetisbursements and advances of the Trustegatgsaand counsel, be for the ratable
benefit of the Holders of the Notes.
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In any proceedings brought by the Trustee (anehynpeioceedings involving the interpretation of gmgvision of this Indenture to
which the Trustee shall be a party) the Trustedl beaheld to represent all the Holders of the Nptd it shall not be necessary to make any
Holders of the Notes parties to any such proceeading

In case the Trustee shall have proceeded to enfmrgeight under this Indenture and such proceedshgll have been discontinued or
abandoned because of any waiver pursua8etiion 6.09 or any rescission and annulment patsa&ection 6.02 or for any other reason or
shall have been determined adversely to the Trustea and in every such case the Company, thedrgldnd the Trustee shall, subject to an
determination in such proceeding, be restored mdisjedy to their several positions and rights heder, and all rights, remedies and powers of
the Company, the Holders, and the Trustee shatlmmmmas though no such proceeding had been itestitu

Section 6.05 Application of Monies Collected by Truste&ny monies collected by the Trustee pursuanhi®Article 6 with respec
to the Notes shall be applied in the following ardd the date or dates fixed by the Trustee ferdistribution of such monies, upon
presentation of the several Notes, and stampirmgadinethe payment, if only partially paid, and uomrender thereof, if fully paid:

First , to the payment of all amounts due the TrusteeuBdction 7.06 and any payments due to the PayingtAtiee Transfer
Agent, the Conversion Agent and the Note Registrar

Second, in case the principal of the outstanding Noteslstot have become due and be unpaid, to the patyofienterest on, and any
cash due upon conversion of, the Notes in defauté order of the date due of the payments of sitehest and cash due upon conversion, a:
the case may be, with interest (to the extentghah interest has been collected by the Trustem) spch overdue payments at the rate per
annum borne by the Notes at such time, such paytette made ratably to the Persons entitled theret

Third , in case the principal of the outstanding Notedldtave become due, by declaration or otherwise e unpaid to the payme
of the whole amount (including, if applicable, {h&&yment of the Repurchase Price, Tax Redemptiae Bri Fundamental Change Repurchase
Price and any cash due upon conversion) then oandgunpaid upon the Notes for principal and intereany, with interest on the overdue
principal and, to the extent that such interestbe®n collected by the Trustee, upon overdue instaks of interest at the rate per annum born
by the Notes at such tinpusone percent, and in case such monies shall beficisuf to pay in full the whole amounts so due amngaid
upon the Notes, then to the payment of such prat¢ipcluding, if applicable, the Repurchase Pritax Redemption Price or Fundamental
Change Repurchase Price and the cash due uporrsimmjeand interest without preference or priodfyprincipal over interest, or of interest
over principal or of any installment of intereseowany other installment of interest, or of any@&over any other Note, ratably to the aggregat
of such principal (including, if applicable, thefRechase Price or Fundamental Change Repurchasedprd any cash due upon conversion)
and accrued and unpaid interest; and
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Fourth , to the payment of the remainder, if any, to tleen@any.

Section 6.06 Proceedings by HoldersExcept to enforce the right to receive paymemirafcipal (including, if applicable, the
Repurchase Price, Tax Redemption Price or Fundain@hainge Repurchase Price) or interest when dukeaight to receive payment or
delivery of the consideration due upon conversimniHolder of any Note shall have any right by \ertaf or by availing of any provision of tt
Indenture to institute any suit, action or procegdn equity or at law upon or under or with reggedhis Indenture, or for the appointment |
receiver, trustee, liquidator, custodian or othenilar official, or for any other remedy hereunden]ess:

€) such Holder previously shall have git@the Trustee written notice of an Event of Deffanld of the continuance thereof, as
herein provided,;

(b) Holders of at least 25% in aggregatagipial amount of the Notes then outstanding stelehmade written request upon the
Trustee to institute such action, suit or procegdinits own name as Trustee hereunder;

(c) such Holders shall have offered to thesiee such security and/or indemnity reasonaltigfaatory to it against any loss,
liability or expense to be incurred therein or #isy;

(d) the Trustee for 60 days after its recefsuch notice, request and offer of security/anthdemnity, shall have neglected or
refused to institute any such action, suit or peodlieg; and

(e) no direction that, in the opinion of theustee, is inconsistent with such written reqeést have been given to the Trustee by
the Holders of a majority of the aggregate princgraount of the Notes then outstanding within sé@kday period pursuant ®ection 6.09,

it being understood and intended, and being exigressenanted by the taker and Holder of every Nuth every other taker and Holder and
the Trustee that no one or more Holders shall aawyeright in any manner whatever by virtue of ordwailing of any provision of this
Indenture to affect, disturb or prejudice the rigbt any other Holder, or to obtain or seek to whpaiority over or preference to any other such
Holder, or to enforce any right under this Indeefwxcept in the manner herein provided and foethel, ratable and common benefit of all
Holders (except as otherwise provided herein). tRemprotection and enforcement of tBisction 6.06, each and every Holder and the Truste«
shall be entitled to such relief as can be givéimeeiat law or in equity.

Notwithstanding any other provision of this Indeetand any provision of any Note, the right of &older to receive payment or
delivery, as the case may be, of (x) the princfpalluding the Repurchase Price, Tax RedemptiocePand the Fundamental Change
Repurchase Price, if applicable) of, (y) accrued ampaid interest on, and (z) the considerationuhan conversion of, such Note, on or after
the respective due dates expressed or providad such Note or in this Indenture, or to institatat for the enforcement of any such payment
or delivery, as the case may be, on or after sespactive dates against the Company shall not paiied or affected without the consent of
such Holder.
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Section 6.07 Proceedings by Trusteeln case of an Event of Default, the Trustee ntagged to protect and enforce the rights
vested in it by this Indenture by such appropratkcial proceedings as are necessary to proteteaforce any of such rights, either by suit in
equity or by action at law or by proceeding in bakcy or otherwise, whether for the specific enfnent of any covenant or agreement
contained in this Indenture or in aid of the exegadf any power granted in this Indenture, or tome any other legal or equitable right vested
in the Trustee by this Indenture or by law.

Section 6.08 Remedies Cumulative and Continuingxcept as provided in the last paragrapBedtion 2.06, all powers and
remedies given by thi&rticle 6 to the Trustee or to the Holders shallthe extent permitted by law, be deemed cumulatingenot exclusive ¢
any thereof or of any other powers and remedieBadnla to the Trustee or the Holders of the Nolgsjudicial proceedings or otherwise, to
enforce the performance or observance of the consm@ad agreements contained in this Indenturenardelay or omission of the Trustee or
of any Holder of any of the Notes to exercise agkitror power accruing upon any Default or Evenbefault shall impair any such right or
power, or shall be construed to be a waiver ofsaarch Default or Event of Default or any acquieseaherein; and, subject to the provisions o
Section 6.06, every power and remedy given byAhiile 6 or by law to the Trustee or to the Hoklemay be exercised from time to time, anc
as often as shall be deemed expedient, by theekustby the Holders.

Section 6.09 Direction of Proceedings and Waiver of DefablysMajority of Holders. The Holders of a majority of the aggregate
principal amount of the Notes at the time outstagdietermined in accordance wikction 8.04 shall have the right to direct thestimethod
and place of conducting any proceeding for any thnavailable to the Trustee or exercising any tougiower conferred on the Trustee with
respect to Notegrovided, however, that (a) such direction shall not be in confligth any rule of law or with this Indenture, and the
Trustee may take any other action deemed prop#rebyrustee that is not inconsistent with suchatioe. The Trustee may refuse to follow
any direction that it determines is unduly prejiadito the rights of any other Holder or that wourlgolve the Trustee in personal liability, or if
it is not provided with security and/or indemnityits reasonable satisfaction. Prior to taking actyon under this Indenture, the Trustee wil
entitled to security and/or indemnification satedtay to it in its sole discretion against all lessand expenses caused by taking or not taking
such action. In addition, the Trustee will notrbgquired to expend its own funds under any circamsts. The Holders of a majority in
aggregate principal amount of the Notes at the totstanding determined in accordance \@#ttion 8.04 may on behalf of the Holders of all
of the Notes waive any past Default or Event ofddéifhereunder and its consequences except (fpaltden the payment of accrued and
unpaid interest on, or the principal (includingagplicable, the Repurchase Price, Tax Redemptice Br Fundamental Change Repurchase
Price) of, the Notes when due that has not beezdgoursuant to the provisions ®éction 6.02, (ii) a failure by the Company to payeliver,
or cause to be delivered, as the case may beottsideration due upon conversion of the Notesiipra(default in respect of a covenant or
provision hereof which undérticle 10 cannot be modified or amended withowet tonsent of each Holder of an outstanding Note
affected. Upon any such waiver the Company, thustée and the Holders of the Notes shall be restortheir former positions and rights
hereunder; but no such waiver shall extend to abgeqguent or other Default or Event of Defaultnopair any right consequent
thereon. Whenever any Default or Event of Defaaleunder shall have been waived as permittediggéttion 6.09, said Default or Event
Default shall for all purposes of the Notes and thdenture be deemed to have been cured androtlwentinuing; but no such waiver shall
extend to any subsequent or other Default or EoEBefault or impair any right consequent thereon.
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Section 6.10 Notice of Defaults and Events of Defaulf.a Default or Event of Default occurs and isitiouing and is notified in
writing to the Trustee, the Trustee shall, withthdays after the occurrence and continuance of Bethult or Event of Default, mail to all
Holders (at the Company’s expense) as the nameadthdsses of such Holders appear upon the NotstBegotice of all such Defaults
known to a Responsible Officer, unless such Dedahall have been cured or waived before the giefragich noticeprovidedthat the Truste
shall not be deemed to have knowledge of any oenuaer of a Default or Event of Default unless a Rasjble Officer has received written
notice. Except in the case of a Default in thenpant of the principal of (including the Repurch&see, Tax Redemption Price and the
Fundamental Change Repurchase Price, if applicatri@ccrued and unpaid interest on, any of thedlot a Default in the payment or
delivery of the consideration due upon conversiba,Trustee shall be protected in withholding soetice if and so long as the Truste®oarc
of directors, an executive committee or a committeResponsible Officers of the Trustee (in itseestiscretion) in good faith determines that
the withholding of such natice is in the interestshe Holders.

Section 6.11 Undertaking to Pay CostsAll parties to this Indenture agree, and eachdelobf any Note by its acceptance thereof
shall be deemed to have agreed, that any courtimég,discretion, require, in any suit for thd@eement of any right or remedy under this
Indenture, or in any suit against the Trustee fiyr &ction taken or omitted by it as Trustee, thiediby any party litigant in such suit of an
undertaking to pay the costs of such suit andgbeh court may in its discretion assess reasomaisks, including reasonable attorneys’ fees
and expenses, against any party litigant in sutthisaving due regard to the merits and good faitthe claims or defenses made by such part
litigant; providedthat the provisions of thiSection 6.11 (to the extent permitted by law) shatlapply to any suit instituted by the Trustee, t
any suit instituted by any Holder, or group of Haig, holding in the aggregate more than 10% incgral amount of the Notes at the time
outstanding determined in accordance V@#ttion 8.04, or to any suit instituted by any Holtbr the enforcement of the payment of the
principal of or accrued and unpaid interest on ldnye (including, but not limited to, the Repurch&&e, Tax Redemption Price and the
Fundamental Change Repurchase Price with respéut fdotes being repurchased as provided in thisrture) on or after the due date
expressed or provided for in such Note or to arityfesuthe enforcement of the right to convert dhyte in accordance with the provisions of
Article 14.
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ARTICLE 7
CONCERNING THE TRUSTEE

Section 7.01 Duties and Responsibilities of Trust&be Trustee, prior to the occurrence of an Evelefault and after the curing or
waiver of all Events of Default that may have ocedr undertakes to perform such duties and onlly duties as are specifically set forth in
Indenture. In case an Event of Default has occutratihas not been cured or waived the Truste¢ ekexicise such of the rights and powers
vested in it by this Indenture, and use the samyeegeof care and skill in its exercise, as a prtgerson would exercise or use under the
circumstances in the conduct of such person’s d¥airs; providedthat if an Event of Default occurs and is contimyithe Trustee will be
under no obligation to exercise any of the rightpa@wers under this Indenture at the request ectlon of any of the Holders unless such
Holders have offered to the Trustee indemnity ansiéaurity reasonably satisfactory to it againstabsts, expenses and liabilities that migt
incurred by it in compliance with such request imection.

No provision of this Indenture shall be construedeieve the Trustee from liability for its owrafrd, grossly negligent action, its own
grossly negligent failure to act or its own willfalisconduct, except that:

€) prior to the occurrence of an Evenbefault and after the curing or waiving of all Ex® of Default that may have occurred:

0] the duties and obligations of the Tegsshall be determined solely by the express g of this Indenture,
and the Trustee shall not be liable except foprormance of such duties and obligations aseeifically set forth in this Indentu
and no implied covenants or obligations shall tzriato this Indenture against the Trustee; and

(i) in the absence of fraud, gross negligeand willful misconduct on the part of the Tegstthe Trustee may
conclusively and without liability rely, as to thraith of the statements and the correctness afjpireons expressed therein, upon any
certificates or opinions furnished to the Trusted eonforming to the requirements of this Indentbrg, in the case of any such
certificates or opinions that by any provisionsdudrare specifically required to be furnished te Tmustee, the Trustee shall be unc
duty to examine the same to determine whether bthey conform to the requirements of this Indeatflout need not confirm or
investigate the accuracy of any mathematical catmnis or other facts stated therein);

(b) the Trustee shall not be liable foy anror of judgment made in good faith by a Resgaa®fficer or Officers of the Truste
unless it shall be proved that the Trustee waslfremt or grossly negligent in ascertaining theipent facts;

(c) the Trustee shall not be liable witgkgect to any action taken or omitted to be takeibib good faith in accordance with the
direction of the Holders of not less than a majooit the aggregate principal amount of the Notabatime outstanding determined as prov
in Section 8.04 relating to the time, method and ptfa@nducting any proceeding for any remedy abééléo the Trustee, or exercising any
trust or power conferred upon the Trustee, undsritfienture;

(d) whether or not therein provided, evergvision of this Indenture relating to the condoicaffecting the liability of, or
affording protection to, the Trustee shall be sabje the provisions of this Section;
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(e) the Trustee shall not be liable irpeed of any payment (as to the correctness of atmeuatitlement to receive or any other
matters relating to payment) or notice effectedi®yCompany or any Paying Agent or any records taaied by any co-Note Registrar with
respect to the Notes;

) if any party fails to deliver a nogicelating to an event the fact of which, pursuanhis Indenture, requires notice to be sent
to the Trustee, the Trustee may conclusively antdowi liability rely on its failure to receive suadltice as reason to act as if no such event
occurred;

(9) in the event that the Trustee is alsting as Note Registrar, Paying Agent, Conversigent or transfer agent hereunder, the
rights and protections afforded to the Trustee ymmsto thisArticle 7 shall also be afforded to such Note Regis Paying Agent, Conversion
Agent or transfer agent;

(h) the Trustee shall have no duty to irgjuno duty to determine and no duty to monitotcathe performance of the Company’s
covenants in this Indenture or the financial perfance of the Company; the Trustee shall be entitlessume, until it has received written
notice in accordance with this Indenture, that@oenpany is properly performing its duties hereundad

() the Trustee shall be under no obl@ato enforce any of the provisions of this Indematunless it is instructed by Holders of
at least 25% of the aggregate principal amounutdtanding Notes and is provided with security anadidemnity reasonably satisfactory to it.

None of the provisions contained in this Indenthell require the Trustee to expend or risk its dwrds or otherwise incur personal
financial liability in the performance of any o$itluties or in the exercise of any of its rightpowers.

Section 7.02 Reliance on Documents, Opinions, EHgcept as otherwise provided$ection 7.01:

(a) the Trustee may conclusively and with@bility rely and shall be fully protected iicting upon any resolution, certificate,
statement, instrument, opinion, report, noticeussd, consent, order, bond, Note, coupon or othpempor document believed by it in good f
to be genuine and to have been signed or presbptiét: proper party or parties;

(b) any request, direction, order or dedhafithe Company mentioned herein shall be suffityeevidenced by an Officers’
Certificate (unless other evidence in respect tifdse herein specifically prescribed); and any Bidaesolution may be evidenced to the
Trustee by a copy thereof certified by the Secyetaran Assistant Secretary of the Company;

(c) the Trustee may consult with counsel sequire an Opinion of Counsel and any advicguch counsel or Opinion of Coun

shall be full and complete authorization and priddecin respect of any action taken or omitted tdyeireunder in good faith and in accordance
with such advice or Opinion of Counsel;
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(d) the Trustee shall not be bound to nekeinvestigation into the facts or matters stéemhy resolution, certificate,
statement, instrument, opinion, report, noticeusst, direction, consent, order, bond, debentuoghmr paper or document, but the Trustee, in
its discretion, may make such further inquiry arastigation into such facts or matters as it mayféeand, if the Trustee shall determine to
make such further inquiry or investigation, it $t entitled to examine the books, records anthjzes of the Company, personally or by
agent or attorney at the expense of the Companglaaltiincur no liability of any kind by reasonsfch inquiry or investigation;

(e) the Trustee may execute any of th&tdrar powers hereunder or perform any duties heleueither directly or by or through
agents, delegates, custodians, nominees or at®amelythe Trustee shall not be responsible fomaisgonduct or negligence on the part of any
agent, delegate, representative, custodian, nonsinattorney appointed by it with due care hereunde

® the permissive rights of the Trusteeimerated herein shall not be construed as duties;

(9) under no circumstances and notwitlditapany contrary provision included herein, neitthe Trustee, the Paying Agent,
Conversion Agent nor the Note Registrar shall Ispoasible or liable for special, indirect, punitiee consequential damages or loss of any
kind whatsoever (including, but not limited to, $osf profit) irrespective of whether any of thenvédeen advised of the likelihood of such
loss or damage and regardless of the form of gdfiis provision shall remain in full force and exff notwithstanding the discharge of the
Notes, the termination of this Indenture or theégmation, replacement or removal of the Trustee,Rhying Agent, the Conversion Agent i
the Note Registrar;

(h) the Trustee, the Paying Agent, thev@osion Agent and the Note Registrar may refraamftaking any action in any
jurisdiction if the taking of such action in thatisdiction would, in its opinion based upon legdVice in the relevant jurisdiction, be contr
to any law of that jurisdiction or, to the exteppéicable, of New York; furthermore, the Trusteeynadso refrain from taking such action if it
would otherwise render it liable to any persorhatturisdiction or New York or if, in its opinidmased on such legal advice, it would not have
the power to do the relevant thing in that jurisidic by virtue of any applicable law in that juristion or in New York or if it is determined by
any court or other competent authority in thatgdigtion that it does not have such power;

0] the Trustee shall not be deemed t@Hanowledge of an Event of Default except (i) &went of Default described Bectior
6.01(a),Section 6.01(b) oBection 6.01(c) or (ii) any Event of Default of whithe Trustee shall have received written notifccathereof; and

0) the Trustee may request that the Camypdeliver Officers’ Certificates setting fortrethames of individuals and their titles
and specimen signatures of officers authorizediett §ime to take specified actions pursuant toltidenture, which Officers’ Certificates may
be signed by any person authorized to sign an @#icCertificate, as the case may be, includingargon specified as so authorized in any
such certicicate previously delivered and not ssgpeed.
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Section 7.03 No Responsibility for Recitals, Efthe recitals, statements, warranties and reprasamacontained herein and in the
Notes (except in the Trusr's certificate of authentication) shall be takerttees statements of the Company, and the Trustesnassno
responsibility for the correctness of the same. Thestee makes no representations as to the agooraorrectness of the same or the
execution, legality, effectiveness, adequacy, gamass, validity, enforceability or admissibilityévidence of this Indenture or of the Notes.
The Trustee shall not be accountable for the usgplication by the Company of any Notes or theeeeals of any Notes authenticated and
delivered by the Trustee in conformity with the yisions of this Indenture. Notwithstanding the gatiey of the foregoing, each Holder shall
be solely responsible for making its own indepemndg@praisal of, and investigation into, the finahciondition, creditworthiness, condition,
affairs, status and nature of the Company, and thstee shall not at any time have any responsilidr the same and each Holder shall not
rely on the Trustee in respect thereof.

Section 7.04 Trustee, Paying Agents, Conversion Agents or Retistrar May Own Note$he Trustee, any Paying Agent, any
Conversion Agent or Note Registrar, in its indivatlor any other capacity, may become the ownetamtgee of Notes with the same rights it
would have if it were not the Trustee, Paying Agé€hinversion Agent or Note Registrar, and nothiagem shall obligate any of them to
account for any profits earned from any businegsamsactional relationship.

Section 7.05 Monies and ADSs to Be Held in Trusl. monies and ADSs received by the Trustee shallil used or applied as here
provided, be held in trust for the purposes forahiithey were received. Money and ADSs held by thust€e in trust or by the Paying Agent
hereunder need not be segregated from other fuwdpeto the extent required by law. Neither thestee nor the Paying Agent shall be unde
any liability for interest on any money or ADSsee®d by it hereunder.

Section 7.06 Compensation and Expenses of Trug@eThe Company covenants and agrees to pay fbrtistee from time to time,
and the Trustee shall be entitled to, reasonabigeasation for all services rendered by it hereuimdany capacity (which shall not be limited
by any provision of law in regard to the comperatf a trustee of an express trust) as mutuallgexito in writing between the Trustee and
the Company, and the Company will pay or reimbtingeTrustee upon its request for all reasonablermrsgs, disbursements and advances
reasonably incurred or made by the Trustee in aecme with any of the provisions of this Indentrany capacity thereunder (including the
reasonable compensation and the expenses andsdisibemts of its agents and counsel and of all Permsoiregularly in its employ) except ¢
such expense, disbursement or advance as shalbkawecaused by its fraud, gross negligence oiuilisconduct. The Company also
covenants to indemnify the Trustee in any capagityer this Indenture and any other document osé&etion entered into in connection
herewith, and to hold it harmless against, any, losém (provided that the Company need not payséttiement of any such claim made
without its consent, which consent shall not beeasonably withheld), damage, liability or expems®miired without fraud, gross negligence or
willful misconduct on the part of the Trustee,dfficers, directors, agents or employees, as tBe n#y be, and arising out of or in connection
with the acceptance or administration of this Irtdemor in any other capacity hereunder, includirgcosts and expenses of defending
themselves against any claim of liability in themises. The obligations of the Company underSkigtion 7.06 to compensate or indemnify
the Trustee and to pay or reimburse the TrusteexXpenses, disbursements and advances shall bieddgua senior claim to which the Notes
are hereby made subordinate on all money or prppettl or collected by the Trustee, except, sulifetiie effect oSection 6.05, funds held
trust herewith for the benefit of the Holders oftmailar Notes. The Trustee’s right to receive papiof any amounts due under tBisction
7.06 shall not be subordinate to any other ligbditindebtedness of the Company. The indemnityeuttisSection 7.06(a) is payable upon
demand by the Trustee. The obligation of the Comparder thisSection 7.06(a) shall survive the satisfaction disdharge of the Notes, the
termination of this Indenture and the resignationemoval or the Trustee. The Company need nofgragny settlement made without its
consent, which consent shall not be unreasonalthhefid. The indemnification provided in ttf8&ction 7.06(a) shall extend to the officers,
directors, agents and employees of the Trustege&utb Section 7.02(e), any negligence or misconduct gfagent, delegate, attorney or
representative, in each case, of the Trustee, sbadffect indemnification of the Trustee.
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Without prejudice to any other rights availabldhe Trustee under applicable law, when the Trustekits agents incur expenses or
render services after an Event of Default specifigBection 6.01(i) orSection 6.01(j) occurs, the expenses and the casagien for the
services are intended to constitute expenses oinggtration under any bankruptcy, insolvency oriamlaws. If a Default or Event of Default
shall have occurred or if the Trustee finds it elppt or necessary or is requested by the Compaaypathe Holders to undertake duties wt
are of an exceptional nature or otherwise outsidestope of the Trustee’s normal duties underitisnture, the Company will pay such
additional remuneration as the Company and thetdeumay separately agree in writing.

