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DEFINITIONS
B

In this interim report, unless the context otherwise requires, the following
expressions shall have the following meanings.

“Audit Committee”

[EZZEE

“Board”

%)

“BVI”
[RBRAES]

“China” or “PRC”

[FE )

“Company”, “Digital Hollywood”,

n oo n o«

“Group”, “we”, “our” or “us”

>
|
&3

i

CEB) ] [HE] x5

“Director(s)”

[E%]

“HK$” or “Hong Kong dollars’
[Tl

“Hong Kong”
(&%

EARHHREN  BXESEREIN  TIFARE
BATEE

the audit committee of the Board

EEeBETERZERS

our board of Directors

RRREEG

British Virgin Islands
RERLHES

the “Corporate Governance Code” as contained in Appendix 14 to the Listing
Rules

LR RIS+ AR [ EER<FA

the People’s Republic of China, which for the purpose of this interim report and for
geographical reference only, excludes Hong Kong, Macau and Taiwan
REARLRE - ERAF RS RIBIRATE - TREEE RFIRAE

Digital Hollywood Interactive Limited (i & & &) & @ & R X 7))*, a company
incorporated under the laws of Cayman Islands with limited liability on November
24, 2014 and except where the context indicated otherwise (1) our subsidiaries
and (2) with respect to the period before our Company became the holding
company of our present subsidiaries, the business operated by our present
subsidiaries or (as the case may be) their predecessors

Digital Hollywood Interactive Limited (#3EBEEBFRAF) ¥ —KHR T —MNEF
TR THEREREHEEZFIMKINBRAAT - URKRXESEREN - (1)
BMOMERTRRBUARFKAREEMBERRNIERAFTAMNPEMNS - BRA
ME AR (RIEAME) B S R RIAEENER

the director(s) of our Company or any one of them

ARAREELENEFN—BES

Hong Kong dollars and cents, both are the lawful currency of Hong Kong

BFEREERRE BT RE

the Hong Kong Special Administrative Region of the PRC
PEREBF TR
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DEFINITIONS (Continued)

B= (&)

“Hong Kong Branch Share Registrar”

[EEBRMNBF &L ]

“IFRS”
[ B % B 75 s o 22 )

“PO”

[ERDFEE]

“Listing Date”

[EmEE

“Listing Rules”

[ e el

“Model Code”

2=l

“Nomination Committee”

[REZE®

“Post-IPO Share Option Scheme”
[ERAFEERBREE

“Prospectus”

[ Rl =Rz ]

“Remuneration Committee”

[FEE 2]

“Reporting Period”
[$EHR ]

“‘RMB”
AR ]

Tricor Investor Services Limited
BEBARELBRAA

International Financial Reporting Standards

BB 5 3R 22 A

the initial public offering of the Company, having become unconditional in all
aspects on December 15, 2017
ERFEEAEEEER  ARFAR_Z—tF+ A THRETHNERRME

i

December 15, 2017, on which the Shares were listed and from which dealings
therein were permitted to take place on the Stock Exchange
TR+ F+-A+HE - BB LT R BRI A P ETTE =Y A

the Rules Governing the Listing of Securities on The Stock Exchange of Hong
Kong Limited (as amended from time to time)
ERBMARHMBERRARZES EHHRE (EPRER)

the “Model Code for Securities Transactions by Directors of Listed Issuers” set out
in Appendix 10 to the Listing Rules

ETRRBIMETAE [ ETETAESTETESFR SN ERETE

the nomination committee of the Board

BExaRETREZES

the share option scheme conditionally adopted by the Company on May 27, 2017
RRFARZZE—+FHA =Tt BB RERNBRET S

the prospectus of the Company dated December 5, 2017
AARABHA—ZT—+F+-AORNBRER

the remuneration committee of the Board
EEgB [ HFNEEE

six months ended June 30, 2018
HE-—ZT-—N\FXRXA=1THILA~HEA

Renminbi, the lawful currency of the PRC
FEEEEB AR

BREPEEFRAR ZT—/\FHR @



DEFINITIONS (Continued)

B= (|)

“SFO”
B M E RS ]

“Share(s)”
A3 ]

“Shareholder(s)”
[R5 ]

“Stock Exchange”
[ B¢ 22 P |

“U.S. dollars” or “US$”
[%t]

wop
[%]

*

For the identification purposes only

the Securities and Futures Ordinance (Chapter 571 of the Laws of Hong Kong), as
amended, supplemented or otherwise modified from time to time
BARAERT] ~ WS A B A T ez B H RGP (BB EMIFE7T15)

ordinary share(s) of US$0.001 each in the share capital of the Company
RARNAH FRE(E0.001E T HY E AR

holder(s) of Shares
LSUESTEUN

The Stock Exchange of Hong Kong Limited
BERBMERXIMAERRAT

United States dollars, the lawful currency of the United States
EEVEEEWET

per cent
ANt

* [Eqadz vl
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CORPORATE PROFILE
~EEFR

BOARD OF DIRECTORS
Executive Directors

Mr. LU Yuanfeng (Chairman and Chief Executive Officer)
Mr. HUANG Guozhan

Mr. HUANG Degiang

Non-executive Director

Mr. MENG Shugqi

Independent Non-executive Directors

Mr. Darren Raymond SHAW
Mr. LI Yi Wen
Ms. Imma LING Kit-sum

JOINT COMPANY SECRETARIES
Mr. YU Ching Ming

Ms. NG Wing Yan

AUTHORISED REPRESENTATIVES
Mr. LU Yuanfeng

Ms. NG Wing Yan

AUDIT COMMITTEE

Ms. Imma LING Kit-sum (Chairman)
Mr. Darren Raymond SHAW
Mr. LI Yi Wen

REMUNERATION COMMITTEE

Mr. LI Yi Wen (Chairman)
Mr. Darren Raymond SHAW
Mr. LU Yuanfeng

NOMINATION COMMITTEE

Mr. LU Yuanfeng (Chairman)
Mr. Darren Raymond SHAW
Mr. LI Yi Wen

E=g
HITES

MERESSE (ZEREENTE)

EEHEEE
EL L s
FHTES

mHEALLE

BYFBTES
BEALSE
TR
ERLLE
BEARAWE
SR
mEmL L
RERE
R 56
ML L

BEREES

ERLE L ()
ABAEAE SR
FRXESE

FMEES
FRXFL (ZF)

ABEALSEAE
BE IR I 52 4

REZES
BRI S ()

ARfEAE LA
FRXESE

BREPEEFRAR ZT—/\FHR @



CORPORATE PROFILE (Continued)
AREH ()

AUDITOR

PricewaterhouseCoopers
22/F, Prince’s Building
Central, Hong Kong

REGISTERED OFFICE

Cricket Square, Hutchins Drive
PO Box 2681

Grand Cayman KY1-1111
Cayman Islands

HEADQUARTERS AND PRINCIPAL PLACE OF
BUSINESS IN THE PRC

No. 368, Jiang Nan Da Dao (South)
Haizhu District,
Guangzhou, PRC

PRINCIPAL PLACE OF BUSINESS IN HONG
KONG

11/F, Tai Sang Bank Building
784 Nathan Road

Kowloon

Hong Kong

PRINCIPAL BANKERS

Hongkong and Shanghai Banking Corporation
2/F, 673 Nathan Road

Mong Kok, Kowloon

Hong Kong

BBVA Compass Bank
Plaga de Tetuan, 26
08010, Barcelona
Spain

Bank of Guangzhou
Taojin Branch

1/F-2/F, Dijing Tower
No. 33-36, Taojin Road
Yuexiu District
Guangzhou

China

@ Digital Hollywood Interactive Limited Interim Report 2018
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Cricket Square, Hutchins Drive
PO Box 2681

Grand Cayman KY1-1111
Cayman Islands
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CORPORATE PROFILE (Continued)
NAEHR (F)

COMPLIANCE ADVISER

Messis Capital Limited

Room 1606, 16th Floor, Tower 2
Admiralty Centre

18 Harcourt Road

Hong Kong

HONG KONG LEGAL ADVISER

Wilson Sonsini Goodrich & Rosati
Suite 1509, 15/F, Jardine House
1 Connaught Place, Central

Hong Kong

PRINCIPAL SHARE REGISTRAR AND
TRANSFER OFFICE

Conyers Trust Company (Cayman) Limited
Cricket Square, Hutchins Drive

PO Box 2681

Grand Cayman KY1-1111

Cayman Islands

HONG KONG BRANCH SHARE REGISTRAR

Tricor Investor Services Limited
Level 22, Hopewell Centre

183 Queen’s Road East
Wanchai

Hong Kong

STOCK CODE AND BOARD LOT

Stock code: 2022
Board lot: 4,000

WEBSITE

www.gamehollywood.com

BRE™

AEBREBRAT]
N0

ERE185
BEFD
216121606

EREERER

E R e RFUE  H 37 o B IBEMEBIEM
B

RIR SIS 15

1R K E 15181509

FEROBFERRE

Conyers Trust Company (Cayman) Limited
Cricket Square, Hutchins Drive

PO Box 2681

Grand Cayman KY1-1111

Cayman Islands

EERMBFERTE
BEBEELBRAT

BB

BT

2EREHE1835

BB L2218
BRORFEREBEFEEEN
AR - 2022

FFEEEN : 4,000

3k

www.gamehollywood.com
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FINANCIAL HIGHLIGHTS
MBRE

Revenue for the Reporting Period amounted to approximately US$14.1
million, representing an increase of 2.2% as compared with approximately
US$13.8 million for the corresponding period in 2017.

Gross profit for the Reporting Period amounted to approximately US$8.2
million, representing an increase of 6.5% as compared with approximately
US$7.7 million for the corresponding period in 2017.

Non-IFRS adjusted profit attributable to owners of the Company for the
Reporting Period amounted to approximately US$3.3 million, representing
an increase of 6.5% as compared with approximately US$3.1 million for
the corresponding period in 2017.

Profit attributable to owners of the Company for the Reporting Period
amounted to approximately US$2.2 million, representing a decrease
of 4.3% as compared with approximately US$2.3 million for the
corresponding period in 2017.

Digital Hollywood Interactive Limited Interim Report 2018

BEHANRANRI4ABEERT KT —tFA
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FINANCIAL SUMMARY
EHE

For the six months ended June 30

BEAA=+HAXEAR

2018 2017

—E-N\F —E—+F

Us$’000 uUs$’000

FEx FET

Revenue A 14,104 13,830

Gross profit EFH 8,183 7,666

Profit before income tax R FTiS Fi B &= A 3,200 3,353

Income tax expense FriSfim X 1,005 1,084

Profit for the period HREF 2,194 2,269

Profit attributable to: PUT PG R

Owners of the Company FiN/NETE 2 = DN 2,194 2,269

Non-Controlling interests e e 2 - -

Unaudited adjusted net profit RICE IR 3,313 3,123

As at As at

June 30, December 31,

2018 2017

R-B—N\F RZT—+F

AA=+H +ZA=+—H

Us$’000 US$'000

FEx FET

Total assets 1A E 65,576 63,830

Total liabilities was 12,348 13,767
Equity attributable to the owners RARHEE AR

of the company 53,228 50,063

REBEEERAR ZT—/\FH#K @



MANAGEMENT DISCUSSION AND ANALYSIS

BEERWR DT

BUSINESS REVIEW

Entering into 2018, Digital Hollywood has been continuously improving its
management, attracting talent and developing its existing creative teams.
For the business aspect, the Company adhered to the integration of
research and development, continuously improved the quality of games,
increased investment in research and development, and continued to
actively expand its business in the overseas markets.

Digital Hollywood continued to boost user activity and increase its
marketing efforts in the overseas markets by various means, resulting
in improved gross billings in various games and a rapid growth in its
business. For the web-based game product “Dragon Awaken”, apart from
the maintenance of the stable operation of its English version and the
launch of its Spanish and Portuguese versions last year, we launched
three additional language versions in French, Polish and German
during the Reporting Period. During the Reporting Period, the Company
penetrated into the Brazilian market and launched another ballistic
leisure game “Bomb You Brasil’. These two popular games have been
well received by players and large platforms around the world, and were
recommended by Facebook Gameroom and Google Play since the launch
of these games.

As a world-renowned game publisher, Digital Hollywood achieved the
results recognized by the industry both domestically and abroad during
the Reporting Period. In January 2018, Digital Hollywood won the title of
“Best Export Game Enterprise of 2017” in the Golden Tea Award. During
the Reporting Period, Digital Hollywood was invited by the Spanish
Gamelab Organization to attend its conference and give guidance on
local game development teams and their work in Barcelona.

In April 2018, Digital Hollywood launched an HTMLS game “Puzzle
and Heores”, which became one of the first products available on the
Facebook Instant Game platform since such platform opened to the
public and one of the few HTML5 games from China that launched
on such platform. “Puzzle and Heroes” has taken the lead to connect
the advertising monetization system and provide the in-app purchase
function, and technically realized the data exchange between personal
computers and mobile terminals.

Interim Report 2018

Digital Hollywood Interactive Limited

KO

BAZZE-N\F BREFHTEREERE - WA
FTMEBEERBATEE - EXB L AREREBHE
—8 - THRSEERE - MAHBRA - #ER
BB INTIH R o

PBREPEEBBTIAFN  REEREERE -
MAFINTISOERENE - ZRERBRKES -
EBrEEr - EPA - HEPEERER
{Dragon Awaken) * B API7E (R 75 H H AR AR 2 45
EREFHINTAMTE - B8 TBMRAEIN - R
EHIMLEE KHREMEEMEEERE - |
HA - REREEATS - EEX —SERE s
/& (Bomb You Brasil) o FillmZEPIHIEL - AT
R ITRFIAT T SO - MAEE A LR
1% 9 B 1S Facebook Gameroom#lGoogle Play
BB RN -

BB —RERMBMERETE  EREBREE
HOREZ I ERIINITERT  ZF— \F—
R RO RESR R T -+ FRELH G
B B - NREH - BERESHBEIR AT
GamelabfBZEMEFE HEAERES - WHEE
BENE R B R ER B RS o

RZZE—N\FWMA - HFREBHHEH THTMLEHEEL
{Puzzle and Heroes) ' i AFacebook Instant
GameTF A MARHREMEHEHANYVHERZ
— PREANDEEREZFEEHHTMLSEER 2 — ©
B Al {Puzzle and Heroes) E&XREBEABEERE
BINRG  REANEE  WERITEER TEA
BRI F MR ERI B -



MANAGEMENT DISCUSSION AND ANALYSIS (Continued)

EEENWko (8

FUTURE PROSPECTS

In the second half of 2018, Digital Hollywood will continue to move
forward following its positive development trend in the Reporting Period.

