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Vision & Growth
1 Strategies




G

Our Continuous Growth Model : iDreamSky Flywheel IDREaAMsIKY

Our Missions: To be the most popular game company

Quality Mass user base and
Contents high quality contents

Content
sourcing / Enlarged Quality
development user base contents
ADReamsIKY ®
L —d
Flywheel Attract users in a

cost-efficient manner

User 5%
engagement

Mass user base
131 million MAU

It is our belief that, only by offering high quality content can we attract massive user base in a cost-efficient manner;
only by improving service system and enhancing user experience can we continue to grow our user engagement;
only by strengthening data-driven operations can we achieve greater monetization.

With all of the above, we are then able to cooperate with top-tier game developers and enhance our in-house game
development capability, ultimately securing more quality content and positioning ourselves for sustained growth.




Our growth is Achieved Through Self-developed Core Busmesses

and External Collaboration / "ﬁlﬂ@ﬁﬁ@@*ﬂ

Self-developed core businesses External collaboration accelerating Flywheel

IB 3 K
m  Game publishing and operation dremmaames F "ﬂ Lﬂgm%
m Games development
m Advertising service r, 2T e il Yadakell ©)MAil. U

m [P incubation and operation

m PG -
. : f'ﬂl
Online user service m  WeChat Official Account .
® In-game communities

m Offline experiential stores for
digital entertainment SONY
Offline user service = eSports contest hosting

m Themed private rooms ESHASR \/
m Game related merchandise v:.aa.com KpLsiL




oReamMSi<Y

2 FY2019 Results




2019 Results Highlights / ADREaMSIKY

In 2019, the Group achieved 18.1% yoy growth in revenue. Game revenue and information service

revenue were the key drivers for the overall revenue growth.

Profit for the year surged by 34.6% yoy while adjusted profit for the year significantly increased by 24.7%.

The average MAUs increased from 129.2 million in 2018 to 131.3 million in 2019. The commercialization
of games mainly comes from the sales of in-game tools and advertising and subscription fee. In-game
tools monthly paid users (MPU) decreased from 6.7 million in 2018 to 5.7 million in 2019, and the

monthly ARPPU increased from RMB24.5 in 2018 to RMB31.9 in 2019.

Our information service revenue is mainly derived from advertising. Revenue from information services
recorded RMB270.0 million for the year ended December 31, 2018 and increased to RMB332.1 million

for the year ended December 31, 20109.
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2019 Key Financials / “DReamsKY

For the year ended 31 December, 2019

(RMB million)

Revenue Gross Profit Net Profit
2,793

1t 553
2365 g - 1,226 Y "B '
, 1 “
+18.0% |

1,039

2,088 2,446 360

268

FY2018 FY2019 FY2018 FY2019 FY2018 FY2019

B Game ® Information service ®m Others M Net profit Adjustments "1 Adjusted net profit



: : /

2019 Core Operating Indicators / ADREaMSIKY
Average MAU Average MPU ARPPU
(RMB million) (RMB million) (RMB million)

131.3

For the year ended 31 December, 2019
% The average MAUSs increased to 131.3 million in 2019 driven by the increasing popularity of our mobile games

% The MPU decreased to 5.7 million, mainly because of the replacement of some IAP payments with incentive ads
in casual games, which caused the drop of IAP payers. At the same time, advertising revenue has increased
significantly compared with last year.

% ARPPU increased to RMB31.9 in 2019 driven by the launch of medium to hard-core high-quality games which
have higher ARPPU.
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2019 Key Expenses Analysis // ADREaMSIKY

Analysis on SG&A as a Percentage of Revenue

Selling & Marketing Expenses General & Administrative Expenses Research & Development Expenses
3034
2324 2847

191.1
2503

991

FY2018 FY2019 FY2018 FY2019 FY2018 FY2019

For the year ended 31 December, 2019

As a percentage of revenue:

7 Selling and marketing expenses decreased 10.5% - primarily due to a decrease in promotion and advertising expenses as
we made our advertisement more accurately and intelligently.

7 General and administrative expenses decreased to 9.0% - primarily resulting from our increasing management efficiency

and reduced listing expense.