(b) The Paying Agent, the Conversion Agamd the Note Registrar shall be entitled to themensation to be agreed upon in
writing with the Company for all services rendetsdit under this Indenture, and the Company agpeesiptly to pay such compensation and
to reimburse the Paying Agent, the Conversion Agentthe Note Registrar for its out-of-pocket exgen(including reasonable fees and
expenses of counsel) incurred by it in connectidth e services rendered by it under this Indentlihe Company hereby agrees to inden
the Paying Agent, Transfer, the Conversion Agedtthe Note Registrar and their respective officdigctors, agents and employees and any
successors thereto for, and to hold it harmlesmsgany loss, liability or expense (includingsenable fees and expenses of counsel) incurr
without gross negligence or willful misconduct ds part arising out of or in connection with itsiag as the Paying Agent, the Conversion
Agent and the Note Registrar hereunder. The olitigatof the Company under this paragraph (b) shatlive the payment of the Notes, the
termination of the Indenture and the resignatioreanoval of the Paying Agent, the Conversion Agard the Note Registrar.

Section 7.07 Officers’ Certificate as EvidencExcept as otherwise provided$®ection 7.01, whenever in the administration of the
provisions of this Indenture the Trustee shall déemecessary or desirable that a matter be provedtablished prior to taking or omitting any
action hereunder, such matter (unless other evaeniespect thereof be herein specifically préscd) may be deemed to be conclusively
proved and established by an Officers’ Certificdddivered to the Trustee, and such Officers’ Ciedtk shall be full warrant to the Trustee for
any action taken or omitted by it under the pransi of this Indenture upon the faith thereof.

49




Section 7.08 Eligibility of TrusteeThere shall at all times be a Trustee hereundectwsiiall be a Person that is eligible pursuant to
the Trust Indenture Act to act as such and hasrbi®d capital and surplus of at least US$50,0@0,6Guch Person publishes reports of
condition at least annually, pursuant to law othi® requirements of any supervising or examinintaity, then for the purposes of this
Section, the combined capital and surplus of suekdh shall be deemed to be its combined capithbarplus as set forth in its most recent
report of condition so published. If at any time ffrustee shall cease to be eligible in accordaiiitethe provisions of this Section, it shall
resign immediately in the manner and with the effezeinafter specified in this Article.

Section 7.09 Resignation or Removal of Trusté@) The Trustee may at any time resign by givingl&@s written notice of such
resignation to the Company and by mailing notierebf to the Holders at their addresses as thdyegmear on the Note Register. Upon
receiving such notice of resignation, the Compadrafl promptly appoint a successor trustee by writtstrument, in duplicate, executed by
order of the Board of Directors, one copy of whiestrument shall be delivered to the resigning Teesnd one copy to the successor trust
no successor trustee shall have been so appointieldlaare accepted appointment within 60 days afeentailing of such notice of resignation
to the Holders, the resigning Trustee may apposuaessor trustee on behalf of and at the exp#rtke Company or it may, upon ten
Business Days’ notice to the Company and the Hs|ddrthe expense of the Company petition any ajwdmpetent jurisdiction for the
appointment of a successor trustee, or any Holdher lvas been a bona fide holder of a Note or Nateatfleast six months may, subject to the
provisions ofSection 6.11, on behalf of himself or herself athdthers similarly situated, petition any such ddor the appointment of a
successor trustee. Such court may thereupon,saftér notice, if any, as it may deem proper andcpites appoint a successor trustee.

(b) In case at any time any of the follogvshall occur:

0] the Trustee shall cease to be eligiblaccordance with the provisions®éction 7.08 and shall fail to resign a
written request therefor by the Company or by amshsHolder, or

(i) the Trustee shall become incapablaating, or shall be adjudged a bankrupt or insdlvena receiver of the
Trustee or of its property shall be appointed,ror public officer shall take charge or control béTrustee or of its property or affairs
for the purpose of rehabilitation, conservatiotiguidation,

then, in either case, the Company may by a BoaslRton remove the Trustee and appoint a succésssiee by written instrument, in
duplicate, executed by order of the Board of Dwexitone copy of which instrument shall be delidei®the Trustee so removed and one copy
to the successor trustee, or, subject to the gomdgfSection 6.11, any Holder who has been a bona fitlieh of a Note or Notes for at least
six months may, on behalf of himself or herself atidthers similarly situated, petition any coofttcompetent jurisdiction for the removal of
the Trustee and the appointment of a successaed&ruSuch court may thereupon, after such nofieay, as it may deem proper and prescribe
remove the Trustee and appoint a successor trustee.
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(c) The Holders of a majority in aggregatimcipal amount of the Notes at the time outsiagdas determined in accordance
with Section 8.04, may at any time remove the Trustdenaminate a successor trustee that shall be deappsinted as successor trustee
unless within ten days after notice to the Compafrsuch nomination the Company objects theretajhich case the Trustee so removed or
any Holder, upon the terms and conditions and wfiseras inSection 7.09(a) provided, may petition any courtahpetent jurisdiction for an
appointment of a successor trustee.

(d) Any resignation or removal of the Trresand appointment of a successor trustee pursuany of the provisions of this
Section 7.09 shall become effective upon acceptahappointment by the successor trustee as pravitdSection 7.10.

Section 7.10 Acceptance by Successor Trusfagy successor trustee appointed as providegkiction 7.09 shall execute,
acknowledge and deliver to the Company and torgdgressor trustee an instrument accepting sudirapgent hereunder, and thereupon the
resignation or removal of the predecessor trusialt Become effective and such successor trustéeout any further act, deed or conveyance
shall become vested with all the rights, powersieduand obligations of its predecessor hereundér,like effect as if originally named as
Trustee herein; but, nevertheless, on the writtgquest of the Company or of the successor trustedrustee ceasing to act shall, upon pay
of any amounts then due to it pursuant to the gions ofSection 7.06, execute and deliver an instrumenstearing to such successor trustee
all the rights and powers of the trustee so ceasiragt. Upon request of any such successor truste€Company shall execute any and all
instruments in writing for more fully and certainhgsting in and confirming to such successor teuatesuch rights and powers. Any trustee
ceasing to act shall, nevertheless, retain a setdon to which the Notes are hereby made subotelioa all money or property held or
collected by such trustee as suek¢ept for funds held in trust for the benefit afléiers of particular Notes, to secure any amourés tlue to
pursuant to the provisions 8ection 7.06.

No successor trustee shall accept appointmentoagded in thisSection 7.10 unless at the time of such acceptsunde successor
trustee shall be eligible under the provisionSettion 7.08.

Upon acceptance of appointment by a successoedrast provided in thiSection 7.10, each of the Company and the succtasstee
at the written direction and at the expense ofdbmpany shall mail or cause to be mailed noticdefsuccession of such trustee hereunder t
the Holders at their addresses as they shall agpetiie Note Register. If the Company fails to nsaith notice within ten days after accepte
of appointment by the successor trustee, the ssecéasistee shall cause such notice to be mailtétbagxpense of the Company.

Section 7.11 Succession by Merger, Efeny corporation or other entity into which the Ties may be merged or converted or with
which it may be consolidated, or any corporatioother entity resulting from any merger, conversiorronsolidation to which the Trustee
shall be a party, or any corporation or other grsitcceeding to all or substantially all of thepmmate trust business of the Trustee (including
the administration of this Indenture), shall be shecessor to the Trustee hereunder without theugiea or filing of any paper or any further
act on the part of any of the parties herptoyidedthat in the case of any corporation or other emtityceeding to all or substantially all of the
corporate trust business of the Trustee such catiparor other entity shall be eligible under thevisions ofSection 7.08.
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In case at the time such successor to the Truktdiessicceed to the trusts created by this Indenamy of the Notes shall have been
authenticated but not delivered, any such succéssbe Trustee may adopt the certificate of auibation of any predecessor trustee, and
deliver such Notes so authenticated; and in cad®atime any of the Notes shall not have beehemiicated, any successor to the Trustee
authenticate such Notes either in the name of aeggeessor trustee hereunder or in the name slideessor trustee; and in all such cases
certificates shall have the full force which itaisywhere in the Notes or in this Indenture provitteat the certificate of the Trustee shall have;
provided, however, that the right to adopt the certificate of autiation of any predecessor trustee or to authatgtiblotes in the name of any
predecessor trustee shall apply only to its successsuccessors by merger, conversion or consmita

Section 7.12 Trustee’s Application for Instructions from ther@pany Any application by the Trustee for written instriocts from the
Company (other than with regard to any action psegiao be taken or omitted to be taken by the €autat affects the rights of the Holder:
the Notes under this Indenture) may, at the opticthe Trustee, set forth in writing any action posed to be taken or omitted by the Trustee
under this Indenture and the date on and/or aftéciwsuch action shall be taken or such omissiati ble effective. The Trustee shall not be
liable for any action taken by, or omission of, Trestee in accordance with a proposal includeslith application on or after the date
specified in such application (which date shallm@tiess than three Business Days after the dgtefficer that the Company has indicated to
the Trustee should receive such application agtuadleives such application, unless any such offiball have consented in writing to any
earlier date), unless, prior to taking any sucloador the effective date in the case of any omigs the Trustee shall have received written
instructions in accordance with this Indenturedgsponse to such application specifying the actidmettaken or omitted.

ARTICLE 8
CONCERNINGTHE HOLDERS

Section 8.01 Action by HoldersWhenever in this Indenture it is provided that H@ders of a specified percentage of the aggregate
principal amount of the Notes may take any actinal{ding the making of any demand or requestgikiing of any notice, consent or waiver
or the taking of any other action), the fact thaha time of taking any such action, the Holddrsuzh specified percentage have joined therei
may be evidenced (a) by any instrument or any numbiastruments of similar tenor executed by Hosdi@ person or by agent or proxy
appointed in writing, or (b) by the record of thel#ers voting in favor thereof at any meeting old¢ws duly called and held in accordance
with the provisions ofrticle 9, or (c) by a combination of such instrumher instruments and any such record of such aingeef Holders.
Whenever the Company or the Trustee solicits tkimgaof any action by the Holders of the Notes, @mmpany or the Trustee may fix, but
shall not be required to, in advance of such dalicin, a date as the record date for determiniolgiéts entitled to take such action. The recort
date if one is selected shall be not more thaediftdays prior to the date of commencement ofitadlien of such action.
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Section 8.02 Proof of Execution by HolderSubject to the provisions &ection 7.01,Section 7.02 andection 9.05 , proof of the
execution of any instrument by a Holder or its dgarproxy shall be sufficient if made in accordamath such reasonable rules and regula
as may be prescribed by the Trustee or in such eramshall be satisfactory to the Trustee. Thdihglof Notes shall be proved by the Note
Register or by a certificate of the Note Registfdre record of any Holders’ meeting shall be prowethe manner provided fection 9.06.

Section 8.03 Who Are Deemed Absolute Owndise Company, the Trustee, any Paying Agent, anyw&wsion Agent and any Note
Registrar may deem the Person in whose name adNatkbe registered upon the Note Register toe naay treat it as, the absolute owner o
such Note (whether or not such Note shall be ovesthd notwithstanding any notation of ownershipther writing thereon made by any
Person other than the Company or any Note Registrathe purpose of receiving payment of or oncait of the principal of and (subject to
Section 2.03) accrued and unpaid interest on suth, Xor the purpose of conversion of such Notefandll other purposes; and neither the
Company nor the Trustee nor any Paying Agent ngrGonversion Agent nor any Note Registrar shalhffected by any notice to the
contrary. All such payments or deliveries so madarty Holder for the time being, or upon its orcéall be valid, and, to the extent of the
sums or ADSs so paid or delivered, effectual tesSaaind discharge the liability for monies payabieADSs deliverable upon any such Note.
Notwithstanding anything to the contrary in thislémture or the Notes following an Event of Defaalfty Holder of a beneficial interest ir
Global Note may directly enforce against the Congparnthout the consent, solicitation, proxy, auilaation or any other action of the
Depositary or any other Person, such Holder's riglexchange such beneficial interest for a Noteentificated form in accordance with the
provisions of this Indenture.

Section 8.04 Company-Owned Notes Disregardaddetermining whether the Holders of the requiagregate principal amount of
Notes have concurred in any direction, consentyevair other action under this Indenture, Notes éin@a owned by the Company, by ¢
Subsidiary or Consolidated Affiliated Entity thefews by any Affiliate of the Company or any Subsidi or Consolidated Affiliated Entity
thereof shall be disregarded and deemed not taits¢amding for the purpose of any such determinafimvidedthat for the purposes of
determining whether the Trustee shall be proteictedlying on any such direction, consent, waivieoiier action only Notes in respect of
which a Responsible Officer is notified in writisgall be so disregarded. Notwithstanding the foregdNotes so owned that have been
pledged in good faith may be regarded as outstgrfdinthe purposes of thi8ection 8.04 if the pledgee shall establish ithtrig so act with
respect to such Notes and that the pledgee ihadtdompany, a Subsidiary or Consolidated Affiliaadity thereof or an Affiliate of the
Company or a Subsidiary or Consolidated Affiliateatity thereof. Within five days of acquisition thfe Notes by any of the above described
persons or entities, the Company shall furnisthéTrustee promptly an Officers’ Certificate ligfiand identifying all Notes, if any, known by
the Company to be owned or held by or for the antofiany of the above described Persons; andesutgSection 7.01, the Trustee shall be
entitled to accept such Officer@ertificate as conclusive evidence of the factsaimeset forth and of the fact that all Notes rnisteld therein ar
outstanding for the purpose of any such deternanati
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Section 8.05 Revocation of Consents; Future Holders Boukidany time prior to (but not after) the evidenctagthe Trustee, as
provided inSection 8.01, of the taking of any action by thdddes of the percentage of the aggregate prinaipalunt of the Notes specified in
this Indenture in connection with such action, aloyder of a Note that is shown by the evidenceaadnicluded in the Notes the Holders of
which have consented to such action may, by filimigten notice with the Trustee at its CorporateskrOffice and upon proof of holding as
provided inSection 8.02, revoke such action so far as conaercis Note. Except as aforesaid, any such acti@nthy the Holder of any Note
shall be conclusive and binding upon such Holdergon all future Holders and owners of such Noi @ any Notes issued in exchange or
substitution therefor or upon registration of tf@nshereof, irrespective of whether any notatiomegard thereto is made upon such Note o
Note issued in exchange or substitution therefarpam registration of transfer there

ARTICLE 9
HOLDERS M EETINGS

Section 9.01 Purpose of Meeting# meeting of Holders may be called at any time frath time to time pursuant to the provisions
this Article 9 for any of the following purposes:

(a) to give any notice to the Companyooitie Trustee or to give any directions to the ®e@permitted under this Indenture, or
to consent to the waiving of any Default or EveihDefault hereunder (in each case, as permitte@wtinds Indenture) and its consequences, C
to take any other action authorized to be takeRlblgers pursuant to any of the provisionsAcficle 6;

(b) to remove the Trustee and nominatgcaessor trustee pursuant to the provision&rivEle 7;
(c) to consent to the execution of an mdee or indentures supplemental hereto pursuathitprovisions oSection 10.02; or
(d) to take any other action authorizetbeédaken by or on behalf of the Holders of anycHjgal aggregate principal amount of

the Notes under any other provision of this Indestar under applicable law.

Section 9.02 Call of Meetings by Truste€he Trustee may at any time call a meeting of Halde take any action specified in
Section 9.01, to be held at such time and at sladems the Trustee shall determine. Notice ofyenereting of the Holders, setting forth the
time and the place of such meeting and in generaig the action proposed to be taken at such ngestid the establishment of any record
pursuant tdSection 8.01, shall be mailed to Holders of suckellat their addresses as they shall appear dwaieeRegister. Such notice shall
also be mailed to the Company. Such notices skathailed not less than 20 nor more than 90 days fwithe date fixed for the meeting.

Any meeting of Holders shall be valid without neti€ the Holders of all Notes then outstanding@esent in person or by proxy or if

notice is waived before or after the meeting byHioéders of all Notes then outstanding, and if@@npany and the Trustee are either presen
by duly authorized representatives or have, befo@dter the meeting, waived notice.
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Section 9.03 Call of Meetings by Company or Holdels.case at any time the Company, pursuant to adBRasolution, or the
Holders of at least 10% of the aggregate prinapabdunt of the Notes then outstanding, shall hageasted the Trustee to call a meeting of
Holders, by written request setting forth in reasaa detail the action proposed to be taken attbeting, and the Trustee shall not have m
the notice of such meeting within 20 days afteeigicof such request, then the Company or suchetislthay determine the time and the place
for such meeting and may call such meeting to takeaction authorized i&ection 9.01, by mailing notice thereof as provide8ection 9.02.

Section 9.04 Qualifications for VotingTo be entitled to vote at any meeting of HoldeReason shall (a) be a Holder of one or more
Notes on the record date pertaining to such meetirfg) be a Person appointed by an instrumentriting as proxy by a Holder of one or m
Notes on the record date pertaining to such meefihg only Persons who shall be entitled to begmesr to speak at any meeting of Holc
shall be the Persons entitled to vote at such mgeetid their counsel and any representatives ofth&tee and its counsel and any
representatives of the Company and its counsel.

Section 9.05 RegulationsNotwithstanding any other provisions of this Indert the Trustee may make such reasonable regudatio
as it may deem advisable for any meeting of Holdarsegard to proof of the holding of Notes andh# appointment of proxies, and in regard
to the appointment and duties of inspectors ofs/dtee submission and examination of proxies, fotgates and other evidence of the right to
vote, and such other matters concerning the corafube meeting as it shall think fit.

The Trustee shall, by an instrument in writing, @ppa temporary chairman of the meeting, unlesstieeting shall have been called
by the Company or by Holders as provide&attion 9.03, in which case the Company or the étsldalling the meeting, as the case may be,
shall in like manner appoint a temporary chairnrfapermanent chairman and a permanent secretaheaheeting shall be elected by vote of
the Holders of a majority in principal amount oétNotes represented at the meeting and entitledteat the meeting.

Subject to the provisions &ection 8.04, at any meeting of Holders each Habdg@roxy-holder shall be entitled to one votedach
US$1,000 principal amount of Notes held or represihy him or herprovided, however, that no vote shall be cast or counted at any ingeet
in respect of any Note challenged as not outstanalim ruled by the chairman of the meeting to li®ntstanding. The chairman of the
meeting shall have no right to vote other than ibp& of Notes held by it or instruments in writing aforesaid duly designating it as the proxy
to vote on behalf of other Holders. Any meetindgiofders duly called pursuant to the provisionsettion 9.02 oSection 9.03 may be
adjourned from time to time by the Holders of aonigy of the aggregate principal amount of Notgwresented at the meeting, whether or not
constituting a quorum, and the meeting may be aglso adjourned without further notice.

Minutes shall be made of all resolutions and prdiegs at every meeting and, if purporting to bensijby the chairman of that
meeting or of the next succeeding meeting of Haldéthe Notes, shall be conclusive evidence ohta#ers in them. Until the contrary is
proved every meeting for which minutes have beemade and signed shall be deemed to have beeralovyened and held and all resoluti
passed or proceedings transacted at it to havedédgpassed and transacted.
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Section 9.06 Voting.The vote upon any resolution submitted to any mgetf Holders shall be by written ballot on whidtalt be
subscribed the signatures of the Holders or of tlegiresentatives by proxy and the outstandingeagde principal amount of the Notes held ol
represented by them. The permanent chairman ohd®ting shall appoint two inspectors of votes whallount all votes cast at the meeting
for or against any resolution and who shall malkefda with the secretary of the meeting their fied written reports in duplicate of all votes
cast at the meeting. A record in duplicate of ttacpedings of each meeting of Holders shall begyepby the secretary of the meeting and
there shall be attached to said record the origegobrts of the inspectors of votes on any votediiot taken thereat and affidavits by one or
more Persons having knowledge of the facts seftirth a copy of the notice of the meeting and simovthat said notice was mailed as
provided inSection 9.02. The record shall show the aggregateipal amount of the Notes voting in favor ofagainst any resolution. The
record shall be signed and verified by the affitaef the permanent chairman and secretary of #neting and one of the duplicates shall be
delivered to the Company and the other to the €rugi be preserved by the Trustee, the latterve htiached thereto the ballots voted at the
meeting.

Any record so signed and verified shall be congkigividence of the matters therein stated.

Section 9.07 No Delay of Rights by Meetingothing contained in thiArticle 9 shall be deemed or construed to authavizeermit,
by reason of any call of a meeting of Holders or aghts expressly or impliedly conferred hereunidemake such call, any hindrance or delay
in the exercise of any right or rights conferredmwior reserved to the Trustee or to the Holderguady of the provisions of this Indenture or
of the Notes.

ARTICLE 10
SUPPLEMENTAL INDENTURES

Section 10.01 Supplemental Indentures Without Consent of Helddre Company, when authorized by the resolutiorth@Board
of Directors, and the Trustee, at the Company’sagp and direction, may from time to time and gttane enter into an indenture or
indentures supplemental hereto for one or morbefdllowing purposes:

€) to cure any ambiguity, omission, defadnconsistency;

(b) to provide for the assumption by acssor Company of the obligations of the Compardeuthis Indenture pursuant to
Article 11;

(c) to add guarantees with respect td\tbees;

(d) to secure the Notes;
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(e) to add to the covenants or Eventsefabits of the Company for the benefit of the Hodder surrender any right or power
conferred upon the Company;

) upon the occurrence of any transactipevent described iBection 14.07(a), to (i) provide that the Notes@nvertible intc
Reference Property, subject3ection 14.02, and (ii) effect the related charigehe terms of the Notes described urBection 14.07(a), in
each case, in accordance wibction 14.07;

(9) to make any change that does not aélyeaffect the rights of any Holder; or
(h) to conform the provisions of this Imtiere or the Notes to the “Description of the Nbtection of the Offering
Memorandum.

Upon the written request of the Company, the Trugdereby authorized to join with the Companthim execution of any such
supplemental indenture, to make any further apjpagreements and stipulations that may be themitained, but the Trustee shall not be
obligated to, but may in its discretion, enter iatty supplemental indenture that affects the Telstwn rights, duties or immunities under -
Indenture or otherwise. The Trustee shall be eudtitb seek an Opinion of Counsel, at the Compaxpense, that any such supplemental
indenture is authorized and permitted by the tesfithis Indenture and not contrary to law.

Any supplemental indenture authorized by the piowss of thisSection 10.01 may be executed by the Company andirtistee
without the consent of the Holders of any of théd¥at the time outstanding, notwithstanding anghefprovisions oSection 10.02.