In the second half of 2018, the Company will launch several different
types of action games including the Chinese martial arts web-based game
“Legend of Junior”.

While steadily developing its domestic business, the Company will take
advantage of its edge in overseas distribution. The Company will continue
to expand its business in the game markets in Southeast Asia and North
America and increase income sources in order to enhance the Company’s
performance.

RERE

S \FTEE  ABRREEOBEEYS R
EE BRI -

TR NFTHFRRBHELERT RO
PE - Hh e R KA R R (D FRHRE) -

REERSERBANEBORR - SEEEINET
FEAEE o AN R R 3R kAL RN E
BB ER - BINRASR - RITAREE -

BREPEEFRAR ZT—/\FHR @



FINANCIAL REVIEW
5175 21 R

OVERVIEW

Non-IFRS adjusted profit attributable to owners of the Company®
for the Reporting Period amounted to approximately US$3.3 million,
representing an increase of approximately US$0.2 million as compared
with approximately US$3.1 million for the corresponding period in 2017.
Profit attributable to owners of the Company for the Reporting Period
amounted to approximately US$2.2 million, representing a decrease of
approximately US$0.1 million as compared with approximately US$2.3
million for the corresponding period in 2017.

REVENUE

During the Reporting Period, revenue of the Group amounted to
approximately US$14.1 million, representing a slight increase of
approximately US$0.3 million or 2.2% as compared with approximately
US$13.8 million for the corresponding period in 2017. The increase in
revenue was mainly due to the increase in revenue from web-based
games.

For the Reporting Period, revenue from web-based games amounted to
approximately US$5.1 million, representing an increase of approximately
US$0.7 million or 15.9% as compared with approximately US$4.4
million for the corresponding period in 2017. For the Reporting Period,
revenue from mobile games, licensing fee and other income amounted
to approximately US$9.0 million, representing a decrease of 4.3% as
compared with approximately US$9.4 million for the corresponding period
in 2017.

COST OF REVENUE AND GROSS PROFIT
MARGIN

For the Reporting Period, cost of revenue of the Group amounted to
approximately US$5.9 million, representing a decrease of approximately
US$0.3 million or 4.8% as compared with approximately US$6.2 million
for the corresponding period in 2017. The resulting gross profit margin
increased to 58% in 2018 from 55% for the corresponding period in 2017.

(1) Non-IFRS adjusted profit attributable to owners of the Company was derived
from the profit for the period, excluding listing expenses and the share-based
payments of the Company.

@ Digital Hollywood Interactive Limited Interim Report 2018

BmE

Fﬁh’ziﬁﬁ EANCIE PN R
KRBEMNOHRIIEEET  R-_T—tFRY
E’U%’USJE%%E%?]M’UO.ZE%%E NEEH
RRREBEARGERNOR22BEET B _F—
TERHBA2IEEETAL THOAEEET °

A

RIRES AEERANOR41AEET B
—EFRHNAI13.8BEET/NIBIENL0.3BFEE
TTH2.2% ° WAME R - TERHNEREEKRA
SBINFTEL -

RIER - REEBEEEORANAESIEEET -
BT+ FRENNAAEERTENN0TEE
ETH15.9% - RBEH - FREBBA  BiEs
REMBAL.0OEEET  BR-_T—tFRHNL
9.4E8ETM4.3% °

WARAEREF=E

RB|EH  REENKRANARS.9BBET K-F
—tERHND6.2AEXTRIL0IBEETH
4.8% > EFEAR - E - FRHMNE5% LFE—
T \F#)58% °

(1) NEEEA AFEAR I BIRR B 755 3R 5 A S B Om
Tﬂﬁé%@ﬁﬂm?ﬁl HEEH TREBRARRANLER
A S RIABR 9 AR BRI 13K



FINANCIAL REVIEW (Continued)
PO (&)

OTHER GAINS/(LOSSES), NET

For the Reporting Period, other gains of the Group amounted to
approximately US$0.5 million, representing an increase of approximately
US$0.9 million or 225.0% as compared with other losses amounting
to approximately US$0.4 million for the corresponding period in 2017.
Other gains for the Reporting Period were mainly other gains from the
termination of a licensing agreement.

SELLING AND MARKETING EXPENSES

For the Reporting Period, selling and marketing expenses of the Group
amounted to approximately US$2.6 million, representing an increase
of approximately US$1.1 million or 73.3% from approximately US$1.5
million for the corresponding period in 2017. The increase in selling and
marketing expenses for the Reporting Period was mainly due to more
expenditure in advertising and marketing promotion for promoting new
games and share-based payments attributable to the employee stock
option scheme.

ADMINISTRATIVE EXPENSES

For the Reporting Period, administrative expenses of the Group amounted
to approximately US$2.0 million, which was relatively consistent with
approximately US$2.0 million for the corresponding period in 2017.

RESEARCH AND DEVELOPMENT EXPENSES

For the Reporting Period, research and development expenses of the
Group amounted to approximately US$0.6 million, representing an
increase of approximately US$0.3 million or 100.0% as compared with
approximately US$0.3 million for the corresponding period in 2017. The
increase in research and development expenses for the Reporting Period
was mainly due to the increase in labor cost and other expenditure of
research and development and share-based payments attributable to the

employee stock option scheme.

PROFIT ATTRIBUTABLE TO OWNERS OF THE
COMPANY

For the Reporting Period, profit attributable to owners of the Company
amounted to approximately US$2.2 million, representing a decrease of
approximately US$0.1 million or 4.3% as compared with approximately
US$2.3 million for the corresponding period in 2017. The decrease
was mainly due to additional amortisation expenses on employee stock
ownership plan for the Reporting Period.

Hipzs (&8 F8

F#ﬁiﬁﬂ AEEMEAMK R R05HEETT » 8

-t FRMANEBRP04BEETENMN0.98
EERILH225.0% - MEHNEM KD ETERRE
RIS ETRE T R R H (b Ul as o

HEREHMAX

RWEH AEBENHEREHEAXNR26HE
X B-ZE-tFRMNIABEERTE NG
1TABEEETNTI.3% ° WS HE R HFA I
ne EFERMREENEENESESNTGHER
A K 1 B 8 AR AT B P EE A B A RR 1 AR R AN 3R
B o

TTHRAX

REBEH - AREOTRAZOA20EBET - 8
— T LERBN2. 0 BETRFEL B -

e <

N|EH - REBEMFHMASZAR6AERT B
TE L FRYNY0IEBEETEMY0IEEE
JT£100.0% ° HE A ERAMEMETEL AR
MBEABATH REMBTE LB N ESEK
REET BIFTEE A MY AR (D B ERE (S SR ER -

ZNNEIE Zo DN L2

WEH ARARHEAABLEF O AE22BEE
' ;‘T: —HERENK2.38 &= TR 4 490.1
3 o FiUB A E B R BN E THRET
#H iHHW%ﬁi“%ﬁ#}%ﬁHFﬁﬁ

-

REEEEERA

R
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FINANCIAL REVIEW (Continued)
MBEE (&)

NON-IFRS ADJUSTED PROFIT ATTRIBUTABLE
TO OWNERS OF THE COMPANY

To supplement this interim report which is presented in accordance with
the IFRS, we also use unaudited non-IFRS adjusted profit attributable to
owners of the Company as an additional financial measure to evaluate
our financial performance by eliminating the impact of items that we do
not consider indicative of the performance of our business.

For the Reporting Period, non-IFRS adjusted profit attributable to owners
of the Company amounted to approximately US$3.3 million, representing
an increase of approximately US$0.2 million or 6.5% as compared with
approximately US$3.1 million for the corresponding period in 2017. Our
non-IFRS adjusted profit attributable to owners of the Company for the
Reporting Period and the corresponding period of 2017 was calculated
according to the profit attributable to the owners of the Company for
the period, excluding share-based payments of US$1.1 million for the
Reporting Period and the listing expenses of US$0.9 million for the
corresponding period of 2017.

INCOME TAX EXPENSE

For the Reporting Period, income tax expense of the Group amounted to
approximately US$1.0 million, representing a decrease of approximately
US$0.1 million or 9.1% as compared with approximately US$1.1 million
for the corresponding period in 2017.

LIQUIDITY AND SOURCE OF FUNDING AND
BORROWING

As at June 30, 2018, the Group’s total bank balances and cash
amounted to approximately US$37.7 million, representing a decrease of
approximately 14.3% as compared with approximately US$44.0 million
as at December 31, 2017. The decrease in total bank balances and cash
during the Reporting Period was primarily resulted from the prepayment
of US$3.5 million for investment in Nouveau Capital Partners Corp., the
increase in the expenditure on office building renovation and the payment
of listing expenses.

Interim Report 2018

Digital Hollywood Interactive Limited

NN B A A AL IF B R B 75 3R
& 2E Bl AR SR O A

REFIL O RIBER M R EER ([ERMBRE
R 2P EEE - RAITMERARBEAR A
JE(E R B EZIFER M B RS ER G AR BIES
BN TSET 8 - BIDEBRRMRB R BRI ER
RAVEBRTERNER 28 - AFERMNE

RIWEH - ARRHEAE ARG IR
KRAEENORIIEEETL B _T—LFRHAW
ABABEEETIEING0.28 EET6.5% ° HFIR
BEME T FRMNARFES AEMAIFER
RS EAEREENDRIEMANARRES
ANEBEMFESEH - M AERREPHOAKRN A
ERNFAOMNABEETLN _ - FRHN LTHH
X#0.9BEET ¢

B 1R 45 2 8

FrEBiR

ﬁﬁﬁﬁiiﬁﬁ AEBRSHAXOROBEETL B
E-tFRMNMIIBBETRIN0IBEE
7£89.1% °

REE SR BE M ERKRIR

REBEZEZZ—N\FARA=1THL  AEEMNRITE
ﬁ%&ﬁ%%ﬁ%ﬁi%@ﬁfﬂ.?ﬁ%%n S
TAZ+—E®P44.08 B ETTH L H14.3% © R
EHRNRITEBRERSLERLD T EHERENMY
Nouveau Capital Partners Corp. & M3.5A 8%
JC SEIMRABEETE RN ETWERME -



FINANCIAL REVIEW (Continued)
PO (&)

As at June 30, 2018, current assets of the Group amounted to
approximately US$56.2 million, including bank balances and cash of
approximately US$37.7 million and other current assets of approximately
US$18.5 million. Current liabilities of the Group amounted to
approximately US$12.2 million, including trade payables and contract
liabilities of approximately US$7.7 million and other current liabilities
of approximately US$4.5 million. As at June 30, 2018, the current ratio
(the current assets to current liabilities ratio) of the Group was 4.6, as
compared with 4.5 as at December 31, 2017.

Gearing ratio is calculated on the basis of total borrowings (net of cash
and cash equivalents) over the Group’s total equity. The Group does not
have any bank borrowings and other debt financing obligations as at June
30, 2018 and the resulting gearing ratio is nil (December 31, 2017: nil).
The Group intends to finance the expansion, investments and business
operations with internal resources.

MATERIAL INVESTMENTS

The Group did not have any new material investment during the Reporting
Period, except for the prepayment for the shares to be issued by Nouveau
Capital Partners Corp. to the Company at a total consideration of US$3.5
million in April 2018. Please refer to the announcement of the Company
dated April 22, 2018 for more details.

MATERIAL ACQUISITIONS

The Group did not have any material acquisitions for the Reporting
Period.

MATERIAL DISPOSALS

The Group did not have any material disposals of subsidiaries or
associated companies for the Reporting Period.

PLEDGE OF ASSETS

As at June 30, 2018, none of the Group’s assets was pledged
(corresponding period in 2017: nil).
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CONTINGENT LIABILITIES

The Group had no material contingent liabilities as at June 30, 2018
(corresponding period in 2017: nil).

FOREIGN EXCHANGE EXPOSURE

As at June 30, 2018, the Group mainly operated in the global market
and majority of its transactions were settled in U.S. dollars, being the
functional currencies of the group entities to which the transactions relate.
We currently do not hedge transactions undertaken in foreign currencies
but manage our exposure through constant monitoring to limit as much
as possible the amount of our foreign currencies exposures. Foreign
exchange risk arises when future commercial transactions and recognized
assets and liabilities are denominated in a currency that is not the entity’s
functional currency. We have certain investments in foreign operations,
whose net assets are exposed to foreign currency translation risk.
Currency exposure arising from the net assets of our foreign operations
is not significant. As at June 30, 2018, the Group did not have significant
foreign currency exposure from its operations.
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SUPPLEMENTARY INFORMATION
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USE OF PROCEEDS FROM THE IPO

The net proceeds raised by the Company from the IPO are approximately
HK$276.7 million (after deduction of the underwriting commissions in
respect of the offering and other estimated expenses). As at the date
of this report, the net proceeds from the IPO had not yet been utilised
and all of the net proceeds has been deposited into short-term demand
deposits in a bank account maintained by the Group. In the second half of
2018, the Company will start utilising the net proceeds from the IPO and
for the purpose consistent with those set out in the section headed “Future
Plans and Use of Proceeds” in the Prospectus.