7z Research and development expenses increased to 6.8% - primarily due to our increased in-house game development
expenses as we launched several game development projects
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Table of Historical Financial Data

oReamMSi<Y

RME’000 For the year ended 31 December, 2019
2016FY 2017FY 2018FY 2019FY
Revenues 1,480,792 1,763,548 2,364,641 2,792,970
Gross Profit 544,131 709,428 1,038,823 1,225,738
Profit before income tax 16,801 173,692 297,047 390,585
Profit of the year 5,121 151,904 267,833 360,397
Adjusted profit for the year 176,038 238,347 443,640 553,211

11
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Global Gaming Market in 2019 / “DReamsiKy

% In 2019, the global gaming market is expected to reach US$148.8 billion. The steadily
growing mobile gaming market sector occupied the largest proportion by far, with market
revenue of US$68.16 billion, up by 9.7% year-on-year. With the rollout of 5G technology and
the rising popularity of smartphones, the mobile gaming market still has greater room for
development globally in the future

% The US mobile gaming market surged by 24.8% yoy to US$16.1 billion, surpassing that of
Japan. The US has become the fastest growing market with the highest income, only behind

China.

7 Apart from the US market, among the top 10 mobile gaming markets, five were in Asia. The
US and Asia remained as the key drivers for the growth of global mobile gaming income.

*MIEFRIR : Newzoo 13
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China’s Gaming Market in 2019

In 2019, China’s gaming market achieved an actual
game sales of RMB233.02 billion, up 8.7% yoy.

Actual mobile game sales in China exceeded
RMB151.37 billion, up 13.0% yoy, sustaining
strong growth momentum.

An important indicator of China’s maturing mobile
gaming market is users’ rising standards for
selecting high quality innovative product. The
related ongoing demand will be an important driver
for the future development of the mobile gaming
market.

Sales of China’'s games in overseas markets
reached US$11.19 billion in 2019, a strong growth
of 16.7%

14



7% Cross Gate (mobile version) (B JE B (F#hAR)) is the
Group’s first self-developed turn-based MMORPG game,

co-publishing with Tencent Premium Platform.

% Launched a customized version and published it in Hong

Kong and Taiwan

% Launched the anniversary version, recalling a large

number of old players

2 Ow
EEnIZEET

52 Laliga

Trad

i EnRT =205

FIFProlIfE g W KK 8 B WXF K

7 FIFPro World Players’ Union (ZER®EZ&IX) is the first

sports card RPG with Tencent.

% Ranked 1st in domestic football virtual operation mobile

games

% Unique in-game micro-operation, massive football star

copyright

% Offers wonderful experience to players as the classic

football team manager
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Gardenscapes (B4J1EE) * Homescapes (B 41XE) — / 7
Well-known Matching Puzzle Game 4 DREaAMSH=
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7 MAU exceeds 26 million % MAU exceeds 8 million - Homescapes (¥ 4% =) was well received by the
market with its high product differentiation, exquisite decoration experience and

% Gardenscapes ( & %] 1t ) was well high-quality thoughtful service.
received by the market, ranked 1%t in its cash
out capability among the matching puzzle
games since its debit and garnered

numerous awards

% In 2019, we invited players to the dream
carnival and opened up a new era of

domestic “light sports” mode. Gardenscapes

(B4]{EE) offline carnival event has more
than 20 million times exposure, and a total of
more than 700,000 players patrticipated in the

online competition.
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National-wide Level Game Remains Popular
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hardcore games

7 Ranked 4th in terms of the number of pre-approvals secured

Game
Homescapes (4% =)
DreamWorks Most Wanted (2 T AKEk)

Agent A (for PC) {8353 ( BEF % )

Agent A (for mobile) (h3EEM ( #35 )

Di Xia Cheng Wang Zhe (i 15, £3&)
Bring You Home (% #R[E%)
Hidden Folks (Fa &I AR 1X)

FRAMED collection (B ftEZR & &
FIFPro World Players’ Union (£ R % EEK)
HAWK (¢35 47)

Wu Dong Xi You (E 178 35)

Long Tu Ba Ye (RE &)
Endless Winter (EREX)
Summation (GKF0i%FE)
All-Rounder Meguru (28531 +)

Shui Guo Bian Bian Xiao (7K R 554)

Archer Adventure S55F ASK

Rakshasa Street: Warrior Body (fE52% : E1H4K)