Section 10.02 Supplemental Indentures with Consent of Holdéfigh the consent (evidenced as providediticle 8) of the Holders
of at least a majority of the aggregate principabant of the Notes then outstanding (determinestoordance witlrticle 8 and including,
without limitation, consents obtained in connectigith a repurchase of, or tender or exchange éfieNotes), the Company, when authorizec
by the resolutions of the Board of Directors, amgl Trustee, at the Company’s expense, may fromttntiene and at any time enter into an
indenture or indentures supplemental hereto fopthrpose of adding any provisions to or changingny manner or eliminating any of the
provisions of this Indenture or any supplementdeimture or of modifying in any manner the rightshef Holdersprovided, however, that,
without the consent of each Holder of an outstagdiote affected, no such supplemental indentur; sha

(a) reduce the amount of Notes whose Hsld®ist consent to an amendment;

(b) reduce the rate of or extend the dttitee for payment of interest on any Note;
(c) reduce the principal of or extend kh&turity Date of any Note;

(d) make any change that adversely affiset€onversion rights of any Notes;
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(e) reduce the Repurchase Price payabtheoRepurchase Date or the Fundamental Changed¢keyse Price of any Note or
amend or modify in any manner adverse to the Heltte Company’s obligation to make such paymertigtier through an amendment or
waiver of provisions in the covenants, definitimrotherwise;

® make any Note payable in a currendyeothan U.S. dollars;
(9) change the ranking of the Notes;
(h) impair the right of any Holder to raeepayment of principal and interest on such HoidBotes on or after the due dates

therefor (including the Tax Redemption Price, ipligable) or to institute suit for the enforcemehtiny payment on or with respect to such
Holder’s Note;

0] change the Company’s obligation to palditional Amounts on any Note; or

@) make any change in tifisticle 10 that requires each Holder’s consenihahie waiver provisions iBection 6.02 oSection
6.09 .

Upon the written request of the Company, and uperfiting with the Trustee of evidence of the cartsaf Holders as aforesaid and
subject taSection 10.05, the Trustee shall join with the Campin the execution of such supplemental indentatess (i) the Trustee has not
received an Opinion of Counsel reasonably satigfgdb it that such supplemental indenture is atited and permitted by the terms of this
Indenture and not contrary to law or (ii) such deppental indenture affects the Trustee’s own riglitgies or immunities under this Indenture
or otherwise, in which case the Trustee may idigsretion, but shall not be obligated to, entéo Buch supplemental indenture.

Holders do not need under tl8sction 10.02 to approve the particular form of prgposed supplemental indenture. It shall be
sufficient if such Holders approve the substaneeebf. After any supplemental indenture becomesctffe undeSection 10.01 oBection
10.02, the Company shall mail to the Holders acedbiriefly describing such supplemental indentti@vever, the failure to give such notice
all the Holders, or any defect in the notice, widt impair or affect the validity of the supplemarnndenture.

Section 10.03 Effect of Supplemental Indentur&pon the execution of any supplemental indentursyant to the provisions of this
Article 10, this Indenture shall be and be deenodoket modified and amended in accordance therewdtttze respective rights, limitation of
rights, obligations, duties and immunities undés thdenture of the Trustee, the Company and tHdets shall thereafter be determined,
exercised and enforced hereunder subject in glests to such modifications and amendments antleaterms and conditions of any such
supplemental indenture shall be and be deemed pa®f the terms and conditions of this Indenforeany and all purposes.

Section 10.04 Notation on Notes\otes authenticated and delivered after the exatwd any supplemental indenture pursuant to the
provisions of thidArticle 10 may, at the Company’s expense, bearation in form approved by the Trustee as to angteng@rovided for in
such supplemental indenture. If the Company ofTtlustee shall so determine, new Notes so modiféetd @onform, in the opinion of the
Trustee and the Board of Directors, to any modiitcaof this Indenture contained in any such supgetal indenture may, at the Company’s
expense, be prepared and executed by the Compahgnticated by the Trustee and delivered in exgédar the Notes then outstanding, u
surrender of such Notes then outstanding.
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Section 10.05 Evidence of Compliance of Supplemental Inderttuige Furnished Trustetn addition to the documents required by
Section 17.06, the Trustee shall receive an Ofideertificate and an Opinion of Counsel each staind as conclusive evidence that any
supplemental indenture executed pursuant heretplemswith the requirements of thisticle 10 and is permitted or authorized by this
Indenture and is not contrary to law.

ARTICLE 11
CONSOLIDATION, MERGER SALE, CONVEYANCE AND LEASE

Section 11.01 Company May Consolidate, Etc. on Certain Ter@ubject to the provisions &ection 11.02, the Company shall not
consolidate with, merge with or into, or sell, cegytransfer or lease all or substantially alltefaroperties and assets to another Person, u

€) the resulting, surviving or transfeRErson (the Successor Company), if not the Company, shall be a corporation
organized and existing under the laws of the UnBitates of America, any State thereof, the Distric€olumbia, the Cayman Islands, the
British Virgin Islands, Bermuda or Hong Kong ane tBuccessor Company (if not the Company) shallesgty assume, by supplemental
indenture all of the obligations of the Company emithe Notes and this Indenture (including, fordkeidance of doubt, the obligation to pay
Additional Amounts pursuant t8ection 4.07); and

(b) immediately after giving effect to suransaction, no Default or Event of Default sthalVe occurred and be continuing ur
this Indenture.

For purposes of thiSection 11.01, the sale, conveyance, transferaselef all or substantially all of the properties assets of one or
more Subsidiaries or Consolidated Affiliated Eerstiof the Company to another Person, which pragseatnd assets, if held by the Company
instead of such Subsidiaries or Consolidated At#d Entities, would constitute all or substanyiall of the properties and assets of the
Company on a consolidated basis, shall be deemieel tloe sale, conveyance, transfer or lease of allibstantially all of the properties and
assets of the Company to another Person.

59




Section 11.02 Successor Corporation to Be Substitutactase of any such consolidation, merger, salevepance, transfer or lease
and upon the assumption by the Successor Comparsydplemental indenture, executed and delivergdetd@rustee and satisfactory in form
to the Trustee, of the due and punctual paymetiteoprincipal of and accrued and unpaid interesilbof the Notes (including, for the
avoidance of doubt, any Additional Amounts), the dnd punctual delivery or payment, as the casebmagf any consideration due upon
conversion of the Notes (including, for the avoickof doubt, any Additional Amounts) and the dué panctual performance of all of the
covenants and conditions of this Indenture to éopmed by the Company, such Successor Compamp{ithe Company) shall succeed to
and, except in the case of a lease of all or snbatly all of the Company’s properties and ass&tsll be substituted for the Company, with the
same effect as if it had been named herein asatig pf the first part. Such Successor Companyetiigon may cause to be signed, and may
issue either in its own name or in the name of@bmpany any or all of the Notes issuable hereuntiéch theretofore shall not have been
signed by the Company and delivered to the Trustee; upon the order of such Successor Compargaithsif the Company and subject to all
the terms, conditions and limitations in this Intlea prescribed, the Trustee shall authenticateshatl deliver, or cause to be authenticatec
delivered, any Notes that previously shall haventsgned and delivered by the Officers of the Comya the Trustee for authentication, and
any Notes that such Successor Company thereatibrcsiuse to be signed and delivered to the Trustethat purpose. All the Notes so issued
shall in all respects have the same legal rankbanefit under this Indenture as the Notes theretado thereafter issued in accordance with th
terms of this Indenture as though all of such Nbtes been issued at the date of the execution hénethe event of any such consolidation,
merger, sale, conveyance or transfer (but notércise of a lease), upon compliance withAigle 11 the Person named as the “Company”
the first paragraph of this Indenture (or any sasoethat shall thereafter have become such imdreer prescribed in thisrticle 11 ) may be
dissolved, wound up and liquidated at any timedhfer and, except in the case of a lease, sucoi®Pshall be released from its liabilities as
obligor and maker of the Notes and from its obligat under this Indenture and the Notes.

In case of any such consolidation, merger, saleyeyance, transfer or lease, such changes in ghoageand form (but not in
substance) may be made in the Notes thereafter isshed as may be appropriate.

Section 11.03 Opinion of Counsel to Be Given to Trust¥e.consolidation, merger, sale, conveyance, tramsfeease shall be
effective unless the Trustee shall receive an éf§icCertificate and an Opinion of Counsel eaclirsjeand as conclusive evidence that any
such consolidation, merger, sale, conveyance,ferans lease and any such assumption and, if aleogmtal indenture is required in
connection with such transaction, such supplemémd&nture, complies with the provisions of tAidicle 11.

ARTICLE 12
IMMUNITY OF INCORPORATORS STOCKHOLDERS OFFICERSAND DIRECTORS

Section 12.01 Indenture and Notes Solely Corporate Obligatiows.recourse for the payment of the principal ohocrued and
unpaid interest on any Note, nor for any claim dabsereon or otherwise in respect thereof, andenourse under or upon any obligation,
covenant or agreement of the Company in this Indendr in any supplemental indenture or in any Note because of the creation of any
indebtedness represented thereby, shall be hadsagaiy incorporator, stockholder, employee, agefiicer or director or Subsidiary, as such,
past, present or future, of the Company or of aregessor corporation, either directly or through @ompany or any successor corporation,
whether by virtue of any constitution, statute werof law, or by the enforcement of any assessmiepénalty or otherwise; it being expressly
understood that all such liability is hereby exphgsvaived and released as a condition of, andassideration for, the execution of this
Indenture and the issue of the Notes.
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ARTICLE 13
INTENTIONALLY OMITTED

ARTICLE 14
CONVERSIONOF NOTES

Section 14.01 Conversion PrivilegeSubject to and upon compliance with the provisiofthis Article 14, each Holder of a Note st
have the right, at such Holder’s option, to conediror any portion (if the portion to be converisdJS$1,000 principal amount or an integral
multiple thereof) of such Note at any time priotle close of business on the second Businessrbagdiately preceding the Maturity Date at
an initial conversion rate of 9.0334 ADSs (subjecadjustment as provided in thisrticle 14, the “Conversion Rate”) per US$1,000
principal amount of Notes (subject to, and in adeoce with, the settlement provisionsSafction 14.02, the Conversion Obligation™).

Section 14.02 Conversion Procedure; Settlement Upon Conversion.

(a) Upon conversion of any Note, the Conypshall cause to be delivered to the convertingléeto in respect of each US$1,000
principal amount of Notes being converted, a nunabéDSs equal to the Conversion Rate, togethen witash payment, if applicable, in lieu
of any fractional ADS in accordance with subsec{jpof this Section 14.02, on the third Business Day immedjdtalowing the relevant
Conversion Date.

(b) Subject t&ection 14.02(e) , b efore any Holder of a Notdl $fzaentitled to convert a Note as set forth abeueh Holder
shall (i) in the case of a Global Note, comply vittle procedures of the Depositary in effect at tina¢ and, if required, pay funds equal to
interest payable on the next Interest Payment aténich such Holder is not entitled as set fortisection 14.02(h) , and complete, manually
sign and deliver a duly completed irrevocable reoticthe Conversion Agent as set forth in the FofiNotice of Conversion (or a facsimile
thereof) (a “Notice of Conversion”) and (ii) in the case of a Physical Note (1) céetg, manually sign and deliver a duly completed
irrevocable Notice of Conversion to the Conversdgent at the office of the Conversion Agent andesia writing therein the principal amot
of Notes to be converted and the name or namebk aaliiresses) in which such Holder wishes the wati or certificates for any ADSs to be
delivered upon settlement of the Conversion Ohligato be registered, (2) surrender such Notey, entlorsed to the Company or in blank
(and accompanied by appropriate endorsement ansféradocuments), at the office of the Conversigewt, (3) if required, furnish
appropriate endorsements and transfer document@aifdequired, pay funds equal to interest pdgaim the next Interest Payment Date to
which such Holder is not entitled as set fortfsaction 14.02(h). The Trustee (and if differeng, @onversion Agent) shall notify the Company
of any conversion pursuant to tiisticle 14 on the Conversion Date for such conve@rsNo Notice of Conversion with respect to anydgot
may be delivered and no Notes may be surrenderadHnider for conversion thereof if such Holder hls® delivered a Repurchase Notice or
Fundamental Change Repurchase Notice to the Compaagpect of such Notes and not validly withdraaueh Repurchase Notice or
Fundamental Change Repurchase Notice in accordeitit&ection 15.03. Any Notice of Conversion shall bpatited in duplicate at the
office of any Conversion Agent on any Business Bagn 9:00 a.m. to 3:00 p.m. at the location of @@nversion Agent to which such Notice
of Conversion is delivered. Any Notice of Conversand any Physical Note (if issued) deposited dattfie hours specified or on a day that is
not a Business Day at the location of the Convarsigent shall for all purposes be deemed to haea beposited with that Conversion Agent
between 9:00 a.m. and 3:00 p.m. on the next BusiDey.
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If more than one Note shall be surrendered for ewsign at one time by the same Holder, the Conmer®bligation with respect to
such Notes shall be computed on the basis of theeggte principal amount of the Notes (or specifiedions thereof to the extent permitted
thereby) so surrendered. None of the agents ofithgtee shall have any responsibility whatsoevén vaspect to the issuance and delivery of
the ADSs to the converting Holder.

(c) A Note shall be deemed to have beewexded immediately prior to the close of businesshe date (the Conversion Date
") that the Holder has complied with the requireseset forth in subsectiqb) above. The Company shall issue or cause tesued, and
deliver to the Conversion Agent or to such Hola@ersuch Holder's nominee or nominees, certificatea book-entry transfer through the
Depositary for the full number of ADSs to which bBudolder shall be entitled in satisfaction of thenghbany’s Conversion Obligation.

(d) In case any Note shall be surrend@egartial conversion, the Company shall execuig iastruct the Trustee who shall
authenticate and deliver to or upon the writtereoaf the Holder of the Note so surrendered a nete ldr Notes in authorized denominations
in an aggregate principal amount equal to the unedead portion of the surrendered Note, withoutrpagt of any service charge by the
converting Holder but, if required by the Compamylcustee, with payment of a sum sufficient to aoamey documentary, stamp or similar
issue or transfer tax or similar governmental chaggjuired by law or that may be imposed in conardherewith as a result of the name of
the Holder of the new Notes issued upon such ceiwebeing different from the name of the Holdettef old Notes surrendered for such
conversion.

(e) If a Holder submits a Note for convemns the Company shall pay any documentary, stanginailar issue or transfer tax due
on the delivery of the ADSs upon conversion oflfteges (or the issuance of the underlying Class A@on Shares), unless the tax is due
because the Holder requests such ADSs (or suck @l&mmon Shares) to be issued in a name othetttigaHolder's name, in which case
the Holder shall pay that tax. The Conversion Ageay refuse to deliver the certificates representire ADSs (or the Class A Common
Shares) being issued in a name other than the F®idgme until the Trustee receives a sum suffidepay any tax that is due by such Holdel
in accordance with the immediately preceding ser@eihe Company shall pay the Depositary’s feessgrance of the ADSs.

Q) Except as provided Bection 14.04, no adjustment shall be made foddivils on any ADSs delivered upon the conversic
any Note as provided in this Article 14.

(9) Upon the conversion of an interest iBlobal Note, the Trustee shall make a notatiosumi Global Note as to the reduction

in the principal amount represented thereby. Thea@amy shall notify the Trustee in writing of anyngersion of Notes effected through any
Conversion Agent other than the Trustee.
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(h) Upon conversion, a Holder shall naeige any separate cash payment for accrued araidlimperest, if any, except as set
forth below. The Company’s settlement of the Cosiar Obligation shall be deemed to satisfy in itisllobligation to pay the principal amount
of the Note and accrued and unpaid interest, if tmbut not including, the relevant Conversiontedb@s a result, accrued and unpaid interest
if any, to, but not including, the relevant ConvensDate shall be deemed to be paid in full rathan cancelled, extinguished or forfeited.
Notwithstanding the foregoing, if Notes are conedrafter the close of business on a Regular Rd2ate, Holders of such Notes as of
close of business on such Regular Record Datged#ive the full amount of interest payable on sNokes on the corresponding Interest
Payment Date notwithstanding the conversion. Netesendered for conversion during the period fromdlose of business on any Regular
Record Date to the open of business on the imnedgifillowing Interest Payment Date must be accamgzhby funds equal to the amount of
interest payable on the Notes so convenedyidedthat no such payment shall be required (1) for eosiens following the Regular Record
Date immediately preceding the Maturity Date; (2Zhe Company has delivered a Tax Redemption Ngtizsuant trticle 16 and has
specified therein a Tax Redemption Date that isr&tRegular Record Date and on or prior to therigss Day immediately following the
corresponding Interest Payment Date; (3) if the gamy has specified a Fundamental Change Repurtlfseehat is after a Regular Record
Date and on or prior to the Business Day immedidtalowing the corresponding Interest Payment Datg4) to the extent of any Defaulted
Amounts, if any Defaulted Amounts exist at the tioieonversion with respect to such Note. For theidance of doubt, all Holders on the
Regular Record Date immediately preceding the Nigtirate will receive the full amount of interesty@able on such Notes on the Maturity
Date, regardless of whether such Notes have bewreded following such Regular Record Date.

0] The Person in whose name the certéi¢ar any ADSs delivered upon conversion is reged shall be treated as a holder of
record of such ADSs as of the close of businegh®mnelevant Conversion Date. Upon a conversiadaiés, such Person shall no longer be a
Holder of such Notes surrendered for conversion.

@) The Company shall not issue any fiatil ADS upon conversion of the Notes and shateax$ pay cash in lieu of any
fractional ADS deliverable upon conversion basedhenLast Reported Sale Price of the ADSs on tlevaet Conversion Date.

Section 14.03 Increased Conversion Rate Applicable to Certairteld Surrendered in Connection with Make-Whole Romehtal
Changes(a) If (i) a Make-Whole Fundamental Change occuimrfo the Maturity Date or (ii) the Company deré a Tax Redemption Notice
and, in each case, a Holder elects to convertatedNin connection with such Make-Whole Fundamedtenge or such Tax Redemption, as
the case may be, the Company shall, under themsstances described below, increase the ConverstnfBr the Notes so surrendered for
conversion by a number of additional ADSs (thdtitional ADSs "), as described below. A conversion of Notes shaldeemed for these
purposes to be “in connection with” such Make-WHealmdamental Change if the relevant Notice of Cesiga is received by the Conversion
Agent from, and including, the Effective Date oé thlake-Whole Fundamental Change up to, and inofydive second Business Day
immediately prior to the related Fundamental ChaRgpurchase Date (or, in the case of a Make-Whahel&mental Change that would have
been a Fundamental Change but forghavisoin clause (b) of the definition thereof, the 35ttading Day immediately following the Effective
Date of such Make-Whole Fundamental Change). A emion of Notes shall be deemed for these purpodas “in connection with” a Tax
Redemption if the relevant Notice of Conversioreiseived by the Conversion Agent from, and inclgdihe date the Company delivers a Tax
Redemption Notice to, and including, the secondiiiss Day immediately prior to the related Tax Repiion Date. The Company shall
provide written notification to Holders and the $tree of the Effective Date of any Make-Whole Fundatal Change and issue a press releas
announcing such Effective Date no later than fiusiBess Days after such Effective Date.
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(b) Upon surrender of Notes for conversiononnection with a Make-Whole Fundamental Chamg€ax Redemption, the
Company shall cause to be delivered ADSs, incluttiegAdditional ADSs, in accordance wiBection 14.02provided, however, that if, at the
effective time of a Make-Whole Fundamental Changgcdbed in clause (b) of the definition of FundataéChange, the Reference Property
following such Make-Whole Fundamental Change isposed entirely of cash, for any conversion of Nédiewing the Effective Date of
such Make-Whole Fundamental Change, the Conve@@idigation shall be calculated based solely orABS Price for the transaction and
shall be deemed to be an amount of cash per US$hs@cipal amount of converted Notes equal toGbeaversion Rate (including any
adjustment for Additional ADSshultiplied bysuch ADS Price.

(c) The number of Additional ADSs, if ary, which the Conversion Rate shall be increasetl bk determined by reference to
the table below, based on (i) the date on whichMhke-Whole Fundamental Change occurs or beconfiestiet or, in the case of a Tax
Redemption, the date on which the Company deli@érax Redemption Notice (in each case, tEdféctive Date”) and (ii) the price paid (or
deemed to be paid) per ADS in the Make-Whole Fureddal Change or, in the case of a Tax Redemptienaverage of the Last Reported
Sale Prices of the ADSs over the five Trading Dasiqu ending on, and including, the Trading Day iediately preceding the date the
Company delivers such Tax Redemption Notice (imease, the ADS Price”). If the holders of the ADSs receive in exchangetlieir ADS:
only cash in a Make-Whole Fundamental Change destiin clause (b) of the definition of Fundame@hhnge, the ADS Price shall be the
cash amount paid per ADS. Otherwise, the ADS Riiadl be the average of the Last Reported Sale$®dtthe ADSs over the five Trading
Day period ending on, and including, the Tradinyy Damediately preceding the Effective Date of thakd-Whole Fundamental Change.

(d) The ADS Prices set forth in the coluh@adings of the table below shall be adjusted asydate on which the Conversion
Rate of the Notes is otherwise adjusted. The aajuBDS Prices shall equal the ADS Prices applicatbiaediately prior to such adjustment,
multiplied bya fraction, the numerator of which is the ConvardRate immediately prior to such adjustment giviisg to the ADS Price
adjustment and the denominator of which is the @osion Rate as so adjusted. The number of AdditidbB&s set forth in the table below
shall be adjusted in the same manner and at the 8ara as the Conversion Rate as set fortheation 14.04 .

(e) The following table sets forth the rhenof Additional ADSs to be received per US$1,p@i@cipal amount of Notes pursu.
to thisSection 14.03 for each ADS Price and Effective Bateforth below:
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ADS price

Effective date US$82.0C  US$85.0C  US$90.0C  US$100.0( US$110.7( US$125.0( US$140.0( US$160.0( US$190.0( US$230.0( US$275.0( US$350.0
March 24, 201« 3.1617 3.079¢ 2.742( 2.196° 1.756¢ 1.325¢ 1.003( 0.705( 0.425¢ 0.2197 0.098¢ 0.014¢
April 1, 2015 3.161 3.063: 2.707: 2.137: 1.681¢ 1.242: 0.918¢ 0.626¢ 0.361( 0.173( 0.068: 0.004:
April 1, 2016 3.1617 3.020¢ 2.642: 2.041¢ 1.568¢ 1.121¢ 0.801¢ 0.521% 0.278¢ 0.117¢ 0.036¢ 0.000(
April 1, 2017 3.1617 2.935¢ 2.525( 1.882¢ 1.389( 0.937( 0.628: 0.373¢ 0.1717 0.054¢ 0.007: 0.000(
April 1, 2018 3.1617 2.781¢ 2.314° 1.599: 1.072% 0.625¢ 0.353: 0.161: 0.043( 0.001¢ 0.000( 0.000(
April 1, 2019 3.161 2.731% 2.077: 0.966¢ 0.000( 0.000( 0.000( 0.000( 0.000( 0.000( 0.000( 0.000(
The exact ADS Prices and Effective Dates may natdbdorth in the table above, in which case:
@ if the ADS Price is between two AD3des in the table above or the Effective Date isveen two Effective

Dates in the table, the number of Additional ADBalkbe determined by a straight-line interpolati@miween the number of
Additional ADSs set forth for the higher and lowddS Prices and the earlier and later Effective Bats applicable, based on a 365-
day year;

(i) if the ADS Price is greater than US$3® per ADS (subject to adjustment in the samenaiaas the ADS
Prices set forth in the column headings of theetallove pursuant to subsection (d) above), no iddit ADSs shall be added to the
Conversion Rate; and

(iii) if the ADS Price is less than US$828€r ADS (subject to adjustment in the same maaséhe ADS Prices set
forth in the column headings of the table abovespant to subsection (d) above), no Additional ABBall be added to the Convers
Rate.