HUMAN RESOURCES

As at June 30, 2018, the Group had 163 employees (June 30, 2017: 145),
47 of which were responsible for game development and maintenance,
67 for game operation and offline events organization, 49 for general
administration and corporate management. The total remuneration
expenses, excluding share-based compensation expense, for the
Reporting Period were approximately US$1.6 million, representing an
increase of 14.2% as compared to the corresponding period in 2017.
The Group enters into employment contracts with its employees to cover
matters such as position, term of employment, wage, employee benefits
and liabilities for breaches and grounds for termination.

Remuneration of the Group’s employees includes basic salaries,
allowances, bonus, share options and other employee benefits, and
is determined with reference to their experience, qualifications and
general market conditions. The emolument policy for the employees of
the Group is set up by the Board on the basis of their merit, qualification
and competence. The Group provides its employees with regular training
in order to improve their skills and knowledge. The training courses
range from further educational studies to skill training to professional
development courses for management personnel.

INTERIM DIVIDEND

The Board has resolved not to declare any interim dividend for the
Reporting Period.
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CORPORATE GOVERNANCE PRACTICES

The Company recognizes the importance of good corporate governance
for enhancing the management of the Company as well as preserving the
interests of its Shareholders as a whole. The Company has adopted the
code provisions as set out in the CG Code as its own code to govern its
corporate governance practices.

In the opinion of the Directors, the Company has complied with the
relevant code provisions contained in the CG Code during the Reporting
Period, save for deviation from code provision A.2.1 of the CG Code.

Pursuant to code provision A.2.1 of the CG Code, the responsibility
between the chairman and chief executive officer should be segregated
and should not be performed by the same individual. However, the
Company does not have a separate chairman and chief executive officer
and Mr. LU Yuanfeng currently performs these two roles. The Board
considers that vesting the roles of chairman and chief executive officer
in the same person is beneficial to the management of the Group. The
balance of power and authority is ensured by the operation of the senior
management and the Board, which comprises experienced individuals.
The Board currently comprises three executive Directors (including Mr.
LU), one non-executive Director and three independent non-executive
Directors and therefore has a fairly strong independence element in its
composition.

The Board will continue to review and monitor the practices of the
Company with an aim of maintaining a high standard of corporate
governance.

MODEL CODE FOR SECURITIES TRANSACTIONS

The Company has adopted the Model Code as its own code of conduct
regarding dealings in the securities of the Company by the Directors and
the Group’s senior management and employees who, because of his/her
office or employment, are likely to possess inside information in relation
to the Company or its securities.

Upon specific enquiry, all Directors confirmed that they have complied
with the Model Code during the Reporting Period. In addition, the
Company is not aware of any non-compliance of the Model Code by the
senior management or employees of the Group during the Reporting
Period.
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PURCHASE, SALE OR REDEMPTION OF THE
COMPANY’S LISTED SHARES

Neither the Company nor any of its subsidiaries purchased, sold or
redeemed any of the Company’s listed securities during the Reporting
Period.

REVIEW OF FINANCIAL INFORMATION
Audit Committee

The Audit Committee, comprising Ms. Imma LING Kit-sum, Mr. Darren
Raymond SHAW and Mr. LI Yi Wen, has discussed with the management
and the external auditor, reviewed the unaudited interim condensed
consolidated financial information of the Group for the Reporting Period
and confirms that the applicable accounting principles, standards and
requirements have been compiled with, and that adequate disclosures
have been made.

In addition, the Company’s external auditor, PricewaterhouseCoopers,
has performed an independent review of the Group’s interim condensed
consolidated financial information for the Reporting Period in accordance
with International Standard on Review Engagements 2410, “Review of
Interim Financial Information Performed by the Independent Auditor of the
Entity”.

UPDATE ON DIRECTORS’ INFORMATION
PURSUANT TO RULE 13.51B(1) OF THE
LISTING RULES

There was no update on Directors’ information pursuant to Rule 13.51B(1)
of the Listing Rules.

CONTINUING DISCLOSURE OBLIGATIONS
PURSUANT TO THE LISTING RULES

Save as disclosed in this interim report, the Company does not have any
other disclosure obligations under Rules 13.20, 13.21 and 13.22 of the
Listing Rules.
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INTERESTS OF DIRECTORS AND CHIEF
EXECUTIVE IN SECURITIES

As at June 30, 2018, the interests or short positions of the Directors and
chief executive of the Company in the shares, underlying shares and
debentures of the Company or any associated corporation (within the
meaning of Part XV of the SFO), which (a) were required to be notified
to the Company and the Stock Exchange pursuant to Divisions 7 and 8
of Part XV of the SFO (including interests and short positions which he/
she was taken or deemed to have under such provisions of the SFO); or
(b) were required, pursuant to section 352 of the SFO, to be recorded in
the register referred to therein; or (c) were required to be notified to the
Company and the Stock Exchange pursuant to the Model Code, were as
follows:

Interest in Shares or Underlying Shares of our
Company

EERTHARNESNER

RZB-NFRNA=ZTH  ARREZRITHER
RARB RAREER (EERE %&ﬁﬁfﬂﬂﬁﬂﬁ%xv
#8) Bin - HHEE Hx@&fiﬁqﬂﬁﬁﬁ(aﬁﬁﬁ%
HEGROIEXVEFETRFESD AAME AR

LA (BRERIEE S LSRR 5 ?BZ*"“*(’FY
BREANERIAE)  (D)RBREZEFRHPE K
Bl 35216 AR A ZIGPIPTg R B M T ¢ (c)zkiR
BRETRAME AR T RE R PTH IO R I
T~

RAEQBRGHEER G B ER

Approximate
percentage of
Number of the Company’s

ordinary shares total issued

Name of Director Nature of Interest interested™ share capital
BEREREN EAR DR E BT

BExps EEME LEREY BARANPMAEIL

Mr. LU Yuanfeng® Interest in controlled corporation, interest of 989,226,387 (L) 49.46%
spouse, interest held jointly with another person

R R I& S A @) REGDEEER  BEEER  BE—-AL
HARFAHER

Mr. HUANG Guozhan® Interest in controlled corporation, 989,226,387 (L) 49.46%
interest held jointly with another person

HEEEE® Rt EER HE - AT HRABENER

Mr. HUANG Degiang Interest in controlled corporation, 989,226,387 (L) 49.46%

interest held jointly with another person

EfEmAL HEmtDEEER  BE - ATHEHENER
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Notes:

(1

()

®)

4)

The letter “L” denotes the person’s long position in the Shares.

Under the SFO, Mr. LU Yuanfeng is deemed to be interested in all Shares
held by LYF Digital Holdings Limited, a company which is wholly-owned
by him. Mr. LU is also deemed to be interested in all Shares held by (1)
Ms. LUO Simin as Ms. LUO is the spouse of Mr. LU; and (2) Mr. HUANG
Guozhan and Mr. HUANG Degiang as they are parties acting in concert.

Under the SFO, Mr. HUANG Guozhan is deemed to be interested in all
Shares held by (1) LXT Digital Holdings Limited, a company which is
wholly-owned by him; and (2) Mr. LU Yuanfeng, Ms. LUO Simin and Mr.
HUANG Degiang as they are parties acting in concert.

Under the SFO, Mr. HUANG Degiang is deemed to be interested in all
Shares held by (1) HDQ Digital Holdings Limited, a company which is
wholly-owned by him; and (2) Mr. LU Yuanfeng, Ms. LUO Simin and Mr.
HUANG Guozhan as they are parties acting in concert.

Interest in associated corporation

Capacity/nature of

e

()

(2)

3

4)

FEILIBZALTRBRRD TR -

REEFRAEGRO - BERE L AR BNULYF
Digital Holdings Limited (2 &#BMAF]) FT
FRERM P EA R o BELAE TR ABN(1)5E
BEZLT (ARELTARESENER)  RQ)E
EEEEREEREE (BREEA—BITBA
+) AN RN P EAER o

REBEEFFRAERD - FEHEEEWRBR()
LXT Digital Holdings Limited (% 2 &#H &AM A
7)) RQFERERE  BBBEHLTREERESE
(ARWER—BITBAL) IF2HROHTHES

g

W o

REBEEFFRBERD  ERAREERKRBR()
HDQ Digital Holdings Limited (2 &#EEH A
Al RQFERERE - BEBHLZTRAERELLE
(ARWER—BITBAL) IF2HROHTHES

s o

Mg EE R RS

Approximate
percentage of
Number of shareholding

Name of Director Associated Corporation interest Shares interest
B IR

EEnE HEEE B3Rty RHEE BOt

Mr. LU Yuanfeng LYF Digital Holdings Limited Beneficial owner 100 100%

BER £ 5t £ LYF Digital Holdings Limited EnEAA

Mr. HUANG Guozhan LXT Digital Holdings Limited Beneficial owner 100 100%

HEELEA LXT Digital Holdings Limited BEmEEA

Mr. HUANG Deqgiang HDQ Digital Holdings Limited Beneficial owner 100 100%

HiER LA HDQ Digital Holdings Limited EmEEA
Note: MIsE -
(1) Under the SFO, a holding company is regarded as an “associated (1

corporation.” Immediately following the Completion of the Global Offering
(without taking into account the Shares to be issued upon the exercise of the
Over-allotment Option, the Shares to be issued upon the exercise of options
granted under the Post-IPO Share Option Scheme), LYF Digital Holdings
Limited, LXT Digital Holdings Limited and HDQ Digital Holdings Limited will
hold 27.64%, 4.91% an 4.91% of our issued share capital and thus is our
associated corporation.
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f3) » LYF Digital Holdings Limited * LXT Digital
Holdings Limited 2HDQ Digital Holdings Limited
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Save as disclosed above and in the section headed “Post-IPO Share
Option Scheme” and to the best knowledge of the Directors, as at June
30, 2018, none of the Directors or the chief executive of the Company
has any interests and/or short positions in the shares, underlying shares
or debentures of the Company or its associated corporations (within the
meaning of Part XV of the SFO) which were required to be notified to
the Company and the Stock Exchange pursuant to Divisions 7 and 8 of
Part XV of the SFO (including interests and short positions which they
are taken or deemed to have under such provisions of the SFO) or which
were required, pursuant to section 352 of the SFO, to be entered in the
register referred to therein or which were required, pursuant to the Model
Code, to be notified to the Company and the Stock Exchange.

SUBSTANTIAL SHAREHOLDERS’ INTERESTS
IN SECURITIES

As at June 30, 2018, the following corporations/persons had interests of
5% or more in the issued shares of the Company according to the register
of interests required to be kept by the Company under section 336 of the
SFO:

Long position in ordinary Shares

BREXRTERAMEERERES ] —ERE
ERBEEMRM RZZE—N\FA=Z+AH "
BEARREERITRARNARF R EBE
B CExREHREERIIEXVED) 1t - B
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FERRRESFHERD

BARFIRBES MG IR EIBHREFENE
EffE - R N\FERA=ZTH - UWTEE S
ATHEBRRFS%IIA LB BTG 2

EERNEFE
Approximate
percentage of
Number of the Company’s

ordinary shares total issued share

Name of Director Nature of Interest interested™ capital
BEERERMN EARARE LT

EEnE EEME ZERHEE" SREANEHNEIL

Mr. LU Yuanfeng @ Interest in a controlled corporation; interests of 989,226,387 (L) 49.46%
spouse; interest held jointly with another person

foe R U& 55 4 @) REHEEER  REER  BE— AL
HRAFEHOER

LYF Digital Holdings Limited  Beneficial owner; interests held jointly with 989,226,387 (L) 49.46%
another person

LYF Digital Holdings Limited EZ#AA : 5 — AL HRFEOREES

Ms. LUO Simin® Interest in a controlled corporation; interests of 989,226,387 (L) 49.46%

spouse; interest held jointly with another person
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Number of

ordinary shares

Approximate
percentage of

the Company’s
total issued share

Name of Director Nature of Interest interested™ capital
HEERREN HARAT B BT
EEpE EmME ZERYAEY BREANEAEIL
Angel Age Limited Beneficial owner; interests held jointly 989,226,387 (L) 49.46%
with another person
Angel Age Limited EmAA s BE— AT HARKENER
Mr. HUANG Guozhan® Interest in a controlled corporation; 989,226,387 (L) 49.46%
interest held jointly with another person
FEE KL E® ZEHRGDEEER - BB - ALHERENER
LXT Digital Holdings Limited  Beneficial owner; interests held jointly with 989,226,387 (L) 49.46%
another person
LXT Digital Holdings Limited Ez#H 25— ALHREHEHER
Mr. HUANG Degiang® Interest in a controlled corporation; 989,226,387 (L) 49.46%
interest held jointly with another person
EEARKEO REHEEER B - AT HRARBENER
HDQ Digital Holdings Limited Beneficial owner; interests held jointly with 989,226,387 (L) 49.46%
another person
HDQ Digital Holdings Limited Em#AA : S — A THRIZFBEHEZR
7Road Holdings Limited® Interest in a controlled corporation 310,496,901 (L) 15.52%
B RBERBRARF® EiE ) EE R
7Road International Beneficial owner 310,496,901 (L) 15.52%
Group Limited
7Road International EmEB A
Group Limited
The Core Trust Company Trustee 149,999,973 (L) 7.50%
Limited®
The Core Trust Company ZEEA
Limited™
Epic City Limited Nominee for another person 149,999,973 (L) 7.50%

Epic City Limited
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Notes:

(1

(2

)

The letter “L” denotes the person’s long position in the Shares.

Under the SFO, Mr. LU Yuanfeng is deemed to be interested in all Shares
held by LYF Digital Holdings Limited, a company which is wholly-owned
by him. Mr. LU is also deemed to be interested in all Shares held by (i)
Ms. LUO Simin as Ms. LUO is the spouse of Mr. LU; and (ii) Mr. HUANG
Guozhan and Mr. HUANG Degiang, as they are parties acting in concert.