Mob Psycho 100 (% A #88E100)
The Doomsday (& 1 175h)
Gardenscapes ({5 EE#EH)
Forest Surfers (#Rch & i)
Art of War 3 (2 IK4T5h)

List of Pre-approved Games Obtained in 2019

Declaration Type

Overseas
Overseas
Overseas
Overseas
Overseas
Overseas

Overseas

Overseas
Local

Local

Local
Local
Local
Local
Local
Local
Local
Local
Local
Local
Local
Local
Overseas

i

4

7 Throughout 2019, obtained pre-approvals for 23 games (9 from overseas and 14 from local), which cover a variety of high quality casual and mid-and

Date of Approval
13 May 2019
19 July 2019
29 March 2019
6 June 2019
8 August 2019
20 September 2019

25 October 2019

25 November 2019
13 January 2019
29 March 2019

9 April 2019
29 March 2019
12 March 2019

28 February 2019
28 February 2019
11 February 2019
5 September 2019
9 December 2019
22 January 2019
22 January 2019
2 October 2020
25 February 2020
12 March 2020

' ADReamsi<Y
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Information Service: To Provide Precise, Highly Efficient and
Intelligent Advertising Placement Service

G

“DREamMsIKY

IDreamSky Intelligent Advertising Placement Platform
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Focus on High Quality Gaming Contents in 2020, / ADREaMSIKY

1) Matching Puzzle Games - Category Penetration
2) Casual Games — Gain Market Share
3) Mid-and Hardcore Games — High Quality Game Products

Matching puzzle games is one of our longest-standing competitive
categories, where we have solid advantages in terms of market size and

user base and have achieved pleasing results. Based on years of
experience in this genre operations, we will continue to gain greater
market share by combining self-development capabilities and acting as
global high-quality content agencies.

tremendous opportunity and an exciting challenge for us. We will further
increase the online duration of users, extend the commercial lives and
further explore the monetization potential of casual games. We will also
promote the cooperation between game content providers, distributors
and advertising platforms by leveraging our existing large user base.

@ The rapid development of casual competition games presents both a

In 2020, we will invest in a variety of high quality games, including
Rakshasa Street: Warrior Body ($8581i1 : EL#H4E), Glory All-Star ((RIZZ=HRE)
(tentative name), etc. and strengthen cooperation with global PC and
console game developers to introduce global AAA games to the mobile
game market and promote the integration of global research and
development capabilities.



Games Genre Source Expected Launch Date

DreamWorks Most Wanted
(BTimhKER)
Rakshasa Street: Warrior Body
(HEERAT : ErR4K)

Art of War 3 (£3Kk175h) Real-time strategy game Self-developed 3Q 2020
Bee: The Angels Arrive

Endless running game Self-developed 1Q 2020

ACG card game Self-developed 2Q 2020

(G - EMF ) ACG ARPG game Licensed 30Q 2020
Daisy Be(;grg?;w%)Boundary Turn-based game Self-developed 3Q 2020
Glory (R12) ACG ARPG game Self-developed 4Q 2020
Zhang Cao Yan Tuan Zi Matching Puzzle Game Matching puzzle + 3
(KEEEFHR) virtual operation game Self-developed 4Q 2020

Choose yr &
Deaciar
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“HOWIED TRAIN
YOUR DRAGON"
-2020-

Product name : DreamWorks Most Wanted (ZTiHAXER)
Developer : iDreamSky

Positioning : The Company's strategic product for the year
Type : Horizontal endless running + survival competition

Planned launch date: 1Q 2020

Genuine IP licensed from DreamWorks Animation

First self-developed horizontal endless running mobile game, transforming into integrated
game developer and operator, continue to penetrate the causal game market

Recommended by App Store on its homepage - “Today column + new game
recommendation banner”. Ranked third as the best new game

[Most Eagerly Anticipated Game] of Black Stone Award and selected in the “[Hardcore
Superstar Candidate Product List] "(###Z B8R 217 & E MR B E)

23
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Gardenscapes (¥4J1EEl) -2020 Highlights / ADREaMSIKY

EE AL

Forbidden City

Culture development Co., Ltd.