Notwithstanding the foregoing, in no event shadl @onversion Rate per US$1,000 principal amouiaiés exceed 12.1951 ADSs, subjec
adjustment in the same manner as the ConversienfRasuant t&ection 14.04.

® Nothing in thisSection 14.03 shall prevent an adjustment to thev€msion Rate pursuant 8ection 14.04.

Section 14.04 Adjustment of Conversion Ratithe number of Class A Common Shares represdntdble ADSs is changed, after

date of this Indenture, for any reason other thanar more of the events described in 8estion 14.04, the Company shall make an
appropriate adjustment to the Conversion Rate thatithe number of Class A Common Shares repregségtéhe ADSs upon which
conversion of the Notes is based remains the same.
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Notwithstanding the adjustment provisions descriinetthis Section 14.04, if the Company distributes to hads#rthe Class A
Common Shares any cash, rights, options, warrahéses of capital stock or similar equity interestdences of indebtedness or other assets
property of the Company (but excluding Expiring &) and a corresponding distribution is not madediders of the ADSs, but, instead, the
ADSs shall represent, in addition to Class A Comr8bares, such cash, rights, options, warrantsestwrCapital Stock or similar equity
interest, evidences of indebtedness or other agsgi®perty of the Company, then an adjustmettiedConversion Rate described in this
Section 14.04 shall not be made until and unless@esponding distribution (if any) is made to leklof the ADSs, and such adjustment tc
Conversion Rate shall be based on the distributiade to the holders of the ADSs and not on theiligion made to the holders of the Class
A Common Shares. However, in the event that the oy issues or distributes to all holders of thas€IA Common Shares any Expiring
Rights, notwithstanding the immediately precediegtence, the Company shall adjust the Conversioa Rasuant t&ection 14.04(b) (in the
case of in-the-money Expiring Rights entitling harisl of the Class A Common Shares for a period bfmaye than 45 calendar days after the
announcement date of such issuance to subscriloe farchase Class A Common Shares or ADSSeation 14.04(c) (in the case of all other
Expiring Rights);providedthat Holders of the Notes that convert their Nqtesr to the close of business on the Record Datsidch
distribution will receive such Expiring Rights and adjustment to the Conversion Rate.

For the avoidance of doubt, if any event describdtlis Section 14.04 results in a change to the numb@&ia¥s A Common Shares
represented by the ADSs, then such change shdiémed to satisfy the Company’s obligation to efflee relevant adjustment to the
Conversion Rate on account of such event to thenéstich change produces the same economic reghk adjustment to the Conversion F
that would otherwise have been made on accountabf svent.

Subject to the foregoing, the Conversion Rate sfmldjusted from time to time by the Company if ahthe following events occul
except that the Company shall not make any adjugsrie the Conversion Rate if Holders of the N@sicipate (other than in the case of a
share split or share combination), at the same éintkupon the same terms as holders of the ADSsaaly as a result of holding the Notes
any of the transactions described in tBéction 14.04, without having to convert their Not&s if they held a number of ADSs equal to the
Conversion Ratemultiplied bythe principal amount (expressed in thousands) eédbeld by such Holder. Neither the Trustee ner th
Conversion Agent shall have any responsibility tnitor the accuracy of the calculation of any atihent to the Conversion Rate, and the
same shall be conclusive and binding on the Holadrsent manifest error. Notice of such adjustrtettie Conversion Rate shall be given by
the Company promptly to the Holders, the Trustektthe Paying Agent and Conversion Agent and steatldnclusive and binding on the
Holders, absent manifest error.

(a) If the Company exclusively issues €lagCommon Shares as a dividend or distributiothenClass A Common Shares, or if
the Company effects a share split or share conibmahe Conversion Rate shall be adjusted baseHeofollowing formula:
. ' OS
CR, =CR, x—L
0s,
where,
CR, = the Conversion Rate in effect immediately pritte close of business on the Record Date foAf®s of such dividend or
distribution, or immediately prior to the open afdiness on the effective date of such share spéihare combination, as
applicable;
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CR, = the Conversion Rate in effect immediately after tlose of business on such Record Date or imnedygliafter the open of
business on such effective date, as applici

0s, = the number of Class A Common Shares outstandingeidiately prior to the close of business on suetoRd Date or
immediately prior to the open of business on sufdctve date, as applicable; a

(O = the number of Class A Common Shares outstandingeidiately after giving effect to such dividendstdbution, share split
or share combinatiol

Any adjustment made under tt8gction 14.04(a) shall become effective immediaaftigr the close of business on the Record Datthéor
ADSs for such dividend or distribution, or immedigtafter the open of business on the effective flat such share split or share combination
as applicable. If any dividend or distribution béttype described in th&ection 14.04(a) is declared but not so paid oremtie Conversion
Rate shall be immediately readjusted, effectivefahe date the Board of Directors determines agay such dividend or distribution, to the
Conversion Rate that would then be in effect ifrsdividend or distribution had not been declared.

(b) If the Company issues to all or subgdly all holders of the Class A Common Sharase(dly in or in the form of ADSs)
any rights, options or warrants entitling them, dgueriod of not more than 45 calendar days dfteahnouncement date of such issuance, to
subscribe for or purchase Class A Common Sharescli or in the form of ADSs) at a price per Clds€ommon Share that is less than the
average of the Last Reported Sale Prices of thes@laCommon Shares or the ADSs, as the case m@gliided by, in the case of the ADSs,
the number of Class A Common Shares then reprasegtene ADS), for the 10 consecutive Trading Desiqrl ending on, and including, the
Trading Day immediately preceding the date of ameement of such issuance, the Conversion Ratelsh@dicreased based on the following
formula:

CR, =CR, x 2 tX
0s, +Y
where,
CR, = the Conversion Rate in effect immediately priotte close of business on the Record Date foAt®s for such issuance;
CR, = the Conversion Rate in effect immediately after tlose of business on such Record Date;
0s, = the number of Class A Common Shares outstandinggidiately prior to the close of business on suetoRl Date;
X = the total number of Class A Common Shares ¢tliyeor in the form of ADSs) deliverable pursuamtsuch rights, options or

warrants; ant
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Y = the number of Class A Common Shares equa) théi aggregate price payable to exercise suclsrightions or warrants,
divided by(ii) the quotient of (a) the average of the Lasp&#ed Sale Prices of the ADSs over the 10 consgctlitading
Day period ending on, and including, the Tradiny amediately preceding the date of announcemethiefssuance of
such rights, options or warrardivided by(b) the number of Class A Common Shares then repted by one ADS

Any increase made under ttf8gction 14.04(b) shall be made successively wherawesuch rights, options or warrants are issunedsaall
become effective immediately after the close ofitess on the Record Date for the ADSs for suchaisse. To the extent that Class A
Common Shares or ADSs are not delivered aftertpeation of such rights, options or warrants, @enversion Rate shall be decreased to th
Conversion Rate that would then be in effect hadriarease with respect to the issuance of sutltstigptions or warrants been made on the
basis of delivery of only the number of Class A Goom Shares actually delivered (directly or in thef of ADSSs). If such rights, options or
warrants are not so issued, the Conversion Ratetshdecreased to the Conversion Rate that wddd be in effect if such the Record Date
for the ADSs for such issuance had not occurred.

For purposes of thiSection 14.04(b), in determining whether any rigbfgtions or warrants entitle the holders to subsdcior or
purchase Class A Common Shares (directly or ifdhma of ADSs) at a price per Class A Common Shia is less than such average of the
Last Reported Sale Prices of the Class A CommonreSta the ADSs, as the case may bwifled by, in the case of the ADSs, the number of
Class A Common Shares then represented by one A@She 10 consecutive Trading Day period endingand including, the Trading Day
immediately preceding the date of announcemenddoh issuance, and in determining the aggregageimdf price of such Class A Common
Shares or ADSs, there shall be taken into accauntansideration received by the Company for sigiits, options or warrants and any
amount payable on exercise or conversion thereefyalue of such consideration, if other than cesbhge determined by the Board of
Directors.

(c) If the Company distributes shareg®fdapital Stock, evidences of its indebtedne$&ratssets or property of the Company
or rights, options or warrants to acquire its Calgtock or other securities, to all or substalytiall holders of the Class A Common Shares
(directly or in the form of ADSs), excluding (i)uvddends, distributions or issuances as to whichdjnstment was effected pursuanSgction
14.04(a) oiSection 14.04(b), (ii) dividends or distributiorsigh exclusively in cash as to which an adjustmead @effected pursuant 8ection
14.04(d), and (iii) Spin-Offs as to which the pigns set forth below in thBBection 14.04(c) shall apply (any of such shareSagfital Stock,
evidences of indebtedness, other assets or properights, options or warrants to acquire Cagtaick or other securities of the Company, the
“ Distributed Property "), then the Conversion Rate shall be increaseddas the following formula:

CR, =CR, x— 0
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where,

CR, = the Conversion Rate in effect immediately priottte close of business on the Record Date foAD®s for such
distribution;

CR, = the Conversion Rate in effect immediately after tlose of business on such Record Date;

SP, = the average of the Last Reported Sale PricdseofADSs (divided bythe number of Class A Common Shares then

represented by one ADS) over the 10 consecutivdiigeDay period ending on, and including, the TngdDay immediatel
preceding the E-Dividend Date for such distribution; al

FMV = the fair market value (as determined by tluvai of Directors) of the Distributed Property wifspect to each outstanding
Class A Common Share (directly or in the form of 2d) on the Record Date for the ADSs for such distion.

Any increase made under the portion of ®éxtion 14.04(c) above shall become effective imately after the close of business on the Re
Date for the ADSs for such distribution. If sucktdbution is not so paid or made, the ConversiateRhall be decreased to the Conversion
Rate that would then be in effect if such distribathad not been declared. Notwithstanding thegoirgg, if “FMV” (as defined above) is eqt
to or greater than “Sf” (as defined above), in lieu of the foregoing e&se, each Holder of a Note shall receive, in msgeeach US$1,000

principal amount thereof, at the same time and upersame terms as holders of the ADSs receivBigtebuted Property, the amount and
kind of Distributed Property such Holder would hageeived if such Holder owned a number of ADSsaétuthe Conversion Rate in effect
on the Record Date for the ADSs for the distributio

With respect to an adjustment pursuant to Sastion 14.04(c) where there has been a paymentlividend or other distribution on
the Class A Common Shares (directly or in the foflADSs) of shares of Capital Stock of any classaries, or similar equity interest, of or
relating to a Subsidiary or other business unthefCompany, that are, or, when issued, will Istedl or admitted for trading on a U.S. national
securities exchange (&Spin-Off "), the Conversion Rate shall be increased basdtiefollowing formula:

CR, = CR, x .M % + MK
ME,
where,
CR, = the Conversion Rate in effect immediately priottte end of the Valuation Period;
CR, = the Conversion Rate in effect immediately after énd of the Valuation Period;
FMV = the average of the Last Reported Sale Pricdseo€apital Stock or similar equity interest digttiéd to holders of the Class

A Common Shares (directly or in the form of ADSppkcable to one Class A Common Share (determiyegterence to
the definition of Last Reported Sale Price aseghfin Section 1.01 as if references therein to the AD&sewo such Capiti
Stock or similar equity interest) over the firstddhsecutive Trading Day period after, and inclgdihe Ex-Dividend Date
of the Spir-Off (the“ Valuation Period ”); and
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MP = the average of the Last Reported Sale PricdseofADSs (divided bythe number of Class A Common Shares then
represented by one ADS) over the Valuation Pe

The adjustment to the Conversion Rate under theegdieg paragraph shall occur on the last Trading @dhe Valuation Periodyrovidedthat
in respect of any conversion during the Valuatieni®d, references in the portion of tection 14.04(c) related to Spin-Offs to 10 Trading
Days shall be deemed to be replaced with suchrlesseber of Trading Days as have elapsed fromjreidding, the Ex-Dividend Date of
such Spin-Off to, and including, the Conversionéiatdetermining the Conversion Rate.

For purposes of thiSection 14.04(c) (and subject in all respecdéation 14.11 ), rights, options or warrants dhsted by the
Company to all holders of the Class A Common Shatiesctly or in the form of ADSSs) entitling thera subscribe for or purchase shares o
Company’s Capital Stock, including Class A Commabiar®s (either initially or under certain circumstas), which rights, options or warrants,
until the occurrence of a specified event or evénigigger Event ”): (i) are deemed to be transferred with such €L ommon Shares
(directly or in the form of ADSSs); (ii) are not exésable; and (iii) are also issued in respecutiire issuances of the Class A Common Shares
(directly or in the form of ADSs), shall be deemexd to have been distributed for purposes of $&istion 14.04(c) (and no adjustment to the
Conversion Rate under thection 14.04(c) will be required) until the oceurce of the earliest Trigger Event, whereupon sigtits, options
or warrants shall be deemed to have been distdband an appropriate adjustment (if any is requitedhe Conversion Rate shall be made
under thisSection 14.04(c). If any such right, option or vaatr including any such existing rights, optionsvarrants distributed prior to the
date of this Indenture, are subject to events, aperoccurrence of which such rights, options ofrargts become exercisable to purchase
different securities, evidences of indebtednesstluer assets, then the date of the occurrenceyadiagh each such event shall be deemed to be
the date of distribution and Record Date with respe new rights, options or warrants with suchhigg(in which case the existing rights,
options or warrants shall be deemed to terminadecaipire on such date without exercise by any ettblders thereof). In addition, in the e\
of any distribution (or deemed distribution) oflrtg, options or warrants, or any Trigger Eventtbeoevent (of the type described in the
immediately preceding sentence) with respect thatett was counted for purposes of calculatingstridution amount for which an adjustm:
to the Conversion Rate under tBisction 14.04(c) was made, (1) in the case of anl gghts, options or warrants that shall all hbeen
redeemed or purchased without exercise by any rotbereof, upon such final redemption or purcli@séhe Conversion Rate shall be
readjusted as if such rights, options or warraats ot been issued and (y) the Conversion Ratéthleal again be readjusted to give effect to
such distribution, deemed distribution or Triggeeht, as the case may be, as though it were adiststibution, equal to the per Class A
Common Share redemption or purchase price recéyedholder or holders of Class A Common Sharaety or in the form of ADSs) with
respect to such rights, options or warrants (assgisiich holder had retained such rights, optiongasrants), made to all holders of Class A
Common Shares (directly or in the form of ADSspathe date of such redemption or purchase, anth (e case of such rights, options or
warrants that shall have expired or been terminaidtbut exercise by any holders thereof, the Cosiva Rate shall be readjusted as if such
rights, options and warrants had not been issued.
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For purposes dbection 14.04(a)Section 14.04(b) and thi&ection 14.04(c), any dividend or distribution thigh thisSection 14.04
(c) is applicable that also includes one or both of

(A) a dividend or distribution of Class Ao@mon Shares (directly or in the form of ADSSs) toiet Section 14.04(a) is applicat
(the “Clause A Distribution "); or

(B) a dividend or distribution of rightgptions or warrants to whicBection 14.04(b) is applicable (th€tause B Distribution
H)'

then (1) such dividend or distribution, other thla@ Clause A Distribution and the Clause B Disttitn, shall be deemed to be a dividend or
distribution to which thiSection 14.04(c) is applicable (th€fause C Distribution ) and any Conversion Rate adjustment requirechisy t
Section 14.04(c) with respect to such Clause Cribigion shall then be made, and (2) the Clauseigwribution and Clause B Distribution
shall be deemed to immediately follow the Claudei§iribution and any Conversion Rate adjustmentiregl bySection 14.04(a) anflection
14.04(b) with respect thereto shall then be madsg that, if determined by the Company (l) the¢Brd Date” of the Clause A Distribution
and the Clause B Distribution shall be deemed tthedRecord Date of the Clause C Distribution dhjdafly Class A Common Shares (direc
or in the form of ADSSs) included in the Clause As@ibution or Clause B Distribution shall be deemedto be butstanding immediately pri

to the close of business on such Record Date oeiiately after the open of business on such effectate, as applicable” within the meaning
of Section 14.04(a) or “outstanding immediately ptathe close of business on such Record Date” withé meaning dBection 14.04(b).

(d) If any cash dividend or distributicnmade to all or substantially all holders of thHass A Common Shares (directly or in the
form of ADSs), the Conversion Rate shall be adpisi@sed on the following formula:
' . SP,
CR, =CRy x ——
SP, —C
where,
CR, = the Conversion Rate in effect immediately priothte close of business on the Record Date for th&\dr such dividend
distribution;

CR, = the Conversion Rate in effect immediately after tlose of business on such Record Date;
SP, = the Last Reported Sale Price of the AD88&/{ded bythe number of Class A Common Shares then represegtene ADS)

on the Trading Day immediately preceding the-Dividend Date for such dividend or distribution;de
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C = the amount in cash per Class A Common SharEdingpany distributes to all or substantially alldess of the Class A
Common Shares (directly or in the form of AD<

Any increase pursuant to thiection 14.04(d) shall become effective immediaadigr the close of business on the Record DatthtbADSs
for such dividend or distribution. If such dividenddistribution is not so paid, the Conversione=stiall be decreased, effective as of the date
the Board of Directors determines not to make grquach dividend or distribution, to be the ConvensRate that would then be in effect if
such dividend or distribution had not been declahatwithstanding the foregoing, if “C” (as definatlove) is equal to or greater than ‘$P

" (as defined above), in lieu of the foregoing ease, each Holder of a Note shall receive, for €$1,000 principal amount of Notes, at the
same time and upon the same terms as holders 8i0Bs, the amount of cash that such Holder woulghraceived if such Holder owned a
number of ADSs equal to the Conversion Rate orRéagord Date for the ADSs for such cash dividendistribution.

(e) If the Company or any of its Subsigiaror Consolidated Affiliated Entities make a payin respect of a tender or
exchange offer for the Class A Common Shares (iljrec in the form of ADSS), to the extent that ttesh and value of any other considere
included in the payment per Class A Common Shateeads the average of the Last Reported Sale Rrfiche ADSs (divided bythe number
of Class A Common Shares then represented by ort) Aizer the 10 consecutive Trading Day period conuimg on, and including, the
Trading Day next succeeding the date such tendexairange offer expires, the Conversion Rate $leailhcreased based on the following
formula:

AC+(SP, x0S,)

CR, =CR, x :
0S, xSP,

where,

CR, = the Conversion Rate in effect immediately priotte close of business on the 10th Trading Dayediately following, and
including, the Trading Day next succeeding the dateh tender or exchange offer expi

CR, = the Conversion Rate in effect immediately after ¢lose of business on the 10th Trading Day imateli following, and
including, the Trading Day next succeeding the dath tender or exchange offer expil

AC = the aggregate value of all cash and any atbesideration (as determined by the Board of Dinesjtpaid or payable for
Class A Common Shares or ADSs, as the case mayutmhased in such tender or exchange o

0s, = the number of Class A Common Shares outstandingeutiately prior to the date such tender or exchanffge expires (prio

to giving effect to the purchase of all Class A Goom Shares or ADSs, as the case may be, acceptpdrhase or
exchange in such tender or exchange of
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0s; = the number of Class A Common Shares outstandingeidiately after the date such tender or exchaffge expires (after
giving effect to the purchase of all Class A Comn®trares or ADSs, as the case may be, acceptedrdrgse or exchange
in such tender or exchange offer); ¢

SP, = the average of the Last Reported Sale PricdseoADSs (divided bythe number of Class A Common Shares then
represented by one ADS) over the 10 consecutivdiigeDay period commencing on, and including, tiheding Day next
succeeding the date such tender or exchange offéres.

The adjustment to the Conversion Rate underSbigion 14.04(e) shall occur at the close of bissirom the 10th Trading Day immediately
following, and including, the Trading Day next saeding the date such tender or exchange offerexpiovidedthat in respect of any
conversion within the 10 Trading Days immediatalydwing, and including, the expiration date of aapder or exchange offer, references in
this Section 14.04(e) with respect to 10 Trading Daydl $fe deemed replaced with such lesser numberaafifig Days as have elapsed from,
and including, the Trading Day next succeedingetkigration date of such tender or exchange offeand including, the Conversion Date in
determining the Conversion Rate. No adjustment¢oGonversion Rate under tldsction 14.04(e) shall be made if such adjustmemnidv
result in a decrease in the Conversion Rate.

® [Reserved.]

(9) Except as stated herein, the Comphalil sot adjust the Conversion Rate for the issaafdcClass A Common Shares or
ADSs or any securities convertible into or exchatiye for Class A Common Shares or ADSs or the tigipturchase Class A Common Shares
or ADSs or such convertible or exchangeable séesrit

(h) In addition to those adjustments reggiby clause&), (b), (c), (d) and(e) of thisSection 14.04, and to the extent permitted
by applicable law and subject to the applicableswf The NASDAQ Global Select Market and any ofemurities exchange on which any of
the Company’s securities are then listed, the Comfrmm time to time may increase the ConversioteRg any amount for a period of at
least 20 Business Days if the Board of Directotgeines that such increase would be in the Conipdigst interest, and the Company may
(but is not required to) increase the Conversiote Raavoid or diminish any income tax to holdefrthe Class A Common Shares or the ADS:
or rights to purchase Class A Common Shares or Ab8snnection with a dividend or distribution ofa€s A Common Shares or ADSs (or
rights to acquire Class A Common Shares or ADSsjroilar event.

0] Notwithstanding anything to the comjrén this Article 14, the Conversion Rate shall not be a@jdst
0] upon the issuance of any Class A Comi8bares or ADSs pursuant to any present or fytiare providing for

the reinvestment of dividends or interest payabléhe Company’s securities and the investment ditiadal optional amounts in
Class A Common Shares or ADSs under any plan;

73




(i) upon the issuance of any Class A Comr8bares or ADSs or options or rights to purchheee Class A
Common Shares or ADSs pursuant to any presentunefemployee, director or consultant benefit gdaprogram of or assumed by
the Company or any of the Company’s SubsidiarigSmrsolidated Affiliated Entities;

(iii) upon the issuance of any Class A Comr&tares or ADSs pursuant to any option, warragtit or exercisable,
exchangeable or convertible security not describatause(ii) of this subsection and outstanding as of takedhe Notes were first
issued,;

(iv) solely for a change in the par valugha Class A Common Shares or ADSs; or
(v) for accrued and unpaid interest, if any

@) All calculations and other determirmets under thigrticle 14 shall be made by the Company and shalthlade to the nearest
one-ten thousandth (1/10,000) of an ADS.

(k) Whenever the Conversion Rate is adplists herein provided, the Company shall prompéywith the Trustee (and the
Conversion Agent if not the Trustee) an Officergrificate setting forth the Conversion Rate a#iech adjustment and setting forth a brief
statement of the facts requiring such adjustmentes$ and until a Responsible Officer of the Treistieall have received such Officers’
Certificate, the Trustee shall not be deemed te tkmowledge of any adjustment of the Conversiore Ratl may assume without inquiry that
the last Conversion Rate of which it has knowleidggill in effect. Promptly after delivery of suchkrtificate, the Company shall prepare a
notice of such adjustment of the Conversion Ratingeforth the adjusted Conversion Rate and ttie da which each adjustment becomes
effective and shall mail such notice of such adesit of the Conversion Rate to each Holder abgsdddress appearing on the Note Registel
of this Indenture. Failure to deliver such notibalknot affect the legality or validity of any suadjustment.