Under the SFO, Ms. LUO Simin is deemed to be interested in all Shares held
by Angel Age Limited, a company which is wholly-owned by her. Ms. LUO
is also deemed to be interested in all Shares held by (i) Mr. LU Yuanfeng
as Mr. LU is the spouse of Ms. LUO; and (ii) Mr. HUANG Guozhan and Mr.
HUANG Degiang, as they are parties acting in concert.

Under the SFO, Mr. HUANG Guozhan is deemed to be interested in all
Shares held by (i) LXT Digital Holdings Limited, a company which is
wholly-owned by him; and (ii) Mr. LU Yuanfeng, Ms. LUO Simin and Mr.
HUANG Degiang as they are parties acting in concert.

Under the SFO, Mr. HUANG Degiang is deemed to be interested in all
Shares held by (i) HDQ Digital Holdings Limited, a company which is
wholly-owned by him; and (ii) Mr. LU Yuanfeng, Ms. LUO Simin and Mr.
HUANG Guozhan as they are parties acting in concert.

Under the SFO, 7Road Holdings Limited is deemed to be interested in all
Shares held by 7Road International Group Limited, a company which is
wholly-owned by 7Road Holdings Limited.

The Core Trust Company Limited, being the trustee of Post-IPO Share
Option Scheme, directly holds the entire issued share capital of Epic City
Limited, which holds Shares underlying the options to be granted under the
scheme for the benefit of eligible participants pursuant to such scheme.

Save as disclosed above and to the best knowledge of the Directors, as
at June 30, 2018, no person had registered an interest or a short position
in the shares or underlying shares of the Company as recorded in the
register required to be kept by the Company under section 336 of the

SFO.
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POST-IPO SHARE OPTION SCHEME

On May 27, 2017, the Company adopted the Post-IPO Share Option
Scheme approved by the resolutions of our Shareholders. The purpose
of the Post-IPO Share Option Scheme is to attract, retain and motivate
employees, Directors and other participants, and to provide a means of
compensating them through the grant of options pursuant to the terms
of the Post-IPO Share Option Scheme (“Options”) for their contribution
to the growth and profits of the Group, and to allow such employees,
Directors and other persons to participate in the growth and profitability of
the Group.

Our Board has appointed The Core Trust Company Limited as the trustee
(“Trustee”) for the administration of the Post-IPO Share Option Scheme
and to hold the Shares which may be granted under the Options through
Epic City Limited (“Nominee”) a wholly-owned subsidiary of the Trustee.
The Trustee shall act in accordance and cooperate with our Board for
the purpose of the Post-IPO Share Option Scheme. Our Company will
use Shares held by the Nominee and new Shares to be allotted by us to
satisfy the Options upon exercise.

The Shares which may be transferred from the Nominee upon exercise
of all Options to be granted under the Post-IPO Share Option Scheme
shall not exceed 149,999,973 Shares (i.e. being the Shares held by the
Nominee representing 7.5% of the enlarged issued share capital of our
Company as of the Listing Date). Options lapsed in accordance with the
terms of the Post-IPO Share Option Scheme shall not be counted for the
purpose of calculating this limit.

The new Shares which may be issued by our Company upon exercise of
all Options to be granted under the Post-IPO Share Option Scheme and
other share option schemes of our Company (and to which the provisions
of the Listing Rules are applicable) shall not exceed 200,000,000 Shares,
(i.,e. 10% of the aggregate of the Shares in issue on the Listing Date
(“Scheme Mandate Limit”)). Options lapsed in accordance with the terms
of the Post-IPO Share Option Scheme shall not be counted for the
purpose of calculating this Scheme Mandate Limit.

The total number of Shares issued and to be issued upon the exercise of
the options granted to or to be granted to each eligible person under the
Share Option Scheme (including exercised, cancelled and outstanding
options) in any 12-month period shall not exceed 1% of the Shares in
issue.
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SUPPLEMENTARY INFORMATION (Continued)

mREM (&)

An Option may be exercised in accordance with the terms of the Post-IPO
Share Option Scheme at any time during the period to be determined
by our Board at its absolute discretion and notified by our Board to each
grantee of the Options (the “Grantee”) as being the period during which
an Option may be exercised and in any event, such period shall not be
longer than 10 years from the date upon which any particular Option is
granted in accordance with the Post-IPO Share Option Scheme. Options
may be vested over such period(s) as determined by the Board in its
absolute discretion subject to compliance with the requirements under
any applicable laws, regulations or rules.

The exercise price (“Exercise price”) shall be such price as determined by
our Board in its absolute discretion at the time of the grant of the relevant
Option (and shall be stated in the letter containing the offer of the grant of
the Option), but in the case that any Share would be allotted and issued
to a Grantee upon the exercise of an Option in accordance with the terms
of the Post-IPO Share Option Scheme, the Exercise Price shall not be
less than the higher of (a) the closing price of the Shares as stated in the
daily quotation sheet of the Stock Exchange on the date of grant, which
must be a Business Day, (b) the average closing price of the Shares as
stated in the daily quotation sheets of the Stock Exchange for the five
(5) Business Days immediately preceding the date of grant, and (c) the
nominal value of a Share. For the avoidance of doubt, in the case that
the Share would be transferred from the Trustee to a Grantee upon the
exercise of an Option in accordance with the terms of the Post-IPO Share
Option Scheme, the Exercise Price shall be determined by the Board,
as it may think fit taking into account the Grantee’s contribution to the
development and growth of the Group.

A summary of the terms of the Post-IPO Share Option Scheme, including
the information as required to be disclosed in this interim report pursuant
to Rule 17.09 of the Listing Rules, has been set out in the section headed
“D. Share Incentive Scheme” in Appendix IV of the Prospectus.

On February 15, 2018, the Board approved to grant share options from
the Post-IPO Share Option Scheme to eligible employees for their past
contribution to the success of the Group, and to provide incentives to
them to further contribute to the Group, the details of which are set out in
the announcement of the Company dated February 20, 2018.

The options are conditionally vested upon satisfying specified service
vesting condition, which is mutually agreed by the employees and
the Company. The Group has no legal or constructive obligations to
repurchase or settle the options in cash.

Digital Hollywood Interactive Limited Interim Report 2018

BREETNESS2RRBEETE LASBREAR
A (THERA D B i (BN AR AT 17 2 BfE)
WA - BERREERARBESRBRETE
EVRRITEE  IWEMBERT - RS T EBER
EREEEREERAMBERERBTIRLE
FEFH105F - BREAREEZS2RNBEEENH
BB MRS TEERER JERIRAR

F o

TEE(TEED AAHEEEREHARBRK
BESDBENBEEENEHER (AREHARYE
BREZOMRERER) - ERNREERARH
BERBBRET M BRRITEBIRER - FRAR
ABLEE R BATEMB - BIFTERENSERIATH
BRE (R EH A MER X ME A RERH
FIRIT(E - Mz AZARERER « (b)EEFRH A
AIRGEEER  RORBZAE R BRERFAT
B FIUTE - R(C)RMEE - AR LR - MR
RIEE IR A G BRI BRI TT (R iR A A
& BOEHIEAERTARA  BEEENHE
ERAEAEERRMERIEENERREEET
EERREENTEE -

BRAMBEERBRESBTEGRZHME - 255
R ETRBNE17.09FEATHBEATHED
B BRAREENSM (D, ki EEEE] —

o

RZZE-N\E-A+HA EFEHERSERE
BRTEHARBERNMERR - MRERAREE
BB B R S R MAGE - WARRSHA
SEE-SER  ARFBEREARAFABEHA-F
—N\FZRAZTHzZAL -

BTN A BiE B kAR BT 1 E A E R
BERETRTEREE ARETENRESEDN
EEBREZZRSEEEE -



SUPPLEMENTARY INFORMATION (Continued)

mrEs (&)

On February 15, 2018, 49,498,610 share options, which are to be
satisfied solely by the Shares held by Epic City Limited, were granted
under the Post-IPO Share Option Scheme. No new Share will be allotted
to satisfied such share options. The vesting period of the share options
granted is three years and the vesting schedule is 33.33% after twelve
months from the grant date, 33.33% after twenty-four months from the
grant date, and 33.34% after thirty-six months from the grant date.
The exercise price of the Options granted is HK$0.0074 per Share (in
respect of 21,419,696 Options), or US$0.0074 per Share (in respect of
28,078,914 Options) (equivalent to HK$0.0579 per Share based on the
exchange rate of HK$1.00 to US$0.1279). As no new Shares will be
allotted by the Company to satisfy the Options, the grant of the Options is
not governed by Chapter 17 of the Listing Rules.

No share option has been granted under the Post-IPO Share Option
Scheme to a Director, chief executive or substantial shareholder of the
Company or an associate of any of them (as defined in the Listing Rules)
since its adoption and up to the date of this interim report.
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REPORT ON REVIEW OF INTERIM FINANCIAL STATEMENTS

R Rz 2 EARE

To the Board of Directors of Digital Hollywood Interactive Limited
(incorporated in the Cayman Islands with limited liability)

INTRODUCTION

We have reviewed the interim financial statements set out on pages 30
to 72, which comprises the condensed consolidated balance sheet of
Digital Hollywood Interactive Limited (the “Company”) and its subsidiaries
(together, the “Group”) as at June 30,2018 and the condensed
consolidated statement of comprehensive income, the condensed
consolidated statement of changes in equity and the condensed
consolidated statement of cash flows for the six months then ended, and
a summary of significant accounting policies and other explanatory notes.
The Rules Governing the Listing of Securities on The Stock Exchange
of Hong Kong Limited require the preparation of a report on interim
financial statements to be in compliance with the relevant provisions
thereof and International Accounting Standard 34 “Interim Financial
Reporting” issued by the International Auditing and Assurance Standards
Board. The directors of the Company are responsible for the preparation
and presentation of this interim financial statements in accordance with
International Accounting Standard 34 “Interim Financial Reporting”.
Our responsibility is to express a conclusion on these interim financial
statements based on our review and to report our conclusion solely to
you, as a body, in accordance with our agreed terms of engagement and
for no other purpose. We do not assume responsibility towards or accept
liability to any other person for the contents of this report.

SCOPE OF REVIEW

We conducted our review in accordance with International Standard on
Review Engagements 2410, “Review of Interim Financial statements
Performed by the Independent Auditor of the Entity” issued by the
International Auditing and Assurance Standards Board. A review of interim
financial statements consists of making inquiries, primarily of persons
responsible for financial and accounting matters, and applying analytical
and other review procedures. A review is substantially less in scope
than an audit conducted in accordance with International Standards on
Auditing and consequently does not enable us to obtain assurance that
we would become aware of all significant matters that might be identified
in an audit. Accordingly, we do not express an audit opinion.
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REPORT ON REVIEW OF INTERIM FINANCIAL STATEMENTS (Continued)

T BERER 2 EHNERE (8)

CONCLUSION

Based on our review, nothing has come to our attention that causes us
to believe that the interim financial statements are not prepared, in all
material respects, in accordance with International Accounting Standard
34 “Interim Financial Reporting”.

PricewaterhouseCoopers
Certified Public Accountants

Hong Kong
August 31, 2018
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CONDENSED CONSOLIDATED BALANCE SHEET
BAEHEERER

As at June 30, 2018 R=Z— \FA=+H

As at As at
June 30, December 31,
2018 2017
R=Z—-N\&F R-ZT—+fF
XA=+HB +=ZA=+—H
Note uUsbD USD
B 5E E0 ET
(Unaudited) (Audited)
(REEEZK) (E%z)
ASSETS EE
Non-current assets ERBEE
Property, plant and equipment, net Y - BE MR BT 7 2,178,895 270,592
Intangible assets, net EmEEFE 8 2,397,226 461,101
Investment in an associate REEE A RIRIIRE 9 672,360 681,625
Prepayments and other receivables TE A 3R R E At FE MR TE 12 3,870,766 191,005
Deferred income tax assets EEFSHEE 10 263,081 239,452
9,382,328 1,843,775
Current assets RBEE
Contract costs BRI A 603,326 899,724
Trade receivables Z 5 W IE 1 3,098,272 4,192,093
Prepayments and other receivables TR 3R R H At JE WL 3R IE 12 14,831,287 12,896,914
Cash and cash equivalents ReERBFSEEY 37,660,353 43,997,614
56,193,238 61,986,345
Total assets HWEE 65,575,566 63,830,120
EQUITY AND LIABILITIES EEkEE
Equity attributable to owners AAREEABGER
of the Company
Share capital %N 13 2,000,000 2,000,000
Shares held for the Share Option Scheme BRI ARG 13 (150,000) (150,000)
Reserves (e 14 37,063,657 35,933,689
Retained earnings IREBEF| 14,314,084 12,279,521
Total equity wmER 53,227,741 50,063,210
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CONDENSED CONSOLIDATED BALANCE SHEET (Continued)
HREHEERER (H)

As at June 30, 2018 R=Z— \FXA=+H

As at As at
June 30, December 31,
2018 2017

R=B-NE KT
XA=tE +-A=t-A

Note uUsbD uUsD
B Ep e
(Unaudited) (Audited)
(REEZ) (&5==%)
Liabilities =L
Non-current liabilities kRBERE
Contract liabilities aHaE 32,917 -
Deferred income tax liabilities BEFTSHARE 10 73,872 43,573
106,789 43,573
Current liabilities REEE
Trade payables B SRR 16 4,323,230 4,522,484
Contract liabilities aHaE 3,354,552 4,069,400
Receipt in advance TEWFIA 411,700 107,893
Other payables and accruals Hib B N EETE A 3,080,478 4,322,401
Current income tax liabilities BNEAFTIS L B & 1,071,076 701,159
12,241,036 13,723,337
Total liabilities wWaE 12,347,825 13,766,910
Total equity and liabilities HmEZRaE 65,575,566 63,830,120

The above interim condensed consolidated balance sheet should be read LA Erh BARSRR & B B E B (B 3% FE BLBE P 89 B 5 — OF
in conjunction with the accompanying notes. BE -

The interim financial statements on pages 30 to 72 were approved by the FIVEEMHFPHMBRREHESTEN TN