The "Forbidden City" IP is deeply customized, combining traditional Chinese culture and games to
build the "Royal Garden" in the hearts of Chinese people, creating a joyful and educational game

experience.
25



(¥ Increase Promote

ARPPU

[J
Wpurchase rate

In-depth

Operation

Advertising cash out
Subscription
membership services

Unique
Channel

capabilities

. Continuous Tencent Third Party
Monetization Self Channel Channel
development € App store
S((‘,) (;‘ (;ge Rrms o Y yapp Super APP
; User @ wmoboiam mz(;rlf)(astisng @ Social platform
Operational : Wechat . .
PR . behavior o mm ee@ffline channel 8 Online application
optimization analysis QQ stores

Long-term marketing and channel capabilities, data-driven in-depth
operation, and multiple monetization methods help to drive sustainable
growth and commercialization
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Offline — Indoor immersive experience

(O i 17575

Background: Nearly 50% of post-00s and
post-90s, join offline entertainment at
least once a week and their spending is
significantly higher than the post-80s and
post-70s. “Experience and social
networking” are two basic elements that
can help to deeply explore offline pan-
entertainment opportunities of youngsters

We are building a new offline user service
model to further acquire users and
increase user engagement:

1. Data profiling

2. Digital Content Integration and
Management

3. User self-management

Tencent exclusive license

Multifunctional
Private Room

/ DREeaMSIKY

Esports Gaming
and Social Area

Strengthen Cooperation
with Leading
Console brand

27



Improve User Experience by
mploying Cutting-Edge Technology

foReamsSIKY

7 Continuous to develop high quality
content, including digital entertainment
products such as games

7 Al based game level and mock test will Quality
contents

be automatically generated

N

7 Ads SaaS system, through bi
Content y E

data analysis and Al

acquisition / A vast user technology, human experience-
devel pment base based decision making can be
P transformed into machine-
IDREaAMSsHY recommended decision making
Flywheel
7 Based on user profiling and
system learning , User
dati t ill C
help to set personalized levels Commercialization Stickiness/  z  Expand membership benefits by
push promotion content and Engagement cooperating with more partners

gift package to improve user \—/ (Jingdong, etc.)
LTV

@ i Build “microservice + Al big data” infrastructure
leveraging Tencent Cloud services

28
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Consolidated statement of comprehensive income / DREeaMSIKY

(Unit: RMB’000 )

2019FY 2018FY YOY (%)
Revenues 2,792,970 2,364,641 18.1%
Cost of revenues (1,567,232) (1,325,818) 18.2%
Gross profit 1,225,738 1,038,823 18.0%
Selling and marketing expenses (293,343) (303,373) -3.3%
General and administrative expenses (250,275) (284,655) -12.1%
Research and development expenses (191,077) (99,102) 92.8%
Net impairment losses on financial assets and contract assets (70,016) (30,189) 131.9%
Other income 28,337 15,249 85.8%
Other losses — net (95,802) 3,244 -3053.2%
Fair value losses on financial assets at fair value through profit or loss 74,672 (10,631) -802.4%
Operating profit 428,234 329,366 30.0%
Finance income 11,239 16,358 -31.3%
Finance costs (46,889) (51,023) -8.1%
Finance cost, net (35,650) (34,665) 2.8%
Share of net (loss)/profit of investments accounted for using the equity method (1,999) 2,346 -185.2%
Profit before income tax 390,585 297,047 31.5%
Income tax expense (30,188) (29,214) 3.3%

Profit for the year 360,397 267,833 34.6%




Non-IFRS Financial Measure

(Unit: RMB’000 )

oReamMSi<Y

2019FY 2018FY YOY (%)
Reconciliation of profit for the year to adjusted profit for the year
Profit for the year 360,397 267,833 34.6%
Add: Fair value (gains)/losses on financial assets at fair value through profit or loss (74,672) 10,631 -802.4%
Add: Share-based compensation expenses 100,301 85,910 16.8%
Add: Listing expenses - 79,266 0.0%
Add: Impairment losses on contract assets 39,765 - NA
Add: Impairment provision of goodwill resulting from a business combination 422,331 - NA
Less: Ga_in fr_om the reversal of the unpaid consideration payables from a business (294,911) ) NA

combination

Adjusted profit for the year 553,211 443,640 24.7%

31



Non-IFRS Financial Measure (continued) | foReamsi<y

(Unit: RMB’000 )