)] For purposes of th&ection 14.04, the number of Class A Common Sharasy time outstanding shall not include Class A
Common Shares held in the treasury of the Compdingctly or in the form of ADSs) so long as the Gamy does not pay any dividend or
make any distribution on Class A Common Shares inetlde treasury of the Company (directly or in fbiem of ADSs), but shall include Class
A Common Shares issuable in respect of scrip a@atds issued in lieu of fractions of Class A Comnshares.

(m) For purposes of tHiection 14.04, the “effective date” means the fiege on which the ADSs trade on the applicable
exchange or in the applicable market, regular weflecting the relevant share split or share cortam, as applicable.

Section 14.05 Adjustments of Price§Vhenever any provision of this Indenture requiress€ompany to calculate the Last Reported
Sale Prices or the ADS Price for purposes of a Makele Fundamental Change or a Tax Redemption @epan of multiple days, the Board
of Directors shall make appropriate adjustmenesaith to account for any adjustment to the ConverRite that becomes effective pursuant t
Section 14.04, or any event requiring an adjustrt@tiie Conversion Rate pursuanSection 14.04 where the Record Date, effective date
expiration date, as the case may be, of the exsmntrs, at any time during the period when such Regtorted Sale Prices or ADS Prices are tc
be calculated.
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Section 14.06 Class A Common Shares to Be Fully Paide Company shall provide, free from preemptivétsgout of its
authorized but unissued Class A Common Sharesams@ Common Shares held in treasury, a sufficiantber of Class A Common Shares
that corresponds to the number of ADSs due uporearsion of the Notes from time to time as such Natee presented for conversion
(assuming that at the time of computation of susiimer of Class A Common Shares, all such Notesdvoeilconverted by a single Holder).

Section 14.07 Effect of Recapitalizations, Reclassificationd &hanges of the Class A Common Shares.

(a) In the case of:

0] any recapitalization, reclassificationchange of the Class A Common Shares (otherdhanges resulting from
a subdivision or combination),

(i) any consolidation, merger, combinatmmsimilar transaction involving the Company,

(iii) any sale, lease or other transfer thied party of the consolidated assets of the Camgand the Company’s

Subsidiaries and Consolidated Affiliated Entitiebstantially as an entirety or
(iv) any statutory share exchange,

in each case, as a result of which the Class A Cam&hares would be converted into, or exchangedfock, other securities, other property
or assets (including cash or any combination tHg(@ay such event, aMerger Event ), then, prior to or at the effective time of such Iyten
Event, the Company or the successor or purchagmngpR, as the case may be, shall execute withrtietée a supplemental indenture
permitted undeBection 10.01(g) p roviding that, at and aftereffective time of such Merger Event, the right tmeert each US$1,000
principal amount of Notes shall be changed intmhtrto convert such principal amount of Notes itite kind and amount of shares of stock,
other securities or other property or assets (@inlyicash or any combination thereof) that a hotder number of ADSs equal to the
Conversion Rate immediately prior to such MergeeriEwvould have owned or been entitled to receive (Reference Property,” with each

“ unit of Reference Property” meaning the kind and amount of Reference Progbgya holder of one ADS is entitled to receivedmi such
Merger Eventprovided, however, that at and after the effective time of the Mergeent the number of ADSs otherwise deliverablerup
conversion of the Notes in accordance v8#ttion 14.02 shall instead be deliverable in thewnt and type of Reference Property that a hold
of that number of ADSs would have been entitletetive in such Merger Event.
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If the Merger Event causes the Class A Common Sharbe converted into, or exchanged for, the righeceive more than a single
type of consideration (determined based in parhugty form of holder election), then (i) the Refare Property into which the Notes will be
convertible shall be deemed to be (A) the weiglateerage of the types and amounts of consideragicgived by the holders of ADSs that
affirmatively make such an election or (B) if nddwrs of ADSs affirmatively make such an electith types and amounts of consideration
actually received by the holders of the ADSs, aildhe unit of Reference Property for purposeshafimmediately preceding paragraph shall
refer to the consideration referred to in claupatfributable to one ADS. The Company shall previdtitten notice to Holders, the Trustee and
the Conversion Agent (if other than the Trusteeduath weighted average as soon as practicablesafterdetermination is made.

Such supplemental indenture described in the seicomediately preceding paragraph shall provideaftti-dilution and other
adjustments that shall be as nearly equivalerg psaicticable to the adjustments provided for is Alnticle 14 (it being understood that no such
adjustments shall be required with respect to amtign of the Reference Property that does notisbo$ shares of Common Equity (however
evidenced) or depositary receipts in respect thierdfy in the case of any Merger Event, the Refere Property includes shares of stock,
securities or other property or assets (includishoor any combination thereof) of a Person otiean the Company or the successor or
purchasing Person, as the case may be, in sucheMEwgnt, then such other Person shall also exscte supplemental indenture, and such
supplemental indenture shall contain such additipravisions to protect the interests of the Hoddef the Notes, including the right of Hold
to require the Company to repurchase their Notes @pFundamental Change pursuareéation 15.02 and the right of Holders to requiee t
Company to repurchase their Notes on the Repurdbatepursuant t8ection 15.01, as the Board of Directors shallorably consider
necessary by reason of the foregoing.

(b) In the event the Company executespplsmental indenture pursuant to subsection (#)isSection 14.07, the Company
shall promptly file with the Trustee an Officerse@@ificate briefly stating the reasons therefoe kind or amount of cash, securities or propert
or asset that will comprise a unit of ReferencepBrty after any such Merger Event, any adjustmebetmade with respect thereto and that al
conditions precedent have been complied with. Ttva@any shall cause notice of the execution of sugplemental indenture to be mailed to
each Holder, at its address appearing on the Neggsker provided for in this Indenture, within 28yd after execution thereof. Failure to
deliver such notice shall not affect the legalityalidity of such supplemental indenture.

(c) The Company shall not become a pargnly Merger Event unless its terms are consistéhtthis Section 14.07. None of
the foregoing provisions shall affect the rightadflolder of Notes to convert its Notes into ADSseisforth inSection 14.01 an8ection 14.02
prior to the effective date of such Merger Event.

(d) The above provisions of this Sectibalkssimilarly apply to successive Merger Events.

Section 14.08 Certain Covenantga) The Company covenants that all ADSs delivepzhuconversion of Notes, and all Class A

Common Shares represented by such ADSs, will e aid and non-assessable by the Company andréweall taxes, liens and charges
with respect to the issue thereof.
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(b) The Company covenants that, if any Al&be provided for the purpose of conversion atield hereunder, or any Class A
Common Shares represented by such ADSs, requiisredgpn with or approval of any governmental awity under any federal or state law
before such ADSs may be validly issued upon conwershe Company will, to the extent then permitbgcthe rules and interpretations of the
Commission, secure such registration or approgaha case may be.

(c) The Company further covenants that #ny time the ADSs shall be listed on any natisaaurities exchange or automated
guotation system the Company will list and keefetis so long as the ADSs shall be so listed on sMchange or automated quotation system
any ADSs deliverable upon conversion of the Notes.

(d) The Company further covenants to @kactions and obtain all approvals and regigsiratirequired with respect to the
conversion of the Notes into ADSs and the issuaace deposit into the ADS facility, of the ClassCAmmon Shares represented by such
ADSs. Subject t&ection 14.12, the Company also undertakes to minjras long as any Notes are outstanding, thetefémess of a
registration statement on Form F-6 relating toARXSs and an adequate number of ADSs availablesforaince thereunder such that ADSs cal
be delivered in accordance with the terms of thiehture, the Notes and the Deposit Agreement apowersion of the Notes. In addition,
subject taSection 14.12, the Company further covenants teigeoHolders with a reasonably detailed descriptibthe mechanics for the
delivery of ADSs upon conversion of Notes as sehfm the Deposit Agreement upon request.

Section 14.09 Responsibility of Trusteg&he Trustee and any other Conversion Agent shalhhany time be under any duty or
responsibility to any Holder to determine the Casian Rate (or any adjustment thereto) or whethgrfacts exist that may require any
adjustment (including any increase) of the Conweerftate, or with respect to the nature or extembdulation of any such adjustment when
made, or with respect to the method employed, mgih®r in any supplemental indenture provideddemmployed, in making the same. The
Trustee and any other Conversion Agent shall n@deeuntable with respect to the validity or valoethe kind or amount) of any ADSs, or
any securities, property or cash that may at ang tie issued or delivered upon the conversion yNawie; and the Trustee and any other
Conversion Agent make no representations with igpereto. Neither the Trustee nor any Conversigant shall be responsible for any
failure of the Company to issue, transfer or delevey ADSs or stock certificates or other secwsite property or cash upon the surrender of
any Note for the purpose of conversion, the acguoaénaccuracy of any mathematical calculatiofioomulae under this Indenture, whethe!
the Company or any Person so authorized by the @oynfor such purpose under this Indenture or theréaby the Company to comply with
any of the duties, responsibilities or covenantthhefCompany contained in this Article. Withoutilimg the generality of the foregoing, neitt
the Trustee nor any Conversion Agent shall be uadgresponsibility to determine the correctnesanyf provisions contained in any
supplemental indenture entered into pursuaetction 14.07 relating either to the kind or am@afrADSs or securities or property (including
cash) receivable by Holders upon the conversiaheaif Notes after any event referred to in s8eletion 14.07 or to any adjustment to be mad
with respect thereto, but, subject to the provisiofSection 7.01, may accept (without any independuergstigation) as conclusive evidence
the correctness of any such provisions, and skgbrbtected in relying upon, the Officers’ Certifie (which the Company shall be obligated tc
file with the Trustee prior to the execution of auch supplemental indenture) with respect thereto.
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Section 14.10 Notice to Holders Prior to Certain Actionis. case of any:

€)) action by the Company or one of itbSdiaries or Consolidated Affiliated Entities thabuld require an adjustment in the
Conversion Rate pursuant$ection 14.04 orSection 14.11 ;

(b) Merger Event; or

(c) voluntary or involuntary dissolutidiquidation or winding-up of the Company or anyitsf Subsidiaries or Consolidated
Affiliated Entities;

then, in each case (unless notice of such evethé&wise required pursuant to another provisiothisf Indenture), the Company shall cause t
be filed with the Trustee and the Conversion Adéntdther than the Trustee) and to be mailed tdddalder at its address appearing on the
Note Register, as promptly as possible but in argneat least 20 days prior to the applicable Hateinafter specified, a notice stating (i)
date on which a record is to be taken for the psgpef such action by the Company or one of its iBlidrges or Consolidated Affiliated Entities
or, if a record is not to be taken, the date aslath the holders of Class A Common Shares or ABSshe case may be, of record are to be
determined for the purposes of such action by th@any or one of its Subsidiaries or Consolidatéfdidted Entities, or (ii) the date on
which such Merger Event, dissolution, liquidatianmanding-up is expected to become effective or occur, aaditite as of which it is expec
that holders of Class A Common Shares or ADSshasdse may be, of record shall be entitled toaxgh their Class A Common Shares or
ADSs, as the case may be, for securities or ottogrgpty deliverable upon such Merger Event, didgsmiy liquidation or winding-up. Failure to
give such notice, or any defect therein, shallaffict the legality or validity of such action yetCompany or one of its Subsidiaries or
Consolidated Affiliated Entities, Merger Event, sbfution, liquidation or winding-up.

Section 14.11 Stockholder Rights Plan$o the extent that the Company has a rights plaifect upon conversion of the Notes, eacl
ADS delivered upon such conversion shall be entittereceive (either directly or in respect of @lass A Common Shares underlying such
ADSSs) the appropriate number of rights, if any, &melcertificates representing the ADSs delivengainusuch conversion shall bear such
legends, if any, in each case as may be provideleéoterms of any such stockholder rights planthasame may be amended from time to
time. However, if, prior to any conversion, thehtigghave separated from the Class A Common Shadeslying the ADSs in accordance with
the provisions of the applicable stockholder rigtitm, the Conversion Rate shall be adjusted dinieof separation as if the Company
distributed to all or substantially all holderstbé Class A Common Shares Distributed Property@sgged inSection 14.04(c), subject to
readjustment in the event of the expiration, teation or redemption of such rights.
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Section 14.12 Termination of Depositary Receipt Progralifithe Class A Common Shares cease to be represbptdmerican
Depositary Shares issued under a depositary rgueigtam sponsored by the Company, all referenc#ss Indenture to the ADSs shall be
deemed to have been replaced by a reference tthber of Class A Common Shares (and other propégayy) represented by the ADSs on
the last day on which the ADSs represented thes@la&Sommon Shares and as if the Class A CommoreStzard the other property had been
distributed to holders of the ADSs on that dayadidition, all references to the Last Reported Bailee of the ADSs will be deemed to refer to
the Last Reported Sale Price of the Class A Com8iares, and other appropriate adjustments, in@duatijustments to the Conversion Rate,
will be made to reflect such change. In making sajustments, where currency translations betwe&n dbllars and any other currency are
required, the exchange rate in effect on the datiet@rmination will apply.

ARTICLE 15
REPURCHASEOF NOTESAT OPTION OF HOLDERS

Section 15.01 Repurchase at Option of Holders.

(a) Each Holder shall have the right,umthsHolder’s option, to require the Company to repase for cash on April 1, 2017 (the
“ Repurchase Date€'), all of such Holder's Notes, or any portion thef that is an integral multiple of US$1,000 prpadiamount, at a
repurchase price (theRepurchase Price’) that is equal to 100% of the principal amountlad Notes to be repurchasetlysaccrued and
unpaid interest to, but excluding, the Repurchaate providedthat any such accrued and unpaid interest shadhlzenot to the Holders
submitting the Notes for repurchase on the RepseRate but instead to the Holders of such Notéseatlose of business on the Regular
Record Date immediately preceding the Repurchase. Dt later than 20 Business Days prior to thpuRehase Date, the Company shall 1
a notice (the ‘Company Notice”) by first class mail to the Trustee, to the PayAkgent and to each Holder at its address shoviineiiNote
Register of the Note Registrar (and to beneficiahers as required by applicable law). The Compaatydd shall include a form of Repurchi
Notice to be completed by a Holder and shall s

0] the last date on which a Holder magreise its repurchase right pursuant to 8gstion 15.01 (the “
Repurchase Expiration Time”);

(i) the Repurchase Price;
(iii) the Repurchase Date;
(iv) the name and address of the ConverAgent and Paying Agent;

(v) that the Notes with respect to whicRepurchase Notice has been delivered by a Holdgroma&onverted only
if the Holder withdraws the Repurchase Notice iccadance with the terms of this Indenture;

(vi) that the Holder shall have the righttithdraw any Notes surrendered prior to the Repase Expiration Time;
and
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(vii) the procedures a Holder must followetercise its repurchase rights under 8estion 15.01 and a brief
description of those rights.

At the Company'’s request, the Trustee shall givdh swtice in the Company’s name and at the Compagxpenseprovided, however, that,
in all cases, the text of such Company Notice dimlprepared by the Company.

Simultaneously with providing the Company Notidee Company shall publish a notice containing tliermation included in the
Company Notice in a newspaper of general circutaitioThe City of New York or publish such infornmation the Company’s website or
through such other public medium as the Company usayat that time.

No failure of the Company to give the foregoingioe$ and no defect therein shall limit the Holdeegurchase rights or affect the
validity of the proceedings for the repurchasehef Notes pursuant to th&ection 15.01.

Repurchases of Notes under tBisction 15.01 shall be made, at the option of tbkelét thereof, upon:

(A) delivery to the Trustee by the Holdéaaluly completed notice (theRepurchase Notic€) in the
form set forth in Attachment 3 to the Form of Nattached hereto as Exhibit A, if the Notes are Rlayotes, or in
compliance with the Depositary’s procedures foremualering interests in global notes, if the Notes@lobal Notes, in each
case during the period beginning at any time froendpen of business on the date that is 20 Busibags prior to the
Repurchase Date until the close of business osgbend Business Day immediately preceding the Rbpse Date; and

(B) delivery of the Notes, if the Notes &eysical Notes, to the Trustee at any time agdivery of the
Repurchase Notice (together with all necessary rsedoents) at the Corporate Trust Office of the fErisor book-entry
transfer of the Notes, if the Notes are Global Npie compliance with the procedures of the Depogitin each case such
delivery being a condition to receipt by the Holdéthe Repurchase Price therefor.

Each Repurchase Notice shall state:
(A) in the case of Physical Notes, theifiestte numbers of the Notes to be delivered fpurehase;

(B) the portion of the principal amounttbé Notes to be repurchased, which must be US$h0aa
integral multiple thereof; and

© that the Notes are to be repurchasethéyompany pursuant to the applicable provisairibe
Notes and this Indenture;

provided, however, that if the Notes are Global Notes, the RepuretNatice must comply with appropriate Depositarygadures.
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Notwithstanding anything herein to the contraryy &older delivering to the Trustee the Repurchastdd contemplated by this
Section 15.01 shall have the right to withdrawwhmle or in part, such Repurchase Notice at ang pmior to the close of business on the
second Business Day immediately preceding the Rbpse Date by delivery of a duly completed writtetice of withdrawal to the Trustee in
accordance witlsection 15.03.

The Trustee shall promptly notify the Company & thceipt by it of any Repurchase Notice or writtetice of withdrawal thereof.

No Repurchase Notice with respect to any Notes Ioeagelivered and no Note may be surrendered farchpse pursuant to this
Section 15.01 by a Holder thereof to the extenhddalder has also delivered a Fundamental ChangearBease Notice with respect to such
Note in accordance wiiSection 15.02 and not validly withdrawn such Fundatal Change Repurchase Notice in accordanceSeitiion
15.03.

(b) Notwithstanding the foregoing, no Noteay be repurchased by the Company at the optittre dolders on the Repurchase
Date if the principal amount of the Notes has beerelerated, and such acceleration has not beeinded, on or prior to such Repurchase
Date (except in the case of an acceleration reguitom a default by the Company in the paymenhefRepurchase Price with respect to suct
Notes). The Trustee will promptly return to thepestive Holders thereof any Physical Notes helit byring the acceleration of the Nof
(except in the case of an acceleration resultiognfa default by the Company in the payment of thpuRchase Price with respect to such
Notes), or any instructions for bc-entry transfer of the Notes in compliance with pnecedures of the Depositary shall be deemedwe ha
been cancelled, and, upon such return or canawiladis the case may be, the Repurchase Noticaesgipect thereto shall be deemed to have
been withdrawn.

Section 15.02 Repurchase at Option of Holders Upon a Fundame@itange (a) If a Fundamental Change occurs at any time) eac
Holder shall have the right, at such Holder’s optito require the Company to repurchase for cdstf alch Holder's Notes, or any portion
thereof that is equal to US$1,000 or an integrdtipla of US$1,000, on the date (thétindamental Change Repurchase Dat§ notified in
writing by the Company as set forth$ction 15.02(c) that is not less than 20 Busibegs or more than 35 Business Days following thte da
of the Fundamental Change Company Notice at a chpse price equal to 100% of the principal amaduertetof plusaccrued and unpaid
interest thereon to, but excluding, the Fundame®it@inge Repurchase Date (theuhdamental Change Repurchase Pric®, unless the
Fundamental Change Repurchase Date falls aftegal&eRecord Date but on or prior to the InterestrRRent Date to which such Regular
Record Date relates, in which case the Company isisé¢éad pay the full amount of accrued and unpagtest to Holders of record as of such
Regular Record Date, and the Fundamental Changer&egse Price shall be equal to 100% of the prad@mount of Notes to be repurchasec
pursuant to thi#rticle 15. The Trustee and any other Conversioemtghall have no responsibility to determine thedamental Change
Repurchase Price.

(b) Repurchases of Notes under S@stion 15.02 shall be made, at the option of thklét thereof, upon:
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@ delivery to the Trustee by a Holderaodluly completed notice (theeundamental Change Repurchase Notice
") in the form set forth in Attachment 2 to the Foof Note attached hereto as Exhibit A, if the dadee Physical Notes, or in
compliance with the Depositag/procedures for surrendering interests in globtds) if the Notes are Global Notes, in each caser
before the close of business on the second Busivegsmmediately preceding the Fundamental CharegmuRhase Date; and

(i) delivery of the Notes, if the NotesdPhysical Notes, to the Trustee at any time dftévery of the Fundament
Change Repurchase Notice (together with all necgssalorsements for transfer) at the CorporatetT®diice, or book-entry transfer
of the Notes, if the Notes are Global Notes, in ptiamce with the procedures of the Depositary d@ahecase such delivery being a
condition to receipt by the Holder of the Fundaméfithange Repurchase Price therefor.

The Fundamental Change Repurchase Notice in respanly Notes to be repurchased shall state:
() in the case of Physical Notes, thdifieate numbers of the Notes to be delivered &purchase;

(i) the portion of the principal amountdbtes to be repurchased, which must be US$1,080 artegral multiple
thereof; and

(iii) that the Notes are to be repurchasgthle Company pursuant to the applicable provis@frtee Notes and this
Indenture;

provided, however, that if the Notes are Global Notes, the Fundaaig@lhange Repurchase Notice must comply with apfatepDepositary
procedures.

Notwithstanding anything herein to the contraryy &lolder delivering to the Trustee the Fundame@teinge Repurchase Notice
contemplated by thiSection 15.02 shall have the right to withdrawyhmole or in part, such Fundamental Change RepuecRasice at any
time prior to the close of business on the secamsiriss Day immediately preceding the Fundamentah@e Repurchase Date by delivery of
a duly completed written notice of withdrawal t@ thrustee in accordance wifection 15.03.

The Trustee shall promptly notify the Company @& thceipt by it of any Fundamental Change Repuechimsice or written notice of
withdrawal thereof.

No Fundamental Change Repurchase Notice with respeny Notes may be delivered and no Note masulbeendered by a Holder
for repurchase thereof if such Holder has alscesulered a Repurchase Notice in accordanceSetiion 15.01 and not validly withdrawn s
Repurchase Notice in accordance v@tction 15.03.
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(c) On or before the 20th calendar dagrafie occurrence of the effective date of a Furedaai Change, the Company shall
provide to all Holders and the Trustee a writtetiago(the “Fundamental Change Company Noticé) of the occurrence of the effective date
of the Fundamental Change and of the repurchakeatghe option of the Holders arising as a rethdteof. In the case of Physical Notes, ¢
notice shall be by first class mail or, in the cab&lobal Notes, such notice shall be delivereddnordance with the applicable procedures of
the Depositary. Simultaneously with providing sucitice, the Company shall publish a notice contagjrthe information set forth in the
Fundamental Change Company Notice in a newspapggraral circulation in The City of New York or gish such information on the
Company'’s website or through such other public medas the Company may use at that time. Each FuentainChange Company Notice
shall specify:

0] the events causing the FundamentahGbaa

(i) the date of the Fundamental Change;

(iii) the last date on which a Holder magmise the repurchase right pursuant to Antgcle 15;
(iv) the Fundamental Change Repurchase ;Price
(v) the Fundamental Change Repurchase Date;

(vi) the name and address of the Trustee;
(vii) if applicable, the Conversion Rate &/ adjustments to the Conversion Rate;

(viii)  that the Notes with respect to whiclrandamental Change Repurchase Notice has beeemeliby a Holder
may be converted only if the Holder withdraws thméamental Change Repurchase Notice in accordaitit¢hs terms of this
Indenture; and

(ix) the procedures that Holders must felto require the Company to repurchase their Notes.