Board of Directors on August 31, 2018 and were signed on its behalf. FNA=ZT—BHENRAEE -
Director Director
EEa EZE
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CONDENSED CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME
BEAS 2 EkER

For the six months ended June 30, 2018 #Z= - — \F/XA=+HIL/EA

Six months ended June 30,

BEAA=TRLAEAR

2018 2017
—B-N\% —T—+%F
Note usb uUsD
B 5E EH ET
(Unaudited) (Audited)
(RBEZ) (&%)
Revenue WA 6 14,103,874 13,829,731
Cost of revenue AN 18 (5,920,545) (6,163,937)
Gross profit ER 8,183,329 7,665,794
Selling and marketing expenses HEREHAX 18 (2,565,375) (1,468,046)
Administrative expenses THRAX 18 (2,033,052) (2,043,499)
Research and development expenses e 18 (584,118) (349,760)
Other gains/(losses), net Hiblezs /(E518) B8 17 523,319 (411,372)
Operating profit Feg=prd 3,524,103 3,393,117
Finance income B A 19 1,997 14,472
Finance costs AR DN 19 (328,916) -
Finance (costs)/income, net B (AN, WA F 5B 19 (326,919) 14,472
Share of profit/(losses) of an associate DIGEEE R RIE
wF (&) 2,360 (54,603)
Profit before income tax R B S8 AR A 3,199,544 3,352,986
Income tax expense FTiSHiF 20 (1,005,439) (1,084,098)
Profit for the period HRER 2,194,105 2,268,888
Other comprehensive Income Hip 2wz
Items that may be reclassified AR ENDEE
subsequently to profit or loss EmrIEE
— Currency translation differences —EB®mEER (148,435) 387,339
Total comprehensive income for the period HRAZHEUKZEEE 2,045,670 2,656,227
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CONDENSED CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME (Continued)
EREsEEKRER (&)

For the six months ended June 30, 2018 HZ —Z— \F XA =1+HIt/,~EA

Six months ended June 30,

BEAA=TRAILAEAR

2018 2017
—2-N\F —E—t
Note usb uUsD
B 5 Ep ETT
(Unaudited) (Audited)
(REEEZX) (f&E=%)
Profit attributable to: PN
Owners of the Company KREHEB A 2,194,105 2,268,888
Total comprehensive income attributable to: LA E(G 2 E RS :
Owners of the Company ViN/NETEZZ SN 2,045,670 2,656,227
Earnings per share (expressed in USD BRER (U8REWSIR)
cents per share) 21
— Basic — HAR 0.12 0.17
— Diluted —#E 0.12 0.17
Dividends i@ 22 - -

The above interim condensed consolidated statement of comprehensive LA | AR B RS BR & OF 2 T8 U 2 3% P 262 B Y A PR 5 — OF
income should be read in conjunction with the accompanying notes. B:E -
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CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

BEASOtHEES R

For six months ended June 30, 2018 HEZE—Z— \F A=+ HI~EA

Attributable to owners of the Company

FARBEEAERL
Shares
held for
the Share
Share Option Retained
capital Scheme Reserves earnings Total
MEREE
BA&  BEORSG % REER st
(Unaudited) Note usD usb usD usD usD
(RBER) B aE EYH Y Y EY Y
Balance at January 1, 2018 RZZE-N\E
—B—HH&& 2,000,000 (150,000) 35,933,689 12,279,521 50,063,210
Profit for the period HRm ) - - - 2,194,105 2,194,105
Other comprehensive income Hip 2wz
— currency translation differences -ERREEE 14 - - (148,435) - (148,435)
Total comprehensive income HrzEksaE
for the period - - (148,435) 2,194,105 2,045,670
Transaction with owners HEEFA (LEBA
in their capacity as owners 5 X5
Appropriation to statutory reserves  BEEEATERHE 14(a) - = 159,542 (159,542) =
The Share Option Scheme FEARAEET 2
- value of employee services - EERBHEER 14 - - 1,118,861 - 1,118,861
Balance at June 30, 2018 RZE-N\E
AB=T WL 2,000,000 (150,000) 37,063,657 14,314,084 53,227,741
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CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN EQUITY (Continued)
HREHEREER (HF)

For six months ended June 30, 2018 & Z - — \& XA =+HILXAA

Attributable to owners of the Company

RARHEA NEG
Shares
held for
the Share
Share Option Retained
capital Scheme Reserves earnings Total
FhEE RS 2
B BENHERD G4 REBEF mEt
(Audited) Note usb uUsSD usD usb usb
(&%) B EE v £ e E E
Balance at January 1, 2017 R-Z—+tF
—RB—BHEs 10,000 - (394,315) 11,175,806 10,791,491
Profit for the period byl - - - 2,268,888 2,268,888
Other comprehensive income Hiv2EHE
— currency translation differences -E¥BE=E 14 - - 387,339 . 387,339
Total comprehensive income Hr2EkEAE
for the period - - 387,339 2,268,888 2,656,227
Transaction with owners BEFA (UEBA
in their capacity as owners 51) R 5
Issuance of ordinary shares BITEBR 1,111 (1,111) - - -
Balance at June 30, 2017 RZZ—tF
ANAS+ AN 1,111 (1,111) (6,976) 13,444,694 13,447,718

The above interim condensed consolidated statement of changes in BA bR HA RS R A OF 48 25 4 B 5K B B BE P RO PO R — 6F
equity should be read in conjunction with the accompanying notes. B -
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CONDENSED CONSOLIDATED STATEMENT OF CASH FLOWS

BASHEESRER

For the six months ended June 30, 2018 #Z= - — \F/XA=+HIL/EA

Six months ended June 30,
BZEANA=1+HLAKEAR

2018 2017
—E-N\F —T—tF
uUsbD USD
E ET
(Unaudited) (Audited)
(REEEZ) (5 =%)
Cash flows from operating activities RERKETHNRERE
Cash generated from operations KBTS S 2,691,975 2,546,981
Income tax paid BRFTEH (617,733) (496,729)
Net cash generated from operating activities KETEERESFE 2,074,242 2,050,252
Cash flows from investing activities RERETHNRERE
Purchases of property, plant and equipment BEWX  BELR&E (1,938,489) (3,754)
Purchases of intangible assets HERVEAE (2,415,775) (223,000)
Prepayment for investment AN (3,500,000) -
Net cash used in investing activities REZBFARSFHE (7,854,264) (226,754)
Cash flows from financing activities REMETBNRERE
Payment for IPO costs EPNNGE: S Z N E (240,499) (410,261)
Net cash used in financing activities METBFRARSFE (240,499) (410,261)
Net (decrease)/increase in cash and cash ReRBESEEY (BD)/
equivalents HHNEER (6,020,521) 1,413,237
Cash and cash equivalents at beginning of period Hi#IHIR & NI EEEY 43,997,614 8,130,169
Exchange (losses)/gains on cash and cash BekBEeSEMIER
equivalents (&18),/ W= (316,740) 105,725
Cash and cash equivalents at end of the period HARWRERFELZEY 37,660,353 9,649,131

The above interim condensed consolidated statement of cash flows LA BARGER & B3R € i = 7% FE B BE BT 89 B 5 — OF
should be read in conjunction with the accompanying notes. BIE -
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GENERAL INFORMATION

Digital Hollywood Interactive Limited (the “Company”) was
incorporated in the Cayman lIslands on November 24, 2014 as
an exempted company with limited liability. The address of the
Company’s registered office is P.O. Box 2075, George Town, Grand
Cayman KY1-1105, Cayman Islands.

The Company is an investment holding company. The Company
and its subsidiaries (together, the “Group”) are principally engaged
in the development, operations and publishing of web-based games
and mobile games business (“Game Business”) in North America,
Europe, The People’s Republic of China (the “PRC”) and other
regions.

On December 15, 2017, the Company completed its initial public
offering on the Main Board of The Stock Exchange of Hong Kong
Limited (the “IPO”).

The Group’s Game Business is carried out through several operating
companies, namely Proficient City Limited (“PCL”), a limited liability
company incorporated in the British Virgin Islands (“BVI”), Angame
Inc. (“Angame”), a limited liability company incorporated in the BVI,
Game Hollywood Hong Kong Limited (“Hollywood HK”), a limited
liability company incorporated in Hong Kong, Now To Play Game
Limited (“N2PG”), a limited liability company incorporated in Hong
Kong, EMmm A FREEFEFRAR A H (Guangzhou Suiyue Niandai
Software Technology Company Limited, “Guangzhou Suiyue
Niandai”), a limited company incorporated in the PRC, J&/I#£(z
BERHE B AR (Guangzhou Youlai Information Technology Limited,
“Guangzhou Youlai”), a limited company incorporated in the PRC
and EMEHmEELSRFLAR AR (Guangzhou Zhang Ying Kong
Information Technology Company Limited, “Zhang Ying Kong”),
a limited company incorporated in the PRC. Mr. Lu Yuanfeng,
Mr. Huang Degiang and Mr. Huang Guozhan (collectively as the
“Founders”) are the founders of the Group.

The financial statements are presented in the United States Dollars
(“USD”), unless otherwise stated, and have been approved for issue
by the Company’s Board of Directors on August 31, 2018.

NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
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BASIS OF PREPARATION

This condensed consolidated interim financial statements for the
six months ended June 30, 2018 has been prepared in accordance
with International Accounting Standard (“IAS”) 34, “Interim financial
reporting”. The condensed consolidated interim financial statements
should be read in conjunction with the annual financial statements
for the year ended December 31, 2017, which have been prepared
in accordance with International Financial Reporting Standards
(“IFRSs”).

CHANGE OF ACCOUNTING POLICIES

The accounting policies applied are consistent with those of the
annual financial statements for the year ended December 31, 2017,
as described in those annual financial statements, except for the
following:

(a) The following amendments to standards
have been adopted by the Group for the
first time for the financial year beginning
on or after January 1, 2018:

IFRS 2 (Amendment) Classification and Measurement of

Share-based Payment Transactions

IFRS 15 Revenue from Contracts with Customers
IFRS 9 Financial Instruments
IFRIC 22 Foreign Currency Transactions and

Advance Consideration
Annual Improvements to
IFRSs 2014-2016 Cycle

Retirement of Short-term Exemptions
in IFRS 1 Clarifying Measurement of
Investments under IAS 28

Amendment to IAS 28 Investments in Associates and Joint

Ventures

Amendments to IFRSs effective for the financial year beginning
on or after January 1, 2018 do not have a material impact on
the Group’s interim financial statements and did not require
retrospective adjustments, except for IFRS 15. The impact of
the adoption of IFRS 15 are disclosed in note (b) below.
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)

P RAE SMBRRME (&)

3 CHANGE OF ACCOUNTING POLICIES

(Continued)

(b) Impact of adoption of IFRS 15

The Group has adopted IFRS 15 “Revenue from Contracts with
Customers” from January 1, 2018 which resulted in changes in
accounting policies and adjustments to the amounts recognised
in the financial statements. In accordance with the transition
provisions in IFRS 15, the Group has adopted the new rules
retrospectively and has restated comparatives for the 2017
financial year. In summary, the following adjustments were
made to the amounts recognised in the balance sheet at the
date of initial application (January 1, 2018):
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(b) R 4% Bl PR B 7% 1R & 2 Al %815
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AEEB T N\F—A—-BERAE
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As at December 31,

As at January 1,

2017 Reclassification 2018
R-B—LF RZB-N\F
+=A=+-H EXipr -A—-8
usb usb usb
eV e En
(IAS 18 carrying (IFRS 15 carrying
Note amount) amount)
(BIRR B 7 5 22 (Glodp s Epa
fisx E18%IRMEE) S5 REE)
Assets BE
Current assets RBEE
Contract costs BHRA i - 899,724 899,724
Prepayments and BRHER
other receivables Hib MR i 13,796,638 (899,724) 12,896,914
Liabilities B
Current liabilities mBEE
Contract liabilities AKEE i - 4,069,400 4,069,400
Deferred revenue BREKA i 3,436,567 (3,436,567) -
Receipt in advance TR i 740,726 (632,833) 107,893
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)

PSR S S B RR T ()

3 CHANGE OF ACCOUNTING POLICIES

(Continued)

(b) Impact of adoption of IFRS 15 (Continued)

(i) Presentation of assets and liabilities related to contracts
with customers

The Group has also voluntarily changed the presentation
of certain amounts in the balance sheet to reflect the
terminology of IFRS 15 :

e Contract costs recognised in relation to contract
acquisition costs were previously presented as part
of prepayments and other receivables (USD899,724
as at January 1, 2018, net of impairment allowance).

e Contract liabilities in relation to game publishing
service revenues were previously presented as
part of deferred revenue and receipt in advance
(USD3,491,201 as at January 1, 2018). Contract
liabilities in relation to licensing revenues were
previously presented as part of deferred revenue
and receipt in advance (USD578,199 as at January
1, 2018).
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)

P RAE SMBRRME (&)

3 CHANGE OF ACCOUNTING POLICIES

(Continued)

(c) The following new standards and
amendments to existing standards have
been issued but are not effective for the
financial year beginning January 1, 2018
and have not been early adopted:

3 BIHEHEEH @

Effective for
annual periods

beginning on
or after
Annual Previously held interest in a January 1, 2019
Improvements joint operation, income tax
to IFRSs consequences of payments on
2015-2017 Cycle financial instruments classified
(Note(i)) as equity and borrowing costs
eligible for capitalisation
IFRS 19 Financial Instruments January 1, 2019
(Amendments)
(Note(i))
IFRS 28 Long-term Interests in Associates  January 1, 2019
(Amendments) and Joint Ventures
(Note(i))
IFRIC 23 (Note(i)) Uncertainty over Income Tax January 1, 2019
Treatments
IFRS 16 (Noteii)) Leases January 1, 2019

IFRS 10 and IAS
28 (Amendments)
(Note(i))

Sale or Contribution of Assets
between an Investor and its
Associate or Joint Venture

To be determined
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)

PSR S S B RR T ()

3 CHANGE OF ACCOUNTING POLICIES

(Continued)

(c) The following new standards and
amendments to existing standards have
been issued but are not effective for the
financial year beginning January 1, 2018
and have not been early adopted: (Continued)

(i) The Group has already commenced an assessment
of the impact of these new or revised standards, and
amendments, certain of which are relevant to the Group’s
operations. According to the preliminary assessment made
by the directors, no significant impact on the financial
performance and positions of the Group is expected when
they become effective.