2019FY 2018FY YOY (%)
Reconciliation of profit for the year to EBITDA and adjusted EBITDA
Profit for the year 360,397 267,833 34.6%
Add: Depreciation of property and equipment, investment property and right-of-use 33,370 7,693 333.8%

assets

Add: Amortization of intangible assets 117,438 86,143 36.3%
Add: Income tax expense 30,188 29,214 3.3%
Add: Interest expense 46,889 51,023 -8.1%
EBITDA 588,282 441,906 33.1%
Add: Fair value (gains)/losses on financial assets at fair value through profit or loss (74,672) 10,631 -802.4%
Add: Share-based compensation expenses 100,301 85,910 16.8%
Add: Listing expenses - 79,266 -100.0%
Add: Impairment losses on contract assets 39,765 - NA
Add: Impairment provision of goodwill resulting from a business combination 422,331 - NA
Less: Gain from the reversal of the unpaid consideration payables from a business (294,911) ) NA

combination

Adjusted EBITDA 781,096 617,713 26.4%
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Expenses by Nature

(Unit: RMB’000 )

2019FY 2018FY YOY (%)
Channel costs 1,006,632 975,182 3.2%
Employee benefits expenses 337,569 236,142 43.0%
Promotion and advertising expenses 279,913 297,883 -6.0%
Revenue share to content providers 276,652 215,188 28.6%
Amortization of intangible assets 117,438 86,143 36.3%
Impairment provisions for intangible assets 20,117 14,072 43.0%
Outsourcing expenses for technical services 41,405 13,937 197.1%
Travelling and entertainment expenses 22,019 17,496 25.9%
Professional service fees 10,473 88,522 -88.2%
Cloud computing, bandwidth and server custody fees 20,805 26,416 -21.2%
Rental expenses 3,595 18,146 -80.2%
Impairment provisions for financial assets and contract assets 70,016 30,189 131.9%
Impairment provisions for prepayments 105,176 7,967 1220.1%
Depreciation of property, plant and equipment 9,295 7,693 20.8%
Depreciation of right-of-use assets 23,430 - NA
Depreciation of investment property 645 - NA
Auditor’s remuneration 6,951 3,200 117.2%
Other tax expenses 3,424 2,728 25.5%
Others 16,388 2,233 633.9%
Total cost of revenue, selling and marketing expenses, administrative
expenses, research and development expenses and net 2,371,943 2,043,137 16.1%

impairment losses on financial assets and contract assets




(Unit: RMB’000 )

Condensed cash flow statement and balance sh_eet

o

/ DREeaMSIKY

Condensed consolidated cash flow statement 2019FY 2018FY YOY (%)
Net cash inflow from operating activities 350,796 206,400 70.0%
Net cash outflow from investing activities (1,148,532) (1,171,478) -2.0%
Net cash inflow from financing activities 197,855 1,473,846 -86.6%
Net decrease in cash and cash equivalents (599,851) 508,768 -217.9%
Condensed consolidated balance sheet Dec 31, 2019 Dec 31, 2018 YOY (%)
Current assets 3,101,039 3,267,212 -5.1%
Non-current assets 2,985,723 2,350,859 27.0%
Total assets 6,086,762 5,618,071 8.3%
Current liabilities 1,858,045 2,304,731 -19.4%
Non-current liabilities 283,124 135,234 109.4%
Total liabilities 2,141,169 2,439,965 -12.2%
Total equity 3,945,593 3,178,106 24.1%
Total equity and liabilities 6,086,762 5,618,071 8.3%
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Key Financial Ratios and Key Operational Metrics ADREaMSIKY

Key Financial Ratios 2018FY 2019FY
GP Ratio 43.9% 43.9%
Adjusted net profit rate 18.8% 19.8%
Adjusted EBITDA Rate 26.1% 28.0%
Adjusted return on total equity 14.0% 14.0%
Adjusted return on total Assets 7.9% 9.1%
Gearing ratio 43.4% 35.2%
Current ratio 1.42 1.67
Key Operational Metrics 2018FY 2019FY
Average MAUs(millions) 129.2 131.3
Average MPUs(millions) 6.70 5.7
Average ARPPU(RMB) 28.4 31.9

* Our key operational metrics included data from all games published and operated by us. During the year ended December 31, 2019, Cross Gate (Mobile version) ( &7 £ ( F#uik )) and FIFPro World Players’
Union (4 K& % 2 3k ) were the only two games not published or operated by us, which were published and operated by Tencent.
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