No failure of the Company to give the foregoingioe$ and no defect therein shall limit the Holdeegurchase rights or affect the
validity of the proceedings for the repurchasehef Notes pursuant to th&ection 15.02.

At the Company'’s request, the Trustee shall givdh swotice in the Company’s name and at the Compaexpenseprovided,
however, that, in all cases, the text of such Fundametiange Company Notice shall be prepared by the @oynp

(d) Notwithstanding the foregoing, no Noteay be repurchased by the Company on any d#te aption of the Holders upon a
Fundamental Change if the principal amount of tlitel has been accelerated, and such acceleraforohbeen rescinded, on or prior to sucl
date (except in the case of an acceleration reguitom a default by the Company in the paymernhefFundamental Change Repurchase |
with respect to such Notes). The Trustee will proyngeturn to the respective Holders thereof anydital Notes held by it during the
acceleration of the Notes (except in the case @icaeleration resulting from a default by the Conmypia the payment of the Fundamental
Change Repurchase Price with respect to such Nateahy instructions for book-entry transfer of thotes in compliance with the procedure:s
of the Depositary shall be deemed to have beeretiadcand, upon such return or cancellation, axct#se may be, the Fundamental Change
Repurchase Notice with respect thereto shall benddego have been withdrawn.
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Section 15.03 Withdrawal of Repurchase Notice or Fundamentadiigfe Repurchase Notidg) A Repurchase Notice or
Fundamental Change Repurchase Notice may be witindiia whole or in part) by means of a duly cometetvritten notice of withdrawal
delivered to the Corporate Trust Office in accomawith thisSection 15.03 at any time prior to the close ofitess on the second Business
Day immediately preceding the Repurchase Dateior fir the close of business on the second BusiDagsmmediately preceding the
Fundamental Change Repurchase Date, as the cadeemspecifying:

() the principal amount of the Notes wiélspect to which such notice of withdrawal is lgesmbmitted,

(i) if Physical Notes have been issued, dbrtificate number of the Note in respect of wtsach notice of
withdrawal is being submitted, and

(iii) the principal amount, if any, of sublote that remains subject to the original Repurehdstice or Fundamental
Change Repurchase Notice, as the case may be, ptiitthn must be in principal amounts of US$1,00@mintegral multiple of
US$1,000;

provided, however, that if the Notes are Global Notes, the noticestnamomply with appropriate procedures of the Depogi

Section 15.04 Deposit of Repurchase Price or Fundamental Chdejgurchase Pricda) The Company will deposit with the Trus
(or other Paying Agent appointed by the Companyf, thhee Company is acting as its own Paying Ageat,aside, segregate and hold in trust a
provided inSection 4.04) at or prior to 10:00 a.m., New Yoiky@me, on the Repurchase Date or Fundamentah@h&epurchase Date, as
the case may be, an amount of money sufficiergpanchase all of the Notes to be repurchased appepriate Repurchase Price or
Fundamental Change Repurchase Price. Subjectaptexd funds and/or Notes by the Trustee (or ofeying Agent appointed by the
Company), payment for Notes surrendered for re@selfand not withdrawn in accordance v@#cttion 15.03) will be made on the later of (i)
the Repurchase Date or Fundamental Change Reparbiads, as the case may bprdvidedthe Holder has satisfied the condition$Siection
15.01 orSection 15.02 , as the case may be ) and (ii)ithe of book-entry transfer or the delivery of sidfite to the Trustee (or other Paying
Agent appointed by the Company) by the Holder thieirethe manner required (8ection 15.01 oBection 15.02 , as applicable, by mailing
checks for the amount payable to the Holders of lmtes entitled thereto as they shall appearari\ibte Registeprovided, however, that
payments to the Depositary shall be made by winesfier of immediately available funds to the actafithe Depositary or its nominee. The
Trustee shall, promptly after such payment and wpatten demand by the Company, return to the Comifaay funds in excess of the
Repurchase Price or Fundamental Change Repurchiased% the case may be.
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(b) If by 10:00 a.m., New York City timen the Repurchase Date or Fundamental Change Reser®ate, as the case may be,
the Trustee (or other Paying Agent appointed byGbmpany) holds money sufficient to make paymenalbthe Notes or portions thereof that
are to be repurchased on such Repurchase Datendafental Change Repurchase Date, as the caseaqtheib, with respect to the Notes
have been properly surrendered for repurchase aindafidly withdrawn, on such Repurchase Date ardamental Change Repurchase Date,
as the case may be, (i) such Notes will cease tutstanding, (ii) interest will cease to accruesaoh Notes (whether or not book-entry
transfer of the Notes has been made or the Notesteen delivered to the Trustee or Paying Agerd)(a) all other rights of the Holders of
such Notes will terminate (other than the rightdoeive the Repurchase Price or Fundamental CHaeperchase Price, as the case may be).

(c) Upon surrender of a Note that is tadgmirchased in part pursuantSection 15.01 oBection 15.02, the Company shall
execute and instruct the Trustee who shall autbatetiand deliver to the Holder a new Note in ah@iged denomination equal in principal
amount to the unrepurchased portion of the Noteeadered.

Section 15.05Covenant to Comply with Applicable Laws Upon Repase of NotesIn connection with any repurchase offer, the
Company will, if required:

(a) comply with the provisions of Rule 18eRule 14e-1 and any other tender offer rulesutite Exchange Act;
(b) file a Schedule TO or other requiredesdule under the Exchange Act, if required by iapple law; and
(c) otherwise comply with all federal astdte securities laws in connection with any offigthe Company to repurchase the

Notes;

in each case, so as to permit the rights and digigmunder thig\rticle 15 to be exercised in the time and in thenmer specified in thidrticle
15.

ARTICLE 16
REDEMPTION ONLY FOR TAXATION REASONS

Section 16.01No Redemption Except for Taxation Reasodfise Notes shall not be redeemable by the Compseayto the Maturity
Date, except as described in tAidicle 16, and no sinking fund is provided for tNetes. The Notes may be redeemed, for cash, at the
Company'’s option, as a whole but not in part fa%x Redemption”), at the Tax Redemption Price, if (xX) on the nexedat which any amou
would be payable in respect of the Notes, the Cammor would be required to pay Additional Amasinty) the Company cannot avoid any
such payment obligation by taking reasonable measavailable to it and (z) the requirement arises @sult of:

€) any amendment to, or change in, the lar any regulations or rulings promulgated thedeuw of a Taxing Jurisdiction, whi

change or amendment is announced and becomesaffentor after the date the Notes are issuedf(thre applicable Taxing Jurisdiction
becomes a Taxing Jurisdiction on a date after thiedNare issued, such later date); or
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(b) any amendment to, or change in, aigciaffwritten interpretation or application or adnstration of such laws, regulations or
rulings (including by virtue of a holding, judgmentder by a court of competent jurisdiction orharge in published administrative practice),
which amendment or change is announced and beogffieesive on or after the date the Notes are isgaedf the applicable Taxing
Jurisdiction became a Taxing Jurisdiction on a déter the date the Notes are issued, such lateJ @izach of the foregoing clauses (1) and (2
a “Change in Tax Law”).

Section 16.02Notice of Tax Redemption.

€)) In the event that the Company exesdiseTax Redemption right pursuant3ection 16.01, it shall fix a date for redemption
(the “Tax Redemption Date”) and it or, at its written request received bg ffrustee not less than 55 days prior to the TaleRgtion Date
(or such shorter period of time as may be acceptabihe Trustee), the Trustee, in the name ofaatite expense of the Company shall mail o
cause to be mailed a notice of such Tax RedemfdidTax Redemption Notice”) not less than 30 nor more than 60 calendar dags farithe
Tax Redemption Date to each Holder of Notes setredeemed at its last address as the same appethies Note Registeprovided,
however, that, if the Company shall give such noticeh#lsalso give a written notice of the Tax RedemptDate to the Trustee. The Tax
Redemption Date must be a Business Day. For thidavee of doubt, if the Tax Redemption Date fafteraa Regular Record Date but on or
prior to the immediately succeeding Interest Payriate, interest accrued to the Interest Paymetd @l be paid to Holders of record on
such Regular Record Date.

(b) The Company shall not give any Tax &edtion Notice earlier than 90 days prior to thdiest date on which the Company
would be obligated to make such payment or withimgldf a payment in respect of the Notes were tthes, and the obligation to pay
Additional Amounts must be in effect at the timelsdax Redemption Notice is given. Prior to thelmaltion or, where relevant, mailing of
any Tax Redemption Notice pursuant to the foregdimg Company shall deliver to the Trustee (a) #it€s’ Certificate stating that the
obligation to pay such Additional Amounts cannotlveided by the Company taking reasonable measwegkable to it; and (b) a written
opinion of independent tax counsel to the effeat the Company has or will become obligated toguash Additional Amounts as a result of a
Change in Tax Law. The Trustee shall accept anlll lsba&ntitled to rely on such Officers’ Certifieadand such opinion of independent tax
counsel as sufficient evidence of the existencesaidfaction of the conditions precedent set fortBection 16.01, in which event it shall be
conclusive and binding on the Holders of the Notes.

(c) The Tax Redemption Notice, if mailadlie manner herein provided, shall be conclusipesumed to have been given d
whether or not the Holder receives such noticaniy case, failure to give such Tax Redemption dbig mail or any defect in the Tax
Redemption Notice to the Holder of any Note dedigahdor redemption shall not affect the validitytbé proceedings for the redemption of
other Note.

86




(d) Each Tax Redemption Notice shall sfyeci
0] the Tax Redemption Date;
(i) the Tax Redemption Price;
(iii) the place or places where such Notesta be surrendered for payment of the Tax Redemptrice;

(iv) that on the Tax Redemption Date, th& Re@demption Price will become due and payable gami Note to be
redeemed, and that the interest thereon, if arall sbase to accrue on and after the Tax Redemplate;

(v) that Holders may surrender their Ndtesconversion at any time prior to the close ofibess on the second
Business Day immediately preceding the Tax Redemidate;

(vi) the procedures a converting Holder nfakbw to convert its Notes;

(vii) that Holders have the right to elect tmhave their Notes redeemed by delivery to thesfee written notice to
that effect not later than the ¥xalendar day prior to the Tax Redemption Date;

(viii)  that Holders who wish to elect not tave their Notes redeemed must satisfy the requinesveet forth herein
and in the Indenture;

(ix) that, at and after the Tax Redempfi@ie, Holders who elect not to have their Notegeeaed will not receive
any Additional Amounts on any payments with respecuch Notes solely as a result of the changarandment in the tax laws of
the Relevant Taxing Jurisdiction that caused sudtlitfonal Amounts to be paid (whether upon conwsrsrepurchase, maturity or
otherwise, and whether in cash, ADSs or otherwasd, all future payments with respect to the Netifibe subject to the deduction
or withholding of such Relevant Taxing Jurisdictianes required by law to be deducted or withhsld gesult of such change or
amendment;

(x) the Conversion Rate and, if applicatihe number of ADSs added to the Conversion Reéecordance with
Section 14.03; and

(xi) the CUSIP, ISIN or other similar nunnggif any, assigned to such Notes.

A Tax Redemption Notice shall be irrevocable. la tase of a Tax Redemption, a Holder may conveNadtes at any time until the close of
business on the second Business Day precedingath®&demption Date.

Section 16.03Payment of Notes Called for Tax Redemption for iema
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€) If any Tax Redemption Notice has bgieen in respect of the Notes in accordance Bihtion 16.02, the Notes shall
become due and payable on the Tax Redemption D#ie place or places stated in the Tax Redemptatice and at the applicable Tax
Redemption Price. On presentation and surrendéredflotes at the place or places stated in theReEademption Notice, the Notes shall be |
and redeemed by the Company and the applicabl&k&demption Price.

(b) Prior to the open of business on thsiBess Day immediately prior to the Tax Redempilaie, the Company shall deposit
with the Paying Agent or, if the Company or a Sdiasy of the Company is acting as the Paying Ageim)l segregate and hold in trust as
provided inSection 7.05 an amount of cash (in immediatelylal#g funds if deposited on the Tax Redemption Patafficient to pay the Tax
Redemption Price of all of the Notes to be redeeoreduch Tax Redemption Date. Subject to receifiireds by the Paying Agent, payment
for the Notes to be redeemed shall be made ondakdR€demption Date for such Notes. The Trusteetfmr Paying Agent appointed by the
Company) shall, promptly after such payment anchupitten demand by the Company, return to Comganyfunds in excess of the Tax
Redemption Price.

Section 16.04Holders’ Right to Avoid RedemptiomNotwithstanding anything to the contrary in tAiicle 16, if the Company has
given a Tax Redemption Notice as describe8dntion 16.02, each Holder of Notes will have ightrto elect that such HoldsrNotes will no
be subject to Tax Redemption. If a Holder electstode subject to a Tax Redemption, the Compatiynai be required to pay Additional
Amounts with respect to payments made in respestci Holder’s Notes following the Tax Redempticeit®) and all subsequent payments in
respect of such Holdex’Notes will be subject to any tax required to likeld or deducted under the laws of a RelevartripJurisdiction, it
each case, as a result of the change or amendmira fax laws of the Relevant Taxing Jurisdictivat caused such Additional Amounts to be
paid. The obligation to pay Additional Amounts toyaelecting Holder for periods up to the Tax RedgampDate shall remain subject to the
exceptions set forth und&ection 4.07. Holders must exercise their optioeléat to avoid a Tax Redemption by written notwéhe Trustee
no later than the 15th calendar day prior to the Rlademption Date.

Section 16.05 Restrictions on Tax Redemptiofhe Company may not redeem any Notes on anyifdée principal amount of the
Notes has been accelerated in accordance witkethnes tof this Indenture, and such acceleration babeen rescinded, on or prior to the -
Redemption Date (except in the case of an accelarasulting from a Default by the Company in gfayment of the Tax Redemption Price
with respect to such Notes).

ARTICLE 17
MISCELLANEOUS PROVISIONS

Section 17.01 Provisions Binding on Company’s SuccessAlisthe covenants, stipulations, promises and agesgs of the Compal
contained in this Indenture shall bind its succesand assigns whether so expressed or not.

Section 17.02 Official Acts by Successor Corporatidkny act or proceeding by any provision of this Intlee authorized or require

to be done or performed by any board, committe®@fticer of the Company shall and may be done amtbpaed with like force and effect by
the like board, committee or officer of any corgama or other entity that shall at the time be fd&ful sole successor of the Company.
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Section 17.03 Addresses for Notices, Efsny notice or demand that by any provision of finidenture is required or permitted to be
given or served by the Trustee or by the HoldertherCompany shall be deemed to have been sutfigigiven or made, for all purposes if
given or served by being delivered in person, tratied by facsimile, sent via electronic mail (wphrtable document format attached) or
deposited postage prepaid by registered or cettifiail in a post office letter box addressed (uatibther address is filed by the Company witt
the Trustee) to:

YY Inc.

Building 3-08

Yangchang Creative Industry Zone
No. 309 Huangpu Avenue Middle
Tianhe District, Guangzhou 510655
People’s Republic of China
Attention: Chief Financial Officer
E-mail: eric@yy.com

Facsimile: +86(20)2916-2080

Any notice, direction, request or demand hereutmer upon the Trustee shall be given or servaekinson, transmitted by facsimile, sent via
electronic mail (with portable document format eltted) or deposited postage prepaid by registeredrtified mail in a post office letter box
addressed to the Corporate Trust Office with a copy

Deutsche Bank Trust Company Americas

c/o Deutsche Bank National Trust Company

Trust & Agency Services

100 Plaza One, Mailstop JCY03-0699

Jersey City, New Jersey 07311

United States of America

Attention: Corporate Team Deal Manager — YY Inc.
Facsimile: 732-578-4635

All notices and other communications under thislmtdre shall be in writing in English.

So long as and to the extent that the Notes aresepted by Global Notes and such Global Notebhelteby DTC, notices to owners
of beneficial interests in the Global Notes mayghen by delivery of the relevant notice to DTC émmmunication by it to entitled account
holders.

The Trustee, by notice to the Company, may desigaddlitional or different addresses for subsequetites or communications.
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Any notice or communication mailed to a Holder shalmailed to it by first class mail, postage @iepat its address as it appears or
the Note Register and shall be sufficiently giveiit if so mailed within the time prescribed.

Failure to mail a notice or communication to a Hwldr any defect in it shall not affect its suféiocy with respect to other Holders. If
a notice or communication is mailed in the manmerided above, it is duly given, whether or not dulelressee receives it.

In case by reason of the suspension of regularseaiice or by reason of any other cause it skelirpracticable to give such notice
to Holders by mail, then such notification as sballmade with the approval of the Trustee shalstitute a sufficient notification for every
purpose hereunder.

Section 17.04 Governing Law; JurisdictionTHIS INDENTURE AND EACH NOTE, AND ANY CLAIM, CONTRYERSY OR
DISPUTE ARISING UNDER OR RELATED TO THIS INDENTUREND EACH NOTE, SHALL BE GOVERNED BY, AND
CONSTRUED IN ACCORDANCE WITH, THE LAWS OF THE STATGF NEW YORK.

The Company irrevocably consents and agrees, éob¢inefit of the Holders from time to time of thetds and the Trustee, that any
legal action, suit or proceeding against it withpect to obligations, liabilities or any other reatarising out of or in connection with this
Indenture or the Notes may be brought in the cafrtee State of New York or the courts of the gdiSStates, in each case, located in the
Borough of Manhattan, New York City, New York anmtil amounts due and to become due in respetieoNbtes have been paid, hereby
irrevocably consents and submits to the non-exadusirisdiction of each such coumtpersonam generally and unconditionally with respec
any action, suit or proceeding for itself in redpafats properties, assets and revenues.

The Company irrevocably and unconditionally waiveghe fullest extent permitted by law, any objgetwhich it may now or
hereafter have to the laying of venue of any ofdfeeesaid actions, suits or proceedings arisirigobar in connection with this Indenture
brought in the courts of the State of New Yorkte tourts of the United States located in the Bgioof Manhattan, New York City, New
York and hereby further irrevocably and uncondisibhwaives and agrees not to plead or claim ingumh court that any such action, suit or
proceeding brought in any such court has been btaangn inconvenient forum.

Section 17.05 Submission to Jurisdiction; Service of Procddse Company irrevocably appoints Law Debenture Gate Service,
Inc. as its authorized agent in the Borough of Mutam in the City of New York upon which processyrba served in any such suit or
proceeding, and agrees that service of process syminagent, and written notice of said servidi¢oCompany by the person serving the <
to:

YY Inc.

Building 3-08

Yangchang Creative Industry Zone
No. 309 Huangpu Avenue Middle
Tianhe District, Guangzhou 510655
People’s Republic of China
Attention: Chief Financial Officer
Facsimile: +86(20)2916-2080
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shall be deemed in every respect effective senfiggocess upon the Company in any such suit argading. The Company further agrees to
take any and all action as may be necessary totamaisuch designation and appointment of such agduntl force and effect for a period of
five and a half years from the date of this Indeatif for any reason such agent shall cease subk agent for service of process, the Com
shall forthwith appoint a new agent of recogniz&hding for service of process in the State of N@rk and deliver to the Trustee a copy of
the new ageng acceptance of that appointment within ten Busimesys of such acceptance. Nothing herein shatathe right of the Truste
any agent or any Holder to serve process in armgrattanner permitted by law or to commence legatgedings or otherwise proceed against
the Company in any other court of competent jucisain. To the extent that the Company has or hexeafay acquire any sovereign or other
immunity from jurisdiction of any court or from atggal process with respect to itself or its propethe Company irrevocably waives such
immunity in respect of its obligations hereundeunder any Note.

Section 17.06Evidence of Compliance with Conditions Precedeusttificates and Opinions of Counsel to Trustee.

(a) Upon any request or application by@oenpany to the Trustee to take any action undettidenture, the Company shall
furnish to the Trustee:

0] an Officers’ Certificate stating that,the opinion of the signers, all conditions @eent, if any, provided for in
this Indenture relating to the proposed action Haeen complied with; and
(i) an Opinion of Counsel stating thattle opinion of such counsel, all such conditiorecpdent have been
complied with.
(b) Each certificate or opinion with respt compliance with a condition or covenant pdad for in this Indenture shall
include:
0] a statement that each person signirefp sertificate or opinion has read such covenanbnodition and the

definitions herein relating thereto;

(i) a brief statement as to the nature sempe of the examination or investigation uponchiihe statement or
opinion contained in such certificate or opiniom&sed,;

(iii) a statement that, in the opinion o€kauch person, he has made such examination @stigation as is
necessary to enable him to express an informedavpéas to whether or not such covenant or condtias been complied with; and

(iv) a statement as to whether or not, andpinion of each such person, such condition vegant has been
complied with.
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Notwithstanding anything to the contrary in tBisction 17.06, if any provision in this Indentupesifically provides that the Trustee
shall or may receive an Opinion of Counsel in catina with any action to be taken by the TrusteéherCompany hereunder, the Trustee
be entitled to, or entitled to request, such Omirob Counsel.

Section 17.07 Legal HolidaysIn any case where any Interest Payment Date, FuadiainChange Repurchase Date, Conversion
Repurchase Date, Tax Redemption Date or Maturity Ranot a Business Day, then any action to bertak such date need not be taken on
such date, but may be taken on the next succe@&lisigess Day with the same force and effect akin on such date, and no interest shall
accrue in respect of the delay.

Section 17.08 No Security Interest Createldothing in this Indenture or in the Notes, expréesseimplied, shall be construed to
constitute a security interest under the Uniforrm@wercial Code or similar legislation, as now ordadter enacted and in effect, in any
jurisdiction.

Section 17.09 Benefits of Indentur&lothing in this Indenture or in the Notes, expresseimplied, shall give to any Person, other
than the Holders, the parties hereto, any Payingnfgny Conversion Agent, any Note Registrar ded successors hereunder, any benefit
any legal or equitable right, remedy or claim unithés Indenture.

Section 17.10 Table of Contents, Headings, Efde table of contents and the titles and headififsecarticles and sections of this
Indenture have been inserted for convenience ef@ate only, are not to be considered a part hemedfshall in no way modify or restrict any
of the terms or provisions hereof.

Section 17.11 Execution in Counterpart3his Indenture may be executed in any number ofhtayparts, each of which shall be an
original, but such counterparts shall together titute but one and the same instrument. The exahahgopies of this Indenture and of
signature pages by facsimile or PDF transmissiafl shnstitute effective execution and deliventtus Indenture as to the parties hereto and
may be used in lieu of the original Indenture fibparposes. Signatures of the parties hereto mnéttesd by facsimile or PDF shall be deeme:
be their original signatures for all purposes.

Section 17.12 Severabilityln the event any provision of this Indenture othia Notes shall be invalid, illegal or unenforcealhen
(to the extent permitted by law) the validity, létyaor enforceability of the remaining provisioskall not in any way be affected or impaired.

Section 17.13 Waiver of Jury TrialEACH OF THE COMPANY AND THE TRUSTEE HEREBY IRREVO@LY WAIVES, TO
THE FULLEST EXTENT PERMITTED BY APPLICABLE LAW, ANYAND ALL RIGHT TO TRIAL BY JURY IN ANY LEGAL
PROCEEDING ARISING OUT OF OR RELATING TO THIS INDENURE, THE NOTES OR THE TRANSACTIONS CONTEMPLATED
HEREBY.
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Section 17.14 Force Majeureln no event shall the Trustee or the Agents bearesiple or liable for any failure or delay in the
performance of its obligations hereunder arisingadwr caused by, directly or indirectly, forcesybnd its control, including, without
limitation, strikes, work stoppages, accidentss aftwar or terrorism, civil or military disturbags, nuclear or natural catastrophes or acts of
God, and interruptions, loss or malfunctions olitigs, communications or computer (software andihare) services; it being understood that
the Trustee or the Agents, as the case may bé usirateasonable efforts that are consistent veitlieted practices in the banking industry to
resume performance as soon as practicable undeirtiienstances.