(i) The Group is a lessee of certain office spaces and
servers which are currently classified as operating leases.
The Group’s current accounting policy for such leases, is
to record the rental expenses in the Group’s consolidated
statement of comprehensive income for the current period
with the related operating lease commitments being
separately disclosed in Note 24(b). IFRS 16 provides new
provisions for the accounting treatment of leases which
no longer allows lessees to recognise leases outside of
the balance sheet. Instead, all non-current leases must
be recognised in the form of assets (for the right of use)
and financial liabilities (for the payment obligations) in the
Group’s consolidated balance sheet. Short-term leases of
less than twelve months and leases of low-value assets
are exempt from such reporting obligation. The new
standard will therefore result in a derecognition of prepaid
operating leases, increase in right-of-use assets and
increase in lease liabilities in the consolidated balance
sheet. In the consolidated statement of comprehensive
income, as a result, the annual rental and amortisation
expenses of prepaid operating lease otherwise identical
circumstances will decrease, while amortisation of right-
of-use of assets and interest expense arising from the
lease liabilities will increase. The new standard is not
expected to apply until the financial year beginning
on or after January 1, 2019. As at June 30, 2018, the
operating lease commitments of the Group amounted
to USD1,849,308, the impact of adoption of IFRS 16 is
therefore not expected to have a significant effect on the
financial statements of the Group.
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)
AR S Ot B IS IR AR EE (4D

3 CHANGE OF ACCOUNTING POLICIES

(Continued)

3 BIHEHEEH @

(d) RERHEMERMEE

(d) Investments and other financial assets

Classification

From January 1, 2018, the Group classifies its financial assets
in the following measurement categories:

e those to be measured subsequently at fair value (either
through profit or loss or other comprehensive income
(“OClI”), or through profit or loss), and

o those to be measured at amortised cost.

The classification depends on the Group’s business model for
managing the financial assets and the contractual terms of the
cash flows.

For assets measured at fair value, gains and losses will either
be recorded in profit or loss or OCI. For investments in equity
instruments that are not held for trading, this will depend on
whether the Group has made an irrevocable election at the
time of initial recognition to account for the equity investment
at fair value through other comprehensive income (“FVOCI”).

The Group reclassifies debt investments when and only when

g

E NF-—R—Bie KEEKH

T
MEEDRRATERR -

ITEquiE’]imﬂéé (&
A EMEEKESN S RER

B
Smo
Bk
N8 D»

s REMBERAFENTREE -

MOBEFAEBEUEREREEREE
MEBEALIRSRENA WERME -

MR FEFENEEMS - WaERE
BREEaREM2EEEANLEA
fro AAIRHEEEMBRBETAMS
R F AL BB B8 )56 TR RO Bl 4
HAA B EE gk ARES
BEMPEKREATFEALR -
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its business model for managing those assets changes. ANEHR  FTEESGEZSEESH
DHE o

Measurement e

At initial recognition, the Group measures a financial asset RUIF R REBZREAFEMNLE

at its fair value plus, in the case of a financial asset not at
fair value through profit or loss (“FVPL”"), transaction costs
that are directly attributable to the acquisition of the financial
asset. Transaction costs of financial assets carried at FVPL are

expensed in profit or loss.

(MeBmEELIFRAFEFABR) K
BoREEERBENRINAES
BMEE - MRATEFAABRIENS
BMEENRZRARERETH -

Financial assets with embedded derivatives are considered in RETHERERERGTEINEAE LT
their entirety when determining whether their cash flows are ERgEIEmEEMERAXITETAN
solely payment of principal and interest. émﬂﬁ@
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)

PSR S S B RR T ()

3 CHANGE OF ACCOUNTING POLICIES

(Continued)

(d) Investments and other financial assets

(Continued)

Measurement (Continued)
Debt instruments

Subsequent measurement of debt instruments depends on
the Group’s business model for managing the asset and the
cash flow characteristics of the asset. The Group currently
only classifies its debt instruments at amortised cost, as these
assets are only held for collection of contractual cash flows
where those cash flows represent solely payments of principal
and interest. Interest income from these financial assets is
included in finance income using the effective interest rate
method. Any gain or loss arising on derecognition is recognised
directly in profit or loss and presented in other gains/(losses),
together with foreign exchange gains and losses. Impairment
losses are presented as separate line item in the statement of
comprehensive income.

Equity instruments

The Group subsequently measures all equity investments at
fair value. Where the Group’s management has elected to
present fair value gains and losses on equity investments in
OCI, there is no subsequent reclassification of fair value gains
and losses to profit or loss following the derecognition of the
investment. Dividends from such investments continue to be
recognised in profit or loss as other income when the Group’s
right to receive payments is established.

Changes in the fair value of financial assets measured at FVPL
are recognised in other gains/(losses) in the statement of
comprehensive income as applicable. Impairment losses (and
reversal of impairment losses) on equity investments measured
at FVOCI are not reported separately from other changes in
fair value.
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)
AR S Ot B IS IR AR EE (4D

3 CHANGE OF ACCOUNTING POLICIES 3 g HE2H @

(Continued)

(d) RERHEMEESMEE @)

(d) Investments and other financial assets

(Continued)

Impairment

From January 1, 2018, the Group assesses on a forward
looking basis the expected credit losses associated with its
debt instruments carried at amortised cost. The impairment
methodology applied depends on whether there has been a
significant increase in credit risk.

For trade receivables, the Group applies the simplified
approach permitted by IFRS 9, that is to measure the loss
allowance at the amount equal to lifetime expected credit loss
at initial recognition and through its life of the asset. The Group
use practical expedients when estimating life time expected
credit losses on trade receivables, which is calculated using
a provision matrix where a fixed provision rate applies
depending on the shared credit risk characteristics of the trade
receivables.

In assessing the shared credit risk characteristics of the trade
receivables, the Group takes into account reasonable and
supportable information that is available without undue cost
or effort. This includes information about past events, current
conditions and forecasts of future economic conditions.
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)

PSR S S B RR T ()

3 CHANGE OF ACCOUNTING POLICIES

(Continued)

(e) Share-based payments

The Group operates the Share Option Scheme (as defined
in Note 13), which is an equity-settled shared based
compensation plan under which share awards are granted to
employees as part of their remuneration package.

The fair value of the employee services received in exchange
for the grant of the share-based awards is recognised as an
expense over the vesting period, which is the period over
which all of the specified vesting conditions are to be satisfied,
and credited to share premium under equity. The total amount
to be expensed is determined by reference to the fair value of
the share-based awards granted:

- including any market performance conditions;

- excluding the impact of any service and non-market
performance vesting conditions; and

- including the impact of any non-vesting conditions.

At the end of each reporting period, the Group revises its
estimates of the number of share-based awards that are
expected to vest based on the non-marketing performance and
service conditions. It recognises the impact of the revision to
original estimates, if any, in the statement of profit or loss, with
a corresponding adjustment to equity.

If the terms of a share-based award are modified, at a
minimum an expense is recognised as if the terms had not
been modified. An additional expense is recognised for any
modification that increases the total fair value of the share-
based payments arrangement, or is otherwise beneficial to the
employee and other qualifying participants, as measured at the
date of modification.
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)
AR S Ot B IS IR AR EE (4D

3 CHANGE OF ACCOUNTING POLICIES 3 g BEEH »

(Continued)

(f) Revenue recognition (f) WARER

Licensing revenue

The Group authorises third parties to operate its online
games. The Group receives additional up-front license fees
from certain third-party licensee operators who are entitled to
an exclusive right to operate the Group’s games in specified
geographic areas. The revenue from licensing agreements
is recognised when the content has been delivered and the
Group has no further obligations. Depending on the terms
of the respective agreements, revenue is recognised either
upfront upon the beginning of the licensing agreement to the
extent of the fixed and non-refundable amount received upfront
or ratably over the license period under which the Group need
to provide consistent services.

Contract liabilities and contract costs

For game publishing service revenues, contract liabilities
primarily consist of the unamortised revenue from sales of
Game Tokens and virtual items for web-based games and
mobile games, where there is still an implied obligation to be
provided by the Group and will be recognised as revenue when
all of the revenue recognition criteria are met. For licensing
revenue, contract liabilities represent the unamortised balance
of the initial license fee paid by licensees.

Contract costs are mainly related to contract acquisition costs,
which primarily consists of unamortised commission cost
charged by distribution platforms.
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ESTIMATES

The preparation of interim financial statements requires management
to make judgements, estimates and assumptions that affect the
application of accounting policies and the reported amounts of
assets and liabilities, income and expense. Actual results may differ
from these estimates.

In preparing this interim condensed consolidated financial
statements, the significant judgements made by management in
applying the Group’s accounting policies and the key sources of
estimation uncertainty were the same as those that applied to the
consolidated financial statements for the year ended December 31,
2017, except for:

Recognition of share-based compensation
expenses

As mentioned in Note 15, the Group has granted share options to
its directors and employees. The Company has used the Binomial
option-pricing model to determine the total fair value of the options
granted, which is to be expensed over the vesting period. Significant
estimate on assumptions, such as risk-free interest rate, expected
volatility and dividend yield, is required to be made by the Company
in applying the Binomial option-pricing model.

FINANCIAL RISK MANAGEMENT AND
FINANCIAL INSTRUMENTS

5.1 Financial risk factors

The Group’s activities expose it to a variety of financial risks:
market risk (including currency risk and interest rate risk),
credit risk and liquidity risk.

The interim condensed consolidated financial statements do
not include all financial risk management information and
disclosures required in the annual financial statements, and
should be read in conjunction with the Group’s annual financial
statements as at December 31, 2017.

There have been no changes in the risk management
department or in any risk management policies since the year
end.
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)
AR S Ot B IS IR AR EE (4D

5 FINANCIAL RISK MANAGEMENT AND 5 BXERTERLSEBIA &
FINANCIAL INSTRUMENTS (Continued)

5.2 Liquidity risk 2 RBELRAR
The Group aims to maintain sufficient cash and cash 75%@5&1%%@%’@9’9@%@&%@%%@
equivalents. Due to the dynamic nature of the underlying c MNAEEEBNERILEE - KEEH
businesses, the Group’s finance department maintains flexibility Eﬁﬁﬁf%*BLﬂﬁ%HE%E’]fﬁiﬁiﬁﬁﬁ
in funding by maintaining adequate cash and cash equivalents. BY  UEHREREENL -
The table below analyses the Group’s non-derivative financial Ti?ﬁzﬁ&ﬁiﬁ ZEEHEEA EI’JT #5 ER
liabilities into relevant maturity groupings based on the SITASEEIZ A HIE R85 7 3E
remaining period at the balance sheet date to the contractual mii MEE -RABRBENRERAL
maturity date. The amounts disclosed in the table are the RERBEERE -

contractual undiscounted cash flows.

Between Between
Less than 1 year and 2 year and

1 year 2 years 5 years Total
PMME 1FEZE2HF 25 FE5FE wst
usbD usD usbD usbD
EYH EY EY EY
At June 30, 2018 R=ZB—-N\EXA=1+H
Trade and other payables and B 5 R H AR FRIE K
accruals (excluding salary and EETER (TREEN
staff welfare payables and FHekBEIENE
taxes payable) FESFLIE) 5,653,676 606,221 309,143 6,569,040
At December 31, 2017 R-ZE—tF
+=A=+-8
Trade and other payables and B 5 N H A FEA FRIE K&
accruals (excluding salary and EETER (TEEEN
staff welfare payables and HFeRkEIEME
taxes payable) FEREIIE) 6,938,350 505532 325415 7,769,297
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)

PSR S S B RR T ()

5 FINANCIAL RISK MANAGEMENT AND

FINANCIAL INSTRUMENTS (continued)

5.3 Fair value estimation

The Group’s financial instruments are carried at fair value
as at balance sheet dates, by level of the inputs to valuation
techniques used to measure fair value. Such inputs are
categorised into three levels within a fair value hierarchy as
follows:

. Quoted prices (unadjusted) in active markets for identical
assets or liabilities (level 1).

. Inputs other than quoted prices included within level 1
that are observable for the asset or liability, either directly
(that is, as prices) or indirectly (that is, derived from
prices) (level 2).

. Inputs for the asset or liability that are not based on
observable market data (that is, unobservable inputs)
(level 3).

The fair value of financial instruments traded in active markets
is based on quoted market prices at the balance sheet dates.
A market is regarded as active if quoted prices are readily and
regularly available from an exchange, dealer, broker, industry
group, pricing service, or regulatory agency, and those prices
represent actual and regularly occurring market transactions
on an arm’s length basis. The quoted market price used for
financial assets held by the Group is the current bid price.
These instruments are included in level 1.

The fair value of financial instruments that are not traded in
an active market is determined by using valuation techniques.
These valuation techniques maximize the use of observable
market data where it is available and rely as little as possible
on entity specific estimates. If all significant inputs required
for evaluating the fair value of a financial instrument are
observable, the instrument is included in level 2.

If one or more of the significant inputs is not based on
observable market data, the instrument is included in level 3.
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)

P RAE SMBRRME (&)

5 FINANCIAL RISK MANAGEMENT AND
FINANCIAL INSTRUMENTS (continued)

5.3 Fair value estimation (Continued)

Specific valuation techniques used to value financial
instruments include:

. Dealer quotes for similar instruments; and
. The fair value of interest rate swaps is calculated as the
present value of the estimated future cash flows based on

observable yield curves; and

. Other techniques, such as discounted cash flow analysis,
are used to determine fair value for financial instruments.

6 REVENUE AND SEGMENT INFORMATION

5

6

BEEREEREHMITE @

5.3 AFEMLE @)
Ao mT ABENABHELEE
¥E

XHEMRRABEIANSRE &

MR B D E TR R AT B R 0
ERHR  FTERMGFRERSR
EMRE: &

Hitp7)% - AERBSREON
DRAREEERIANDFE -

WAR D HEFR
Six months ended June 30,

BEAA=TRALAEAR

2018 2017
e —T—+%F
usbD uUsD
Ep ETT
(Unaudited) (Audited)
(REEEZX) (&%)

Service PR 7%
Online game revenue FERSEI AL PN 11,438,835 13,613,159
Licensing revenue R REURA 2,656,100 176,947
Server rental revenue ARBAZEKRA 4,079 29,820
Advertising revenue BEEUA 4,860 9,805
14,103,874 13,829,731

For management purpose, the executive directors of the Company
consider that the Group generates revenue primarily from the
provision of game services. The executive directors of the Company
review the operating results of the business as one segment to
make strategic decisions about resources to be allocated. Therefore,
the executive directors of the Company consider that there is only
one segment of the Group.

REERBENME @ ARRMITEERARASKHE
TERBREHBEREELRA - KART
EEREBER—ESBMBEREEEE N
EHERERDEARBEIDRE - Bt - AR
AMTEERAAEEEE —ENE -
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)
PSR S S B RR T ()

7 PROPERTY, PLANT AND EQUIPMENT 7 Y% BERRE
Office Leasehold
equipment Computers improvements Total
BAERE Bl HEYEHEE st
(Unaudited) UsD usb usb usD
(REER) EY EY EY EYe

Six months ended June 30, 2018 HZz-Z2-N\&§
AB=tTHIEAEA

Opening net book amount HREFE 32,231 106,344 132,017 270,592
Additions (Note a) ANE (fisEa) 9,830 77,830 2,100,909 2,188,569
Depreciation charge FERM (2,302) (9,258) (242,109) (253,669)
Currency translation differences EHME R (825) (3,953) (21,819) (26,597)
Closing net book amount HAREEFE 38,934 170,963 1,968,998 2,178,895
At June 30, 2018 R-ZE-NEXA=TH

Cost AR 99,253 384,604 2,468,429 2,952,286
Accumulated depreciation 2EtiTE (60,319) (213,641) (499,431) (773,391)
Net book amount REFE 38,934 170,963 1,968,998 2,178,895
(Audited) (EER)

Six months ended June 30, 2017 BE-Z—+tF
ANA=TRIEANEAR

Opening net book amount HYERE S E 54,345 80,873 266,289 401,507
Additions NE 1,729 2,025 - 3,754
Depreciation charge TEER (8,482) (24,032) (48,451) (80,965)
Currency translation differences ERBEER 1,256 1,776 5,841 8,873
Closing net book amount HARREFE 48,848 60,642 223,679 333,169
At June 30, 2017 R-ZZE—t&XB=+H
Cost B%N 87,706 246,840 434,808 769,354
Accumulated depreciation LEFE (38,858) (186,198) (211,129) (436,185)
Net book amount RERE 48,848 60,642 223,679 333,169
(a) The significant additions in leasehold improvements during the (@) RBEZF-N\FRA=1THILEXEA
six months ended June 30, 2018 are for the decoration and MIAEWMEREHREIZN - BHRE
improvement of the Group’s new headquarter in Guangzhou FEREMMFEE (BHERAE) B
(i.e. a leased office). S RBEE -
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)

P RAE SMBRRME (&)

8 INTANGIBLE ASSETS

8 EFEE

Computer
Licenses software Total
AR BB st
(Unaudited) usb usb usD
(RBER) EYH EYH ES
Six months ended June 30, BE=-ZT-—N\&
2018 ANA=THILEAXEA
Opening net book amount EIYIBREFE 449,436 11,665 461,101
Additions (Note a) wE (fia) 2,150,000 - 2,150,000
Amortisation iy (212,797) (765) (213,562)
Currency translation differences EHmE s - (313) (313)
Closing net book amount HREREFE 2,386,639 10,587 2,397,226
At June 30, 2018 R-ZE—-N\EXA=+H
Cost [p&N 4,474,874 30,559 4,505,433
Accumulated amortisation RETEY (2,088,235) (19,972) (2,108,207)
Net book amount ARMENFE 2,386,639 10,587 2,397,226
(Audited) (EBZ)
Six months ended June 30, BE-Z=—tH§
2017 ANA=tHIEAEA
Opening net book amount HRVIRR T F(E 56,255 12,493 68,748
Additions NE 473,000 - 473,000
Amortisation 8 (66,580) (1,174) (67,754)
Currency translation differences BEmEERE - 778 778
Closing net book amount R BREFE 462,675 12,097 474,772
At June 30, 2017 R-ZZE—tEXA=1H
Cost BXAR 2,274,874 28,690 2,303,564
Accumulated amortisation REt ke (1,812,199) (16,593) (1,828,792)
Net book amount REFE 462,675 12,097 474,772

(a)

The additions in licenses during the six months ended June 30,

2018 were mainly due to the payment of USD 2,000,000 to &
T ATE L EBEERHE B R A7) (Shenzhen Qianhai Huanjing
Network Technology Co., Ltd.), which is a fellow subsidiary of
7Road International Group Limited, a company that holds a
15.5% equity interest of the Company.

() RBE-ZT—NFXNA=+HBILEAMA
ROVFral I F2EHRAEER
FINTR B LODRBEREBER A A
(B A A R A15.5%0% # H7Road
International Group Limited#9[7] % K&
~al) ZARFF A #F2,000,000%E T ©

e

EHRE
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)

PSR S S B RR T ()

9 INVESTMENT IN AN ASSOCIATE

The amounts recognised in the balance sheet are as follows:

9 RBEQATRNRE
RAERERNRANSENT ¢

As at As at

June 30, December 31,

2018 2017

R-ZB—N\F R-ZT—+F

AA=+H +ZA=+—H

uUsbD uUsD

Ep ETT

(Unaudited) (Audited)

(REEEX) (&%)

Associate /NG| 672,360 681,625
The profit/losses recognised in the statement RIEzEXNERAEF BB

of profit or loss are as follows: R
Associate profit/(losses) B NEER S (EE) 2,360 47,274

Set out below are the details of the associate of the Group. The
associate as listed below has share capital consisting solely of
registered capital, which are held directly by the Group.

Details of investment in an associate as at June 30, 2018 and
December 31, 2017:

VAT #5I AR SE B A R E KL o T SO 5B
BRAMBRAESEEMRA - FRFEMRAR
MAREEESE -

RZE—N\EFEAA=THAERZT—tF+=A
=t+—HER—XRBEQRMIREFE -

Place of business/ % of ownership Nature of the ~ Measurement

Name of entity country of incorporation interest relationship method

BEEER XY ERRIER FREREREE DL (%) BENE FEREE

HEEERBERRDE (Shanghai Jiying Technology The PRC 20 (i) and(ii) Equity
Company Limited, “Shanghai Jiying”)

FEEERBERAR ([ HERE]) i 20 (i) K (i) L e

(i)  The Group has designated a member in the Board of Directors
which enables the Group to exercise significant influence
in Shanghai Jiying through the participation in operational,
investing and financing actions. Consequently, Shanghai Jiying
has been accounted for as an associate.

Shanghai Jiying is a private company engaged in game
operation and there is no quoted market price available for its

equity.

(ify There were no contingent liabilities relating to the Group’s
interest in the associate.
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)

P RAE SMBRRME (&)

9 INVESTMENT IN AN ASSOCIATE (continued) 9 REZEQNTINEE @
Movement of investments in associates is analysed as follows: RELNTIHIEENESONNT
As at As at
June 30, December 31,
2018 2017
R=B-N\F RIT—+4F
RAB=t+tH +ZA=+—H
usb usD
EPH ET
(Unaudited) (Audited)
(REER) (fe&\w=%)
At beginning of period L) 681,625 684,873
Share of profit/(losses) Frism ) (E18) 2,360 (47,274)
Currency translation differences BHmEEE (11,625) 44,026
Carrying value BREE 672,360 681,625
10 DEFERRED INCOME TAX 10 EIEFTBM
(Unaudited)
(REER)
Deferred Deferred
income tax income tax
assets liabilities
ELEFBHEE EEMSHER
usbD usD
EH ESH
As at January 1, 2018 RZZE—NF—A—H 239,452 (43,573)
Recognised in profit or loss RE&RFER 25,474 (30,535)
Currency translation differences EismE R (1,845) 236
As at June 30, 2018 RZZ—NFA=TH 263,081 (73,872)
(Audited)
(&%)
Deferred Deferred
income tax income tax
assets liabilities
BIEPFISTHEE EBEMEHAR
usD usb
EV ET
As at January 1, 2017 RZZE—+t&—HA—H 147,891 (27,362)
Recognised in profit or loss REm A #ER 140,675 (16,776)
Currency translation differences B mE =% 2,536 (303)
As at June 30, 2017 RZT—+tFA=1TH 291,102 (44,441)
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)
PSR S S B RR T ()

11 TRADE RECEIVABLES 11 EZERKIE
As at As at
June 30, December 31,
2018 2017

R-B-—N\E  H-FT—tF
AA=tE ft-A=t-H

usbD uUsD
EY EV
(Unaudited) (Audited)
(REER) (5 =%)
Trade receivables B 5 EWFIE 4,663,439 5,890,782
Less: allowance for impairment of B BB RUBGRIERE R
trade receivables (1,565,167) (1,698,689)
3,098,272 4,192,093
Trade receivables are arising from the development and operation of BIOREBARIBEREBEERBEBOMERE
online game business. The credit terms of trade receivables granted B -BTTFakE=FIRREHEBTNES
to the Platforms and third party payment vendors are usually zero to EUWHEEERBE S ATE1208 TR
120 days and zero to 30 days, respectively. Aging analysis based on 0E - NBEEAHEARENE SR FKIALR
invoice date of the gross trade receivables at the respective balance HEZHAHNKRRITOT ¢
sheet dates is as follows:
As at As at
June 30, December 31,
2018 2017
RZZB—N\F RZZT—+F
AA=+A +=ZA=+—H
uUsbD uUsbD
E3 ET
(Unaudited) (Audited)
(REER) (fE&%)
0-30 days 0£30H 1,869,681 1,278,010
31-90 days 31£290H 333,278 1,757,240
91-180 days 91£180H 417,802 948,332
Over 180 days #HEiE180H 2,042,678 1,907,200
4,663,439 5,890,782
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)
AR S Ot B IS IR AR EE (4D

11 TRADE RECEIVABLES (continued) 11 EZBWRIE @)
Movements in the provision for impairment of trade receivables that BESEITRAENANE 5 EKFIE 2 BERE
are assessed for impairment collectively are as follows: ZEIMT ¢
As at As at
June 30, December 31,
2018 2017

R=B—NE  H-TtF
XB=+R +=A=+-A8

usbD uUsSbD

ES ET

(Unaudited) (Audited)

(REEEZK) (&%)

At beginning of the period/year AEF4 1,698,689 1,358,953

(Reversal of)/provision for impairment RE S FRERRE

recognised during the period/year (BERR), BB (103,522) 339,736
Receivables written off during the EBTAIRE MR FR

period/year as uncollectible T B FE W k1A (30,000) -

At end of the period/year HE L ER 1,565,167 1,698,689
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)
PSR S S B RR T ()

12 PREPAYMENTS AND OTHER RECEIVABLES 12 AR REMEWRIE

As at As at
June 30, December 31,
2018 2017

R-B-—N\E  H-FT—tF
AA=tE ft-A=t-H

usbD uUsD
EY EV
(Unaudited) (Audited)
(REER) (5 =%)
Included in non-current assets HAERBEE
Prepayment for equity investments (Note (a)) A& AN (KizE(a)) 3,550,000 50,000
Prepayment for intangible assets I EEBMNR 265,775 50,000
Deposits e 54,991 55,938
Prepayment for leasehold improvements HEYERERNRK = 35,067
3,870,766 191,005
Included in current assets FFARBEE
Receivables relating to payment channels ERAMNFRBEMEYE (b))

(Note (b)) 13,448,973 11,930,540
Prepaid royalty fees Bt iR & 1,009,259 636,183
Prepaid advertising charges FENEEER 98,003 38,649
Deposits (to be recovered within 12 months) %% (#1218 B R4k @) 77,768 63,574
Prepaid server rental expenses TR RREEERS 49,123 95,168
Others Eb 148,161 132,800

14,831,287 12,896,914
18,702,053 13,087,919
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)
AR S Ot B IS IR AR EE (4D

12 PREPAYMENTS AND OTHER RECEIVABLES 12 FE{EREAMEWEIE &)

(Continued)
(a) WIERAREHTFAK :

(a) Two prepayment for equity investments:

Prepayment for the right to equity purchase of certain
shares of a company engaged in game operation, which
are to be determined at a later stage.

On April 20, 2018, the Company made a prepayment to
the shares to be issued by Nouveau Capital Partners
Corp. (“Nouveau”) to the Company, which is a company
established with limited liability in accordance with the
laws of BVI, and it is principally engaged in investment
holding, at a total consideration of USD3,500,000. As
at the date of this report, to the best of the Directors’
knowledge, Nouveau held approximately 16.27% of the
issued share capital in Bright Idea Life Company Limited
(B A EERMDERAF, “Bright Idea Life”). Bright Idea
Life is a company established with limited liability in
accordance with the laws of Taiwan district, which is

PRUE - RN FEEEENRRE
T WA EBERNORNR - £
REIRBEERETE -

RZTE—-—N\FWOA=Z+H AR
7] BtNouveau Capital Partners
Corp. ([Nouveau]) # m A& 2 7
BITHIRGIELTER T - BRER
3,500,000% jT ° Nouveau’ — R
BBERBELZBESEENINER
NA FEREREER - BER
HEHHE - BEEFMA - Nouveau
BEBEAEERMER AR (T8
AEE]) BEITIRAL16.27% °
HAEER—RBEAEEERK
UWERRDT  FEREFBEH

principally engaged in the provision of cultural and art B B)E - B RERRERIRE
promotion services via multimedia, animation, games and L REMHEERS - & /8/E1%
virtual reality technologies. The right to purchase of the BZBEHAEREBER % BER
shares will be effective when the Investment Commission 1 IR 25 AR R o

in Taiwan approve this transaction.