Section 17.15 Calculations. Except as otherwise provided herein, the Comsa@ayl be responsible for making all calculationkech
for under the Notes. These calculations includé abe not limited to, determinations of the LaspBe#ed Sale Prices of the ADSs, accrued
interest payable on the Notes, the number of Acldéiti ADSs to be added to the Conversion Rate upgdale-Whole Fundamental Change or
a Tax Redemption, if any, and the Conversion RatheoNotes. The Company shall make all these taions in good faith and, absent
manifest error, the Company’s calculations shaliib@ and binding on Holders. The Company shadMite a schedule of its calculations to
each of the Trustee, the Paying Agent and the GsioreAgent, and each of the Trustee, the Payingnfgnd the Conversion Agent is entit
to rely conclusively and without liability upon tlaecuracy of the Company’s calculations withouteipehdent verification. The Trustee will
forward the Company'’s calculations to any HoldeNotes upon the request of that Holder at the cod¢ and expense of the Company upon
verification of such Holder’s identity and notehiolgs in a manner satisfactory to the Trustee.

Section 17.16 USA PATRIOT Acflhe parties hereto acknowledge that in order tp tied United States government fight the func
of terrorism and money laundering activities, parsuto Federal regulations that became effectiv®ciober 1, 2003 (Section 326 of the USA
PATRIOT Act) all financial institutions are requit¢éo obtain, verify, record and update informatibat identifies each person establishing a
relationship or opening an account. The partighiglndenture agree that they will provide to Thestee such information as it may request,
from time to time, in order for the Trustee to sBtithe requirements of the USA PATRIOT Act, indhuglbut not limited to the name, address,
tax identification number and other informationtthél allow it to identify the individual or enttwho is establishing the relationship or
opening the account and may also ask for format@muments such as articles of incorporation orratfentifying documents to be provided.
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IN WITNESS WHEREOF, the parties hereto have catisisdndenture to be duly executed as of the degeviritten above.
YY INC.

By: /s/ David Xueling Li

Name: David Xueling L
Title: Chief Executive Office

DEUTSCHE BANK TRUST COMPANY AMERICAS, as Trust
By: Deutsche Bank National Trust Compe

By: /s/ Annie Jaghatspanyi

Name: Annie Jaghatspany
Title: Vice Presiden

By: /s/ Wanda Camacl

Name: Wanda Camaclt
Title:




EXHIBIT A
[FORM OF FACE OF NOTE]
[INCLUDE FOLLOWING LEGEND IF A GLOBAL NOTE]

[UNLESS THIS CERTIFICATE IS PRESENTED BY AN AUTHORED REPRESENTATIVE OF THE DEPOSITORY TRU
COMPANY, A NEW YORK CORPORATION (“DTC"), TO THE COMPANY OR ITS AGENT FOR REGISTRATION OF TRISFER
EXCHANGE, OR PAYMENT, AND ANY CERTIFICATE ISSUED IREGISTERED IN THE NAME OF CEDE & CO. OR IN SU(
OTHER NAME AS IS REQUESTED BY AN AUTHORIZED REPRESEATIVE OF DTC (AND ANY PAYMENT IS MADE TO CEDE é
CO. OR TO SUCH OTHER ENTITY AS IS REQUESTED BY ANUAHORIZED REPRESENTATIVE OF DTC), ANY TRANSFE
PLEDGE, OR OTHER USE HEREOF FOR VALUE OR OTHERWIBE OR TO ANY PERSON IS WRONGFUL INASMUCH AS Tk
REGISTERED OWNER HEREOF, CEDE & CO., HAS AN INTERESEREIN.]

[INCLUDE FOLLOWING LEGEND IF A RULE 144A NOTE OR REGULATION S NOTE]

[THIS SECURITY, THE AMERICAN DEPOSITARY SHARES DEMERABLE UPON CONVERSION OF THIS SECURITY
AND THE CLASS A COMMON SHARES REPRESENTED THEREBYME NOT BEEN REGISTERED UNDER THE SECURITIES
ACT OF 1933, AS AMENDED (THE “SECURITIES ACT"), ANDMAY NOT BE OFFERED, SOLD, PLEDGED OR OTHERWISE
TRANSFERRED EXCEPT IN ACCORDANCE WITH THE FOLLOWINGENTENCE. BY ITS ACQUISITION HEREOF OR OF A
BENEFICIAL INTEREST HEREIN, THE ACQUIRER:

(1) REPRESENTS THAT IT AND ANY ACCOUNT FOWHICH IT IS ACTING (A) IS A “QUALIFIED
INSTITUTIONAL BUYER” (A “QIB”) (WITHIN THE MEANING OF RULE 144A UNDER THE SECURITIES ACT) OR (B) IS
LOCATED OUTSIDE THE UNITED STATES AND IS NOT A U.2ERSON (WITHIN THE MEANING OF REGULATION S
UNDER THE SECURITIES ACT) AND THAT IT EXERCISES S®LINVESTMENT DISCRETION WITH RESPECT TO EACH
SUCH ACCOUNT AND THAT IT AND ANY SUCH ACCOUNT IS N@ AN AFFILIATE OF YY INC. (THE “COMPANY"),

AND

(2) AGREES FOR THE BENEFIT OF THE COMPANYAT IT WILL NOT OFFER, SELL, PLEDGE OR
OTHERWISE TRANSFER THIS SECURITY OR ANY BENEFICIAINTEREST HEREIN PRIOR TO THE DATE THAT IS THE
LATER OF (X) ONE YEAR AFTER THE LAST ORIGINAL ISSUBATE HEREOF OR SUCH SHORTER PERIOD OF TIME AS
PERMITTED BY RULE 144 UNDER THE SECURITIES ACT ORNY SUCCESSOR PROVISION THERETO AND (Y) SUCH
LATER DATE, IF ANY, AS MAY BE REQUIRED BY APPLICABIE LAW, EXCEPT:
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(A) TO THE COMPANY OR ANY SUBSIDIARY THEREB, OR

(B) PURSUANT TO A REGISTRATION STATEMENT TAT HAS BECOME EFFECTIVE UNDER THE
SECURITIES ACT, OR

©) TO A QIB IN COMPLIANCE WITH RULE 144A NDER THE SECURITIES ACT, OR

(D) THROUGH OFFERS AND SALES THAT OCCUR OBIDE THE UNITED STATES TO PERSONS
WHO ARE NOT U.S. PERSONS WITHIN THE MEANING OF REGHBTION S UNDER THE SECURITIES ACT, OR

(E) PURSUANT TO AN EXEMPTION FROM REGISTRAON PROVIDED BY RULE 144 UNDER THE
SECURITIES ACT (IF AVAILABLE).

[PRIOR TO THE REGISTRATION OF ANY TRANSFER IN ACC@RNCE WITH CLAUSE 2(D) ABOVE, THE TRANSFEROI
SHALL FIRST DELIVER TO THE TRUSTEE A WRITTEN CERTIEATE STATING THAT SUCH TRANSFER IS BEING MADE IN

ACCORDANCE WITH RULE 903 OR 904 OF REGULATION $.]

[PRIOR TO THE REGISTRATION OF ANY TRANSFER IN ACCA@RANCE WITH CLAUSE (2)(C) ABOVE, THE
TRANSFEROR SHALL FIRST DELIVER TO THE TRUSTEE A WRTEN CERTIFICATE STATING THAT THE SECURITIES ARE
BEING TRANSFERRED TO A PERSON (A) WHO THE TRANSFERG@EASONABLY BELIEVES TO BE A QIB, (B) WHO IS
PURCHASING FOR ITS OWN ACCOUNT OR THE ACCOUNT OF®B IN A TRANSACTION MEETING THE REQUIREMENTS OF
RULE 144A AND (C) IN ACCORDANCE WITH ALL APPLICABLESECURITIES LAWS OF THE STATES OF THE UNITED STATES

AND OTHER JURISDICTIONS.}

PRIOR TO THE REGISTRATION OF ANY TRANSFER IN ACCORDCE WITH CLAUSE (2)(E) ABOVE, THE COMPANY,
THE DEPOSITARY AND THE TRUSTEE RESERVE THE RIGHT TREQUIRE THE DELIVERY OF SUCH LEGAL OPINIONS,
CERTIFICATIONS OR OTHER EVIDENCE AS MAY REASONABLBE REQUIRED IN ORDER TO DETERMINE THAT THE
PROPOSED TRANSFER IS BEING MADE IN COMPLIANCE WITHHE SECURITIES ACT AND APPLICABLE STATE SECURITIES
LAWS. NO REPRESENTATION IS MADE AS TO THE AVAILABILTY OF ANY EXEMPTION FROM THE REGISTRATION
REQUIREMENTS OF THE SECURITIES ACT ]

EXCEPT PURSUANT TO, AND IN COMPLIANCE WITH, SECTIOR.10 OF THE INDENTURE PURSUANT TO WHICH THIS
SECURITY WAS ISSUED, NO AFFILIATE (AS DEFINED IN RLE 144 UNDER THE SECURITIES ACT) OF THE COMPANY OR
PERSON THAT HAS BEEN AN AFFILIATE (AS DEFINED IN RLE 144 UNDER THE SECURITIES ACT) OF THE COMPANY
DURING THE THREE IMMEDIATELY PRECEDING MONTHS MAY BRCHASE, OTHERWISE ACQUIRE OR OWN THIS SECURI
OR A BENEFICIAL INTEREST HEREIN.

Linclude for a Rule 144A Note.
2nclude for a Regulation S Note.




YY INC.

2.25% Convertible Senior Note due 2019

No. | [Initially] 3US$
CUSIP No. [98426T AA4T[GO887Y AA5]5

YY Inc., a company duly organized and validly eixigtunder the laws of the Cayman Islands (tl@otfmpany,” which term includes
any successor company or corporation or otheryemtitler the Indenture referred to on the reversedfl for value received hereby promises

to pay to [CEDE & CO.J| |, or registered assigns, the principal sum [agosti in the “Schedule of Exchanges of Notes” ditat

hereto]® [of US$ P, which amount, taken together with the princigabants of all other outstanding Notes, shall notess
permitted by the Indenture, exceed US$400,000,0@@gregate at any time (or up to US$460,000,0@80e@xtent the Initial Purchasers
exercise their option to purchase additional Naeset forth in the Purchase Agreement), in acoomlwith the rules and procedures of the
Depositary, on April 1, 2019, and interest theraerset forth below.

This Note shall bear interest at the rate of 2.2&¥6year from March 24, 2014, or from the most néckate to which interest had been
paid or provided for to, but excluding, the nexteduled Interest Payment Date until April 1, 20b®erest is payable semi-annually in arrears
on each April 1 and October 1, commencing on Ogt@b2014, to Holders of record at the close ofifess on the preceding March 15 and
September 15 (whether or not such day is a BusiDagy respectively. Additional Interest will bey@dle as set forth iBection 4.06(d),
Section 4.06(e) an8lection 6.03 of the within-mentioned Indenture, ang reference to interest on, or in respect of,ote therein shall be
deemed to include Additional Interest if, in sucmtext, Additional Interest is, was or would be glalg pursuant to any of suSection 4.06(d
Section 4.06(e) anBection 6.03, and any express mention of the payofeldditional Interest in any provision thereimnadl not be construed
as excluding Additional Interest in those provisidhereof where such express mention is not made.

Any Defaulted Amounts shall accrue interest peruammt the rate per annum borne by the Nptesone percent, subject to the
enforceability thereof under applicable law, frand including, the relevant payment date to, batughing, the date on which such Defaulted
Amounts shall have been paid by the Company, alétsion, in accordance witection 2.03(c) of the Indenture.

3Include if a Global Note.
4Include for a Rule 144A Note.
5Include for a Regulation S Note.
8Include if a Global Note.
"Include if a Physical Note.
8Include if a Global Note.
9Include if a Physical Note.




The Company shall pay the principal of and inteogsthis Note, so long as such Note is a GlobaENatimmediately available funds
to the Depositary or its nominee, as the case reapdthe registered Holder of such Note. As pexvid and subject to the provisions of the
Indenture, the Company shall pay the principalrof Botes (other than Notes that are Global Note)eaoffice or agency designated by the
Company for that purpose. The Company has initddlgignated the Trustee as its Paying Agent, CesioreAgent and Note Registrar in
respect of the Notes and its agency in the Boramidianhattan, The City of New York, as a place vehptes may be presented for payment
or for registration of transfer.

Reference is made to the further provisions of ot set forth on the reverse hereof, includinigheut limitation, provisions giving
the Holder of this Note the right to convert thistdlinto ADSs on the terms and subject to the &itiths set forth in the Indenture. Such fur
provisions shall for all purposes have the samecetis though fully set forth at this place.

This Note, and any claim, controversy or dispute asing under or related to this Note, shall be constied in accordance with
and governed by the laws of the State of New York.

In the case of any conflict between this Note dmdlbdenture, the provisions of the Indenture statitrol and govern.

This Note shall not be valid or become obligataydny purpose until the certificate of authent@ahereon shall have been signed
manually or by facsimile by the Trustee under tigehture.

[ Remainder of page intentionally left blapk
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IN WITNESS WHEREOF, the Company has caused thie kobe duly executed.

YY INC.

By:
Name:
Title:

Dated:

TRUSTEE'S CERTIFICATE OF AUTHENTICATION
DEUTSCHE BANK TRUST COMPANY AMERICAS
as Trustee, certifies that this is one of the Nd&scribed
in the within-named Indenture.

By:

Authorized Officer

By:

Authorized Officer




[FORM OF REVERSE OF NOTE]

YY INC.
2.25% Convertible Senior Note due 2019

This Note is one of a duly authorized issue of Natethe Company, designated as its 2.25% Conleisibnior Notes due 2019 (the “
Notes”), limited to the aggregate principal amount of$480,000,000 (or up to US$460,000,000 to the extentnitial Purchasers exercise
their option to purchase additional Notes as s#hfio the Purchase Agreement), all issued or tis&ged under and pursuant to an Indenture
dated as of March 24, 2014 (théntlenture "), between the Company and Deutsche Bank Trustgamm Americas, as trustee (th&rustee
"), to which Indenture and all indentures suppletakthereto reference is hereby made for a degonijgif the rights, limitations of rights,
obligations, duties and immunities thereunder efThustee, the Company and the Holders of the Nawdditional Notes may be issued in an
unlimited aggregate principal amount, subject tdade conditions specified in the Indenture. ThdeRLA4A Notes and the Regulation S Notes
initially have separate CUSIP numbers and willialy not be fungible.

In the case certain Events of Default, as definethé Indenture, shall have occurred and be cantinthe principal of, and interest
on, all Notes may be declared, by either the TeusteHolders of at least 25% in aggregate principabunt of Notes then outstanding, and
upon said declaration shall become, due and payialliee manner, with the effect and subject todtweditions and certain exceptions set fortt
in the Indenture. In the case certain Events obDiefelating to a bankruptcy (or similar proceggiwith respect to the Company or a
Significant Subsidiary of the Company shall haveurced, the principal of, and interest on, all Nosball automatically become immediately
due and payable, as set forth in the Indenture.

Subject to the terms and conditions of the Indentime Company will make all payments in respecthefprincipal amount on the
Maturity Date, the Repurchase Price and the Fundeah€hange Repurchase Price, as the case may the, Holder who surrenders a Note to
the Trustee to collect such payments in respettteoNote. The Company will pay cash amounts in mariehe United States that at the time
of payment is legal tender for payment of publid @nivate debts.

Subject to the terms and conditions of the Indentadditional Amounts will be paid in connectiontivany payments made and
deliveries caused to be made by the Company osacgessor to the Company under or with respetietdnidenture and the Notes, including,
but not limited to, payments of principal (includirif applicable the Repurchase Price and the Fued#l Change Repurchase Price),
payments of interest and deliveries of ADSs (togethith payments for any fractional ADS) upon camsien of the Notes to ensure that the
amount received by the beneficial owner after goplieable withholding or deduction (and after detihug any taxes on the Additional
Amounts) will equal the amount that would have bemeived by such beneficial owner had no suchhwitling or deduction been required.
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The Indenture contains provisions permitting thenpany and the Trustee in certain circumstancebowttthe consent of the Holders
of the Notes, and in certain other circumstancéth, the consent of the Holders of not less tharagonity in aggregate principal amount of the
Notes at the time outstanding, evidenced as inntienture provided, to execute supplemental indestmodifying the terms of the Indent
and the Notes as described therein. It is alsoigeovin the Indenture that, subject to certain pxoes, the Holders of a majority in aggregate
principal amount of the Notes at the time outstagdnay on behalf of the Holders of all of the Notesve any past Default or Event of Def:
under the Indenture and its consequences.

No reference herein to the Indenture and no prowist this Note or of the Indenture shall altefropair the obligation of the
Company, which is absolute and unconditional, tp gracause to be delivered, as the case may beyith@pal (including the Repurchase
Price, Tax Redemption Price and the Fundamentah@hRepurchase Price, if applicable) of, accruetienpaid interest on, and the
consideration due upon conversion of, this Notth@tplace, at the respective times, at the rataratite lawful money herein prescribed.

The Notes are issuable in registered form withoujpons in denominations of US$1,000 principal amauma integral multiples
thereof. At the office or agency of the Companyerefd to on the face hereof, and in the mannessahjkct to the limitations provided in the
Indenture, Notes may be exchanged for a like aggesgrincipal amount of Notes of other authorizedaminations, without payment of any
service charge but, if required by the Companyrosiee, with payment of a sum sufficient to covey mansfer or similar tax that may be
imposed in connection therewith as a result ofntwme of the Holder of the new Notes issued upoh sMchange of Notes being different fr
the name of the Holder of the old Notes surrendéreduch exchange.

The Notes are not subject to redemption througlogezation of any sinking fund. Under certain cmatiances specified in the
Indenture, the Notes will be subject to redempligrthe Company at the Tax Redemption Price.

The Holder has the right, at such Holder’s optiorrequire the Company to repurchase for cashf alich Holder’s Notes or any
portion thereof (in principal amounts of US$1,000regral multiples thereof) on the Repurchaseelata price equal to the Repurchase P

Upon the occurrence of a Fundamental Change, tf@deHbas the right, at such Holder’s option, touiegjthe Company to repurchase
for cash all of such Holder's Notes or any portibareof (in principal amounts of US$1,000 or int#gnultiples thereof) on the Fundamental
Change Repurchase Date at a price equal to theamertal Change Repurchase Price.

Subject to the provisions of the Indenture, theddohereof has the right, at its option, priortte tlose of business on the second
Business Day immediately preceding the MaturityeD&h convert any Notes or portion thereof thai&$1,000 or an integral multiple thereof,
into ADSs at the Conversion Rate specified in tidehture, as adjusted from time to time as providete Indenture.

Terms used in this Note and defined in the Inden&we used herein as therein defined.
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ABBREVIATIONS

The following abbreviations, when used in the ifstewn of the face of this Note, shall be constrasdhough they were written out in
full according to applicable laws or regulations:

TEN COM = as tenants in common

UNIF GIFT MIN ACT = Uniform Gifts to Minors Act

CUST = Custodian

TEN ENT = as tenants by the entireties

JT TEN = joint tenants with right of survivorshipdgnot as tenants in common

Additional abbreviations may also be used thougtimthe above list.
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SCHEDULE A 10

SCHEDULE OF EXCHANGES OF NOTES

YY INC.
2.25% Convertible Senior Notes due 2019
The initial principal amount of this Global Note is DOLLARS (US$ ). The following e@ses or decreases in this
Global Note have been made:
Amount of Amount of Principal amount Signature of
decrease in increase in of this Global Note authorized
principal amount principal amount following such signatory of

Date of exchang of this Global Note of this Global Note decrease or increa Trustee

10|nclude if a global note.




ATTACHMENT 1
[FORM OF NOTICE OF CONVERSION]
To: YY INC.
DEUTSCHE BANK TRUST COMPANY AMERICAS, as Depositaigr the ADSs
DEUTSCHE BANK TRUST COMPANY AMERICAS, as Conversidgent

The undersigned registered owner of this Note heeslercises the option to convert this Note, orgbeion hereof (that is US$1,000
principal amount or an integral multiple thereof)dw designated, into ADSs in accordance with gmms of the Indenture referred to in this
Note, and directs that any cash payable and anysAde8verable upon such conversion, together withaash payable for any fractional AC
and any Notes representing any unconverted prihaipaunt hereof, be issued and delivered to thistergd Holder hereof unless a different
name has been indicated below. If any ADSs or amtign of this Note not converted are to be issuettie name of a Person other than the
undersigned, the undersigned will pay all docunmgntamp or similar issue or transfer taxes, if anaccordance witsection 14.02(d) and
Section 14.02(e) of the Indenture. Any amount neglito be paid to the undersigned on account efést accompanies this Note. Capitalized
terms used herein but not defined shall have thenings ascribed to such terms in the Indenture.

In connection with the conversion of this Notetlwr portion hereof below designated, the undersigreknowledges, represents to
and agrees with the Company that the undersigneotian “affiliate” (as defined in Rule 144 undke tSecurities Act) of the Company and ha:
not been an “affiliate” (as defined in Rule 144 anthe Securities Act) during the three months imliately preceding the date hereof.

[The undersigned further certifies:

1. The undersigned acknowledges (atttkiuindersigned is acting for the account of agrgpierson, that person has confirmed
that it acknowledges) that the Restricted Secgrieeived upon conversion of this Note (or seiesritepresented thereby) have not been anc
are not expected to be registered under the Siesufitt.

2. The undersigned further certifiest teither:

(&) The undersigned is, and at the time AD8dativered in conversion of its Notes will be, tiedder of the ADSs and tl
Class A Common Shares represented thereby, atitb (ndersigned is not a U.S. person (as defin&kgulation S under the Act) and is
located outside the United States (within the megof Regulation S) and acquired, or have agreeatdaire and will have acquired, the Notes
being converted and the ADSs and the Class A Confhanes represented thereby being delivered indheersion outside the United States
and (ii) the undersigned is not in the businedsuying and selling securities or, if the unders@jiein such business, the undersigned did not
acquire the Notes being converted from the Compaany affiliate thereof in the initial distributioof the Notes.




OR

(b) The undersigned is a broldealer acting on behalf of its customer; its cugtohas confirmed to the undersigned th
is, and at the time ADSs are delivered in conversioour Notes will be, the holder of the ADSs de Class A Common Shares represented
thereby, and (i) it is not a U.S. person (as defilmeRegulation S under the Act) and it is locateitside the United States (within the meaning
of Regulation S and acquired, or have agreed toieegnd will have acquired, the Notes being cotaceand the ADSs and the Class A
Common Shares represented thereby being deliveriéx iconversion outside the United States and (§)not in the business of buying and
selling securities or, if it is in such businesslid not acquire the Notes being converted from@ompany or any affiliate thereof in the initial
distribution of the Notes.

OR

(c) The undersigned is a qualified institutibimayer (as defined in Rule 144A under the Se@sif\ct) acting for its own
account or for the account of one or more qualifirestitutional buyers and the undersigned is (@hsaccount or accounts are) the sole
beneficial owner(s) of the ADSs to be received upamversion of the Notes.