(b) Receivables relating to payment channels mainly represents (b)) EANKEENERKNEBFZER
the balances in PayPal and Skrill (formerly Moneybookers), for PayPal % Skrill (5] fMoneybookers) A
cash collection from game players for games operated on the B SR - Thmh pA AN SR [ A 2 ) 1% 1B
Group’s websites. mAEIT R KEN RS -
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)
PSR S S B RR T ()

13 SHARE CAPITAL AND SHARES HELD FOR

THE SHARE OPTION SCHEME

The total authorised share capital of the Company comprises
4,000,000,000 ordinary shares (December 31, 2017: 4,000,000,000
ordinary shares) with par value of USD0.001 per share (December
31, 2017: USDO0.001 per share).

As at June 30, 2018, the total number of issued ordinary shares
of the Company was 2,000,000,000 shares (December 31, 2017:
2,000,000,000 shares) which included 149,999,973 shares
(December 31, 2017: 149,999,973) held under the share incentive
scheme. They have been fully paid up.

A summary of movements in the Company’s share capital and
shares held for the Share Option Scheme are as follows:

13 %ZIK&?M%EQ#EE“I'EJ%’EE’\JBQ

N A AR 48K E IR A B $54,000,000,000
REBR(ZZE—tF+_A=+—8":
4,000,000,000f8 @) - MEREE A
0.001%x (ZE—tF+-A=+—8":
f%0.0012E7T) °

MRZZ—NEXA=Z1+H ARAFEHTEE
% 422 £2,000,000,0000% (—Z—t&FE+ =
A =-+—H :2,000,000,0000%) - £ & &
17 B 5t &1 55 B #9149,990,973 1) (=&
—+E+=-HF=+—H:149,999,973}%) °
ZERHDTHRKK -

RARRA LG ERET 2B NRD 2 28
BEMT -

Shares held

Number for the

of shares Share Share Option

in issue capital Scheme

B RES &

ERITROEE R BEHRS

(Unaudited) usbD usD

(REBER) EP EP
As at December 31, 2017 and RZZE—+tF+ZA=+—AHK

June 30, 2018 —ZZE-N\FARA=1+H 2,000,000,000 2,000,000 (150,000)
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)
AR S Ot B IS IR AR EE (4D

13 SHARE CAPITAL AND SHARES HELD FOR 13 AR mERES2EENR

THE SHARE OPTION SCHEME (continued)

(a) According to the written resolutions of all the members of the
Company dated November 2, 2015 and capitalisation issue
dated November 24, 2017, an aggregate of 150,000,000
ordinary shares were authorised and reserved for the issuance
to the employees, directors of the Group and other persons
pursuant to the share incentive scheme (the “Share Option
Scheme”) to be adopted by the Company.

The Company has appointed Core Trust Company Limited as the
trustee to assist with the administration and vesting of options
granted pursuant to the Share Option Scheme. On May 27, 2017,
the Company allotted and issued shares to Epic City Limited (“Share
Scheme Trust”), a wholly-owned subsidiary of Core Trust Company
Limited, which are or will be used to satisfy the options upon
exercise. The shares held by Share Scheme Trust are presented as
a deduction in equity as shares held for the Share Option Scheme.

During the six months ended June 30, 2018, the Share Scheme
Trust has not transferred any ordinary shares of the Company
(June 30, 2017: nil) to the grantees vesting of the awarded shares
(Note 15).

7 )

(@) RERHMA-_ZT-—RF+-HA-RAR
AEERERNEMREARELBEAR-E
—tF+—AZtTOEMNERET
& 3£150,000,000/% & i i B & & # &
R ARIEA QB TR B =B
st (ks E ) #TTAKERE
B EENHEMAL

ZRAF]EZECore Trust Company Limited
EAZTEAURBEIERFEBIRIEEREAS
BHOERE RZE—+ERA-_++8 -
AA ] Epic City Limited ([t E1=5E 1)
(Core Trust Company Limited®) 2 & B A
7)) Bo B R BATR - R LASUIS DA B BB AR
RETERNEE - RO EEERANRG
AR RS 2B AR D 25 BRI D o

REBE-Z - \FRA=Z+THINEAHRE -
A7 5T BIME ST R AIER A B RAR BMEAE
BR(CE—EFRNA=ZTH &) URB
SRR (MIFE15)
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)
PSR S S B RR T ()

14 RESERVES 14 f#E
Share-based Currency
Share payment Statutory  translation Other
premium reserves reserves difference reserves Total
MR HER B
ROEE WERREE EERE BREZER HitffE @t
(Unaudited) usb usb usb usb usb usb
(REER) EY EY EY EY EY EY
Balance at January 1, 2018 R-E-NF
—R—-ANER 35,603,166 612,443 872,867 (412,455) (742,332) 35,933,689
Appropriation to statutory BEZZTRE (Wita)
reserves (Note a) - - 159,542 - - 159,542
The Share Option Scheme BT 2l
- value of employee services —EERBHEE - 1,118,861 — — - 1,118,861
Currency translation differences ~ E#iEE =4 - - - (148,435) - (148,435)
Balance at June 30, 2018 RZB-N\F
NAZTHMNER 35,603,166 1,731,304 1,032,409 (560,890) (742,332) 37,063,657
(Audited)
(REXK)
Balance at January 1, 2017 R-E—tF
-B-BR&EH 455249 612,443 249,908  (969,583)  (742,332)  (394,315)
Currency translation differences ~ E#5iE =% - - - 387,339 - 387,339
Balance at June 30, 2017 RZB—t&
NAZ AL 455,249 612,443 249008 (582,244)  (742,332) (6,976)
(a) In accordance with the relevant laws and regulations in the (a) BRETENBERERERRURTEA

PRC and the Articles of Association of subsidiaries located
in the PRC, it is required to appropriate 10% of the annual
statutory net profits after offsetting any prior years’ losses
as determined under the PRC accounting standards, to the
statutory surplus reserve fund before distributing the net
profit. When the balance of the statutory surplus reserve fund
reaches 50% of the share capital, any further appropriation is
at the discretion of shareholders. The statutory surplus reserve
fund can be used to offset prior years’ losses, if any, and
may be converted into share capital by issuing new shares to
shareholders in proportion to their existing shareholding or by
increasing the par value of the shares currently held by them,
provided that the remaining balance of the statutory surplus
reserve fund after such issue is no less than 25% of share
capital.
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)
AR S Ot B IS IR AR EE (4D

15 SHARE-BASED PAYMENTS 15 LARD B E B AR

On February 15, 2018, 21,419,696 and 28,078,914 shares options
were granted under the Share Option Scheme, with exercise price
of Hong Kong Dollar 0.0074 and USDO0.0074 per share, respectively.
The vesting period of the share options granted is three years and
the vesting schedule is 33.33% after twelve months from the grant
date, 33.33% after twenty-four months from the grant date, and
33.34% after thirty-six months from the grant date.

The directors have used the Binomial option-pricing model to
determine the fair value of the share options as at the grant date.
Key assumptions, such as risk-free interest rate, expected volatility
and dividend yield, are required to be determined by the directors
with best estimates. The risk-free interest rate, expected volatility
and dividend yield were assessed to be 2.65%, 54.58% and 0%,
respectively.

Movements of the number of share options outstanding and their
related weighted average exercise prices are as follows:

RZZ—NFE=-F+HHB 21,419,696/ &
28,078,914 17 & fR # 5 RIAR & B AR A 51 21 %
- 1TEE S 5 A EAR0.00747%8 7T K0.0074
Ern- MELERENEBEHSA=F m
REREARNEBELEHET _—_BAREE
33.33% ' NIFHAHE - TINEAKES
33.33% ' KRFELBEHE=1+NEALESB
33.34%

ERCERA_BRARREEERETERE
RIFL BN A TE - EFAURELERE
EERRRX  EHRERREESEEER
R o mERFIE - FEENIE R R DRI
732.65% ~ 54.58% 0% ©

WARTTEEREN S B 28 Mz SRR
BRI IITEED T

Number of shares
under the option
BREETROHE

Six months ended June 30,

BEAA=THILAEA

2018 2017

—E-N\F —T—tF

usD usD

Average EYH T

exercise price (Unaudited) (Audited)

FHTEE (REER) (&%)

At beginning of the period B - -
Granted R it USD0.0046% T 49,498,610 -
Forfeited BRI USDO0.0043% T (6,656,109) -
At end of the period HR 42,842,501 -
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)
PSR S S B RR T ()

16 TRADE PAYABLES 16 B 5 ERE
The ageing analysis of trade payables based on invoice date is as B RENRBEORERS T RBEEZEAH) 0
follows: N
As at As at
June 30, December 31,
2018 2017

R=B—NF  HoTtF
XB=+R +=A=+-A8

usD usb

EYH ey

(Unaudited) (Audited)

(REBEZK) (E®|Z)

0-90 days 0Z90H 1,316,632 1,399,572
91-180 days 91ZE180H 1,047,127 1,052,690
181-360 days 181%E360H 1,044,107 1,239,275
Over 360 days #BiB360H 915,364 830,947
4,323,230 4,522,484
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)

P RAE SMBRRME (&)

17 OTHER GAINS/(LOSSES), NET

17 Htla (B18) 8

Six months ended June 30,

BEAA=TAHLEAEA

2018 2017
—Z2-N\F —E—+tF
uUsbD uUsbD
ES ET
(Unaudited) (Audited)
(REEEX) (&%)

Other gains Hith Wz
Initial license fee forfeited by a licensee  IFRF&BERNEN R IFFEERA 500,000 -
Foreign exchange gain, net fE 5 W s F 58 12,333 -
Others Hib 12,038 5,072
524,371 5,072

Other losses HingsiE
Foreign exchange losses, net ME 5 i 3 5 - (416,399)
Others HAtb (1,052) (45)
(1,052) (416,444)
Other gains/(losses), net Hibiz (EBE) FHE 523,319 (411,372)
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)
PSR S S B RR T ()

18 EXPENSES BY NATURE 18 M EESMWBEX

Six months ended June 30,

BEAA=TAHLEAEA

2018 2017
—E2-N\F —E—LF
uUsbD uUsbD
ES ET
(Unaudited) (Audited)
(REEEX) (&%)

Commission charges by Platforms and T & K8 =77 R RRAR S (P s WO Y
third party payment vendors BeEA 4,463,487 5,195,320
Employee benefits expenses EERAFXZ 2,686,961 1,357,662
Advertising expenses BEERX 1,635,729 871,830
Servers rental expenses FRBHERS 907,434 713,027
Depreciation and amortisation WrEe RS 467,231 148,719
Royalty fees hi 1 B 285,487 126,809
Office rental expenses PAEHERT 206,463 170,757
Other professional service fees HEMBEERKE 89,267 64,428
Office charges WAEBR 48,165 40,384

(Reversal)/impairment of trade Z SN IE CRERR),RiE

receivables (103,522) 350,174
Listing expenses ETRAX - 854,476
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)
AR S Ot B IS IR AR EE (4D

19 FINANCE (COSTS)/INCOME — NET 19 8% (&), WA B

Six months ended June 30,

BEAA=TAHLEAEA

2018 2017
—Z2-N\F —E—LF
uUsbD uUsbD
EH SV
(Unaudited) (Audited)
(REEEX) (&%)

Finance income B A
Interest income FEU A 1,997 1,900
Foreign exchange gains, net P 3 W 2 5 58 - 12,572
1,997 14,472

Finance costs B A
Foreign exchange losses, net P& 5B 1R F 58 (328,916) -
Finance (costs)/income — net B (RA),/ WA B (326,919) 14,472

20 FTEBiBE

AEERBE_Z - \FR-T—tFR A=
THEAREARNASHREI TN

20 INCOME TAX EXPENSE

The income tax expense of the Group for the six months ended June
30, 2018 and 2017 is analysed as follows:

Six months ended June 30,

BEAA=THLEAEA

2018 2017

—E-N\F —E—LF

usbD uUsbD

EH eV

(Unaudited) (Audited)

(REER) (f8E%)

Current income tax BNERRRISHY

— PRC and Hong Kong — R REE 837,057 1,126,078
— Overseas withholding income tax — BINBHIFAER 163,321 81,919
Deferred tax (Note 10) IREFLE (Mi5E10) 5,061 (123,899)
1,005,439 1,084,098
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)

PSR S S B RR T ()

21 EARNINGS PER SHARE

Basic

Basic earnings per share (“EPS”) is calculated by dividing the profit
attributable to owners of the Company by the weighted average
number of ordinary shares in issue less shares held for the Share
Option Scheme during the six months ended June 30, 2018.

21

BREF

X

REBEEZZ-N\ERA=Z+HIEAEAR 8K
EABRMIEARBRE AEIERMRIACD &
TR P19 B B B R s B Rt 3 A
BB ETE -

Six months ended June 30,
BZEANA=1+HILAKEAR

2018 2017
—g2-N\#F i
(Unaudited) (Restated)
(REEEZX) (E%)
Profit attributable to owners of RAEHEE ARG RS (£7T)
the Company (USD) 2,194,105 2,268,888

Weighted average number of ordinary
shares in issue less shares held
for the Share Option Scheme (Note a)
— Basic EPS (in cents/share)

— BRERZEF (L)

EETR NG I B mAE B R
BB RERT B8R A R (Kf5Ea)

1,850,000,027
0.12

1,350,000,027
0.17

(a) Pursuant