3. The undersigned acknowledges timtindersigned (and any such other account) magomdinue to hold or retain any
interest in Restricted Securities received uporvewsion of this Note if the undersigned (or sudieotaccount) becomes an Affiliate of the
Company.

4. The undersigned agrees (and if titetsigned is acting for the account of anothesgerthat person has confirmed that it
agrees) that, unless and until the undersignedugain other account) is notified by the Depositaat the restrictive legend on such Restricted
Security has been removed from such security, tidensigned (and such other account) will not ofetl, pledge or otherwise transfer the
Restricted Security (or securities representeduisi Restricted Security) except in accordance thighrestrictions set forth in that legend and

any applicable securities laws of the United Statesany state thereot}

nclude if a Restricted Security.




Dated:

Signature(s

Signature Guarante

Signature(s) must be guarante

by an eligible Guarantor Institutic
(banks, stock brokers, savings ¢
loan associations and credit unio
with membership in an approv:
signature guarantee medallion progt
pursuant to Securities and Exchau
Commission Rule 174-15 if ADSs
are to be issued, or Notes are tc
delivered, other than to and in t
name of the registered hold

Fill in for registration of ADSs i
to be issued, and Notes if

be delivered, other than to and in
name of the registered hold

(Name)

(Street Address

(City, State and Zip Codkt
Please print name and addr

Principal amount to be converted (if less than dl5$ ,00
NOTICE: The above signature(s) of the Holder(sgebémust correspond wi

the name as written upon the face of the Note @meparticular without alteratic
or enlargement or any change whate

Social Security or Other Taxpay
Identification Numbe
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ATTACHMENT 2
[FORM OF FUNDAMENTAL CHANGE REPURCHASE NOTICE]

To: YY INC.

DEUTSCHE BANK TRUST COMPANY AMERICAS, as Trustee

The undersigned registered owner of this Note heagknowledges receipt of a notice from YY Ince(thCompany”) as to the
occurrence of a Fundamental Change with respaghet@€ompany and specifying the Fundamental ChaegeiRhase Date and requests and
instructs the Company to pay to the registered etdeéreof in accordance wigection 15.02 of the Indenture referred to in Mige (1) the
entire principal amount of this Note, or the panttbereof (that is US$1,000 principal amount oirdagral multiple thereof) below designated,
and (2) if such Fundamental Change Repurchasedoatenot fall during the period after a Regulard@®ate and on or prior to the
corresponding Interest Payment Date, accrued apdidimterest thereon to, but excluding, such Furetgal Change Repurchase Date.
Capitalized terms used herein but not defined steale the meanings ascribed to such terms in thentore.

In the case of Physical Notes, the certificate nemslof the Notes to be repurchased are as setlfelofv:

Certificate Number(s):

Dated:

Signature(s

Social Security or Other Taxpay
Identification Numbe

Principal amount to be repaid (if less than allS$ ,00!
NOTICE: The above signature(s) of the Holder(sebémust correspond with tl

name as written upon the face of the Note in eparjicular without alteration or
enlargement or any change whate'




ATTACHMENT 3
[FORM OF REPURCHASE NOTICE]

To: YY INC.

DEUTSCHE BANK TRUST COMPANY AMERICAS, as Trustee

The undersigned registered owner of this Note heagknowledges receipt of a notice from YY Ince(ttCompany”) regarding the
right of Holders to elect to require the Companyepurchase the entire principal amount of thiseNot the portion thereof (that is US$1,000
principal amount or an integral multiple thereof)dw designated and requests and instructs the @oyrtp repurchase the entire principal
amount of this Note, or the portion thereof (tlsal)iS$1,000 principal amount or an integral multiplereof) below designated, in accordance
with the applicable provisions of the Indentureeredd to in this Note, at the Repurchase Prichaaegistered Holder hereof. Capitalized te
used herein but not defined shall have the meargiagsbed to such terms in the Indenture.

In the case of certificated Notes, the certificatenbers of the Notes to be purchased are as setielow:

Certificate Number(s):

Dated:

Signature(s

Social Security or Other Taxpay
Identification Numbe

Principal amount to be repaid (if less than al)S$ ,001
NOTICE: The above signature(s) of the Holder(sebémust correspond with tl

name as written upon the face of the Note in eparjicular without alteration or
enlargement or any change whate'




ATTACHMENT 4
[FORM OF ASSIGNMENT AND TRANSFER]
For value received ebhesell(s), assign(s) and transfer(s) unto (Please insert social

security or Taxpayer Identification Number of asgig) the within Note, and hereby irrevocably cdatts and appoints
attorney to transfer thelgaid on the books of the Company, with full pow&substitution in the premise

In connection with any transfer of the within Naigcurring prior to the Resale Restriction TermioatDate, as defined in the Indenture
governing such Note, the undersigned confirmsshah Note is being transferred:

O To YY Inc. or a subsidiary thereof; or

O Pursuant to a registration statementhiatbecome or been declared effective under tteriBes Act of 1933, as amended; or

O Pursuant to and in compliance with RuldA under the Securities Act of 1933, as amended; o

O Outside the United States to a personishaot a U.S. person in accordance with Reguiafiainder the Securities Act of 1933, as

amended; or

O Pursuant to and in compliance with Rulé linder the Securities Act of 1933, as amendeal/éflable).




Dated:

Signature(s

Signature Guarante

Signature(s) must be guaranteed by an

eligible Guarantor Institution (banks, stock
brokers, savings and loan associations and
credit unions) with membership in an approved
signature guarantee medallion program pursuant
to Securities and Exchange Commission

Rule 17Ad-15 if Notes are to be delivered, other
than to and in the name of the registered ho

NOTICE: The signature on the assignment must cpores with the name as written upon the face ofNbte in every particular withot
alteration or enlargement or any change whatever.




ATTACHMENT 5 12
[FORM OF CERTIFICATE RE: EXCHANGE FOR RULE 144A N@&T

To: Deutsche Bank Trust Company Americas

60 Wall Street, 18 Floor, MS NYC 60-1630

New York, NY 10005, United Statt

Attention: Corporate Team Deal Manager — YY Inc.
Fax: 732-578-4635

In connection with the requested exchange of thieinvNote (or a portion thereof) for a Rule 144AtBlavith like aggregate principal
amount (or an increase in the aggregate principaluat represented by a Global Note that constitatesle 144A Note) prior to the Notes
Fungibility Date, as defined in the Indenture gowmeg such Note, the undersigned confirms that:

(1) such exchange occurs in connection with asfearof such Note (or a beneficial interest thereimder Rule 144A (as defined in
the Indenture); and

(2) such Note (or a beneficial interest therei)eing transferred to a Person:
(a) who the undersigned reasonably believes to®Hgas defined in the Indenture);
(b) purchasing for its own account or the accodra @IB in a transaction meeting the requiremefiBude 144A; and

(c) in accordance with all securities laws of thetes of the United States and other jurisdictions.

1270 be included for Regulation S Notes.




Dated:

Signature(s




ATTACHMENT 6 13
[FORM OF CERTIFICATE RE: EXCHANGE FOR REGULATIONISOTE]

To: Deutsche Bank Trust Company Americas

60 Wall Street, 18 Floor, MS NYC 60-1630

New York, NY 10005, United Statt

Attention: Corporate Team Deal Manager — YY Inc.
Fax: 732-578-4635

In connection with the requested exchange of thieinvNote (or a portion thereof) for a RegulatiolN&e with like aggregate
principal amount (or an increase in the aggregateipal amount represented by a Global Note tbhastitutes a Regulation S Note) prior to
the Notes Fungibility Date, as defined in the Irtde& governing such Note, the undersigned confthmsthe Note (or a beneficial interest
therein) has been transferred in accordance with 88 or 904 of Regulation S under the U.S. S&earAct of 1933, as amended.

1370 be included for Rule 144A Notes.




Dated:

Signature(s




EXHIBIT B

[FORM OF AUTHORIZATION CERTIFICATE]
I, [Name], [Title], acting on behalf of YY Inc. (gh* Company”) hereby certify that:
(A) the persons listed below are (i) authorizedic2ffs of the Company for purposes of the Indenfilme “ Indenture ”) dated as of March 24,
2014 between the Company abdutsche Bank Trust Company Americas , as trustee, (ii) duly elected or appointed, diegliand acting as
the holder of the respective office or officesfeeth opposite their names and (iii) the duly authed persons who executed or will execute the
Indenture, the Notes and any other written instomctvith regards to any matter pertaining to theéelmture by their manual or facsimile
signatures and were at the time of such executiioly, elected or appointed, qualified and actinghasholder of the offices set forth opposite
their names;
(B) each signature appearing below is the persgersiine signature; and

(C) attached hereto as Schedule 1 is a true, doairetcomplete specimen of the certificates repitesgthe Notes.

Name Title Signature




IN WITNESS WHEREOF, | have hereunto executed anlideled this certificate on behalf of the Compasyoéthe date indicated.
Dated:

[Name]

By:

Name:
Title:
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Exhibit 4.26

ENGLISH SUMMARY OF *

PANYU DISTRICT HIGH AND NEW TECHNOLOGY INTERNET IND USTRY HEADQUARTERS
PROGRAM FOR THE ATTRACTION AND SETUP OF
INVESTMENTS AGREEMENT

Party A: Guangzhou Panyu Information Technology Investment and Development Co., Ltd.

Party B: Guangzhou Huanju Shidai Information Techndogy Co., Ltd.

a) Party A, a state-owned enterprise registeréthmyu District, owns the B-1 building located inrtoDistrict of Wanda Commercial
Square, Wanbo Commercial Zone, 79 Wanbo 2nd Road¢h Town, Panyu District, Guangzhou (th-1 Building").

b) Party B is a high and new technology internet gmise registered in Panyu Distri

c) Through an open, public bidding process, Party B e bid in respect of certain floors of th-1 Building owned by Party £
d) Each of Party A and Party B hereby agrees to émtethis Agreement and be bound by its ter

THIS AGREEMENT WITNESSES as follows:

Goal and Requirement of Merchant Investment

1. Party B agrees to relocate its registered addoeBanyu District within half a year after theseution date of this Agreement
(excepting any delays caused by issues relatedwergment approval), if such address is not inRteyu District already. Party B
further undertakes that it will retain its regigt@raddress in the Panyu District within ten yeéith® later of (i) the date on which the
industry and commerce administration authority éssto Party B its updated business license withPtey District registered address,

or (ii) the execution date of this Agreeme

2. Party A agrees that, upon Party B having chaitgaegistered address to Panyu District, Partyilitransfer certain floors of the B-1
Building (the "Premises") to Party B as its opergtbase under the terms and conditions he

Transfer of Property

3. The aggregate gross floor area of the Premiaasferred from Party A to Party B is approximat@ly574 square meters (if this
number differs from the gross floor area recordedhe Real Estate Ownership Certificate issued Rttty B as the recorded owner
(the "Record Area"), the Record Area shall prev&fecifically, the Premises are 23/F to 25/F an@ 20 39/F of the -1 Building.

4. The transfer price is RMB15,675 per square m

5. Party B shall pay the total transfer price of B 9,247,450 (based on the estimated gross flear afr 30,574 square meters), which
shall be subject to adjustment to reflect the défifice between such estimated gross floor areaharidecord Area, in two installmer
no later than three months after the execution dfstieis Agreement (i.e. on or before November@l4).

The first installment of RMB239,623,725 shall bededy Party B to Party A within 15 business daysrahe execution date of
this Agreement (i.e. on or before August 27, 20T4e deposit of RMB20,000,000 made by Party B wollint towards the first

installment.

" The original contract is in Chinese, this is an l&hgsummary of the original contract.




« The second installment shall be the remaining amofithe total transfer price. Party B shall pag second installment to Party
within three months after the execution date of thjireement (i.e. on or before November 6, 20
« Upon the final verification and calculation of ttetal transfer price based on the Record Areapéntes shall adjust the total
transfer price and make supplemental payment andgfas applicable
Liability for Breach of Agreemen
6. |If either party delays in performing its obligat hereunder and fails to correct such breachimitie reasonable period set and
informed of by the other party, the defaulting pathall pay RMB100,000 per day to the other pastgdamages. If the delay in
performance continues for more than 30 days, thergiarty may terminate this Agreement and theuliixig party shall pay the other
party RMB50 million.
Miscellaneous
7. This Agreement shall take effect on August 7, 28ftdr being duly executed and affixed with stamp$®bth parties
Party A: Guangzhou Panyu Information Technology Investment and Development Co., Ltd.
Seal: /s/ Guangzhou Panyu Information Technologgd$tment and Development Co., Ltd.
Signature: /s/
Party B: Guangzhou Huanju Shidai Information Techndogy Co., Ltd.
Seal: /s/ Guangzhou Huanju Shidai Information Tetbgy Co., Ltd.

Signature: /s/




Exhibit 8.1
List of Subsidiaries and Consolidated Affiliated Enities of YY Inc.

Place of Incorporation

Subsidiaries

Duowan Entertainment Cor BVI
NeoTasks Inc Cayman Island
NeoTasks Limitec Hong Kong
Guangzhou Huanju Shidai Information Technology Ctd, PRC
Huanju Shidai Technology (Beijing) Co., Li PRC
Zhuhai Duowan Information Technology Co., L PRC
Zhuhai Huanju Shidai Information Technology Codl PRC
Consolidated Affiliated Entities

Beijing Tuda Science and Technology Co., | PRC
Guangzhou Huaduo Network Technology Co., | PRC
Guangzhou Juhui Information Technology Co., Lt PRC
Guangzhou Huanju Media Co., Ltc PRC
Beijing Huangiu Chuangzhi Software Co., Lt PRC
Zhengrengiang and His Partners Education TechndBgiing) Co., Ltd.* PRC
Beijing Dubooker Culture Communication Co., Lt PRC
Beijing Huangiu Xingxue Technology Development Qdd.* PRC
Guangzhou Zhuque Information Technology Co., L PRC

* Wholly owned subsidiaries of Guangzhou Huaduavwdek Technology Co., Ltd..




Exhibit 12.1

Certification by the Principal Executive Officer
Pursuant to Section 302 of the Sarbanes-Oxley Acf 2002

I, David Xueling Li, certify that:

1.

2.

| have reviewed this annual report on Forr-F of YY Inc. (the "Company")

Based on my knowledge, this report does notaiomny untrue statement of a material fact or dn#tate a material fact necessary te
make the statements made, in light of the circuntgtsiunder which such statements were made, nistadisg with respect to the
period covered by this repo

Based on my knowledge, the financial statememig,other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the Company as of, andtifierperiods presented in this rep

The Company's other certifying officer(s) araté responsible for establishing and maintainirsgldsure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))%nd internal control over financial reportirag defined in Exchange Act
Rules 13-15(f) and 15-15(f)) for the Company and hav

€)) designed such disclosure controls and procedarecaused such disclosure controls and procedorge designed under our
supervision, to ensure that material informatidatieg to the Company, including its consolidatetsidiaries, is made
known to us by others within those entities, pattidy during the period in which this report isifge prepared

(b) designed such internal control over finanoggdarting, or caused such internal control overrfaia reporting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repogiand the preparation of
financial statements for external purposes in atauce with generally accepted accounting princijy

(c) evaluated the effectiveness of the Compangdabure controls and procedures and presentédsingport our conclusions
about the effectiveness of the disclosure contintsprocedures, as of the end of the period coveyehis report based on
such evaluation; an

(d) disclosed in this report any change in the Camyfs internal control over financial reportingttbacurred during the period
covered by this annual report that has materidfcted, or is reasonably likely to materially affethe Company's internal
control over financial reporting; ar

The Company's other certifying officer(s) arfthl’e disclosed, based on our most recent evaluatimbernal control over financial
reporting, to the Company's auditors and the axgfitmittee of the Company's board of directors @spns performing the equivals
functions):

(a) all significant deficiencies and material weaknsdsehe design or operation of internal contraéofinancial reporting whic
are reasonably likely to adversely affect the Comyfsaability to record, process, summarize andntefpancial information;
and




(b) any fraud, whether or not material, that involvesnagement or other employees who have a signifioémin the Company
internal control over financial reportin

Date: April 21, 2015

By: /s/ David Xueling Li
Name: David Xueling Li
Title:  Chief Executive Office




Exhibit 12.2

Certification by the Principal Financial Officer
Pursuant to Section 302 of the Sarbanes-Oxley Acf 2002

I, Eric He, certify that:

1.

2.

| have reviewed this annual report on Forr-F of YY Inc. (the "Company")

Based on my knowledge, this report does notaiomny untrue statement of a material fact or dn#tate a material fact necessary te
make the statements made, in light of the circuntgtsiunder which such statements were made, nistadisg with respect to the
period covered by this repo

Based on my knowledge, the financial statememig,other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the Company as of, andtifierperiods presented in this rep

The Company's other certifying officer(s) araté responsible for establishing and maintainirsgldsure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))%nd internal control over financial reportirag defined in Exchange Act
Rules 13-15(f) and 15-15(f)) for the Company and hav

€)) designed such disclosure controls and procedarecaused such disclosure controls and procedorge designed under our
supervision, to ensure that material informatidatieg to the Company, including its consolidatetsidiaries, is made
known to us by others within those entities, pattidy during the period in which this report isifge prepared

(b) designed such internal control over finanoggdarting, or caused such internal control overrfaia reporting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repogiand the preparation of
financial statements for external purposes in atauce with generally accepted accounting princijy

(c) evaluated the effectiveness of the Compangdabure controls and procedures and presentédsingport our conclusions
about the effectiveness of the disclosure contintsprocedures, as of the end of the period coveyehis report based on
such evaluation; an

(d) disclosed in this report any change in the Camyfs internal control over financial reportingttbacurred during the period
covered by this annual report that has materidfcted, or is reasonably likely to materially affethe Company's internal
control over financial reporting; ar

The Company's other certifying officer(s) arfthl’e disclosed, based on our most recent evaluatimbernal control over financial
reporting, to the Company's auditors and the axgfitmittee of the Company's board of directors @spns performing the equivals
functions):

(a) all significant deficiencies and material weaknsdsehe design or operation of internal contraéofinancial reporting whic
are reasonably likely to adversely affect the Comyfsaability to record, process, summarize andntefpancial information;
and




(b) any fraud, whether or not material, that involvesnagement or other employees who have a signifioémin the Company
internal control over financial reportin

Date:  April 21, 2015

By: /s/ Eric He
Name: Eric He
Title: Chief Financial Office




Exhibit 13.1

Certification by the Principal Executive Officer
Pursuant to Section 906 of the Sarbanes-Oxley Acf 2002

In connection with the Annual Report of YY Inc. éthCompany") on Form 20-F for the year ended Deaarlh, 2014 as filed with the
Securities and Exchange Commission on the dateh@he "Report"), |, David Xueling Li, Chief Exetive Officer of the Company, hereby
certify, pursuant to 18 U.S.C. Section 1350, aptetbpursuant to Section 906 of the Sarbanes-Oxtewf 2002, that to my knowledge:

1. The Report fully complies with the requirementsSefction 13(a) or 15(d) of the Securities Exchangeoh 1934; anc
2. The information contained in the Report fairhggents, in all material respects, the financialdétion and results of operations of the
Company.

Date:  April 21, 2015

By: /s/ David Xueling Li
Name: David Xueling Li
Title:  Chief Executive Office




Exhibit 13.2

Certification by the Principal Financial Officer
Pursuant to Section 906 of the Sarbanes-Oxley Acf 2002

In connection with the Annual Report of YY Inc. éthCompany") on Form 20-F for the year ended Deaarlh, 2014 as filed with the
Securities and Exchange Commission on the dateh@he "Report"), I, Eric He, Chief Financial Qfér of the Company, certify, pursuant to
18 U.S.C. Section 1350, as adopted pursuant taoBe@d6 of the Sarbanes-Oxley Act of 2002, thahioknowledge:

(1) The Report fully complies with the requirementsSefction 13(a) or 15(d) of the Securities Exchangeoh 1934; anc

(2) The information contained in the Report faphgsents, in all material respects, the finana@aldition and results of operations of the
Company.

Date:  April 21, 2015

By: /s/ Eric He
Name: Eric He
Title: Chief Financial Office




April 21, 2015

The Directors

YY Inc.

Building 3-08, Yangcheng Creative Industry Zone
No. 309 Huangpu Avenue Midd

Tianhe District

Guangzhou 510655

The People's Republic of China

Dear Sirs,

Re: YY Inc.(the"Company")

Exhibit 15.1

Matter No.: 82081.
Doc Ref: pl/al/101757244v

+852 2842 955:
Paul.lim@conyersdill.cor

We refer to the annual report of the Company ferfiscal year ended 31 December, 2014 on Forri 8l&d pursuant to Section 13 or 15
of the U.S. Securities Exchange Act of 1934 onbmua April 21, 2015 (the Form 20-F").

We consent to the filing of this letter as an ekhib the annual report of the Company on FormR2@4th the U.S. Securities Exchai
Commission and to the inclusion therein of the nexiee to our name on page 79 of the annual repal¢ruthe heading TaxationGaymail

Islands in the form and context in which they appea

In giving such consent, we do not hereby admit Wegre experts within the meaning of Section 1thefU.S. Securities Act, 1933 or that we
are in the category of persons whose consent isregstjunder Section 7 of the Securities Act, 198818 Rules and Regulations of the U.S.

Securities Exchange Commission promulgated theresund

Yours faithfully,

/sl Conyers Dill & Pearma

Conyers Dill & Pearman




Exhibit 15.2
Z &R e F T A
FANGDA PARTNERS

[][) Shanghai! [J[] BeijingL! [1[] Shenzhen [J[1 Hong Kong
http://www.fangdalaw.com

0ooouog 1266 O oooo E-mail: email@fangdalaw.cor
0000 10 3210 OO0 Tel.: 86-21-220¢-1166
OO00 0200040 OO0 Fax: 86-21-529¢-5599

00 Ref.: 15GC0044

32/F, Plaza 66 Tower
1266 Nan Jing West Ro:
Shanghai 200040, PR

To:

YY Inc.

Building 3-08, Yangcheng Creative Industry Zone
No. 309 Huangpu Avenue Midd

Tianhe District

Guangzhou 510655

The People's Republic of China

April 21, 2015

Re: 2014 Annual Report on Form 2€F of YY Inc.

Dear Sirs,

We consent to the reference to our firm under #edings "ltem 3. Key Information—D. Risk Factordtem 4. Information on the
Company—B. Business Overview—PRC Regulation," dtehi 5. Operating and Financial Review and Progpeét. Operating Results—
Critical Accounting Policies" in YY Inc.'s AnnualdRort on Form 20-F for the year ended Decembe?@14, which will be filed with the
Securities and Exchange Commission (t8E'C "), and further consent to the incorporation byerefce of the summaries of our opinions
under these captions into the Company's registratiaement on Form S-8 (No. 333-187074) that \led 6n March 6, 2013. We also consent
to the filing with the SEC of this consent lettsram exhibit to the Annual Report on Form 20-Ftfar year ended December 31, 2014.

Yours sincerely

/s/ Fangda Partne
Fangda Partne




Exhibit 15.3
CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

We hereby consent to the incorporation by referémt¢lee Registration Statement on Form S-8 (No-B38074) of YY Inc. of our report datt

April 21, 2015, relating to the consolidated finemhstatements and the effectiveness of internatrobover financial reporting, which appears
in this Form 20-F.

/sl PricewaterhouseCoopers Zhong Tian |
PricewaterhouseCoopers Zhong Tian L
Shanghai, the People's Republic of Ct
April 21, 2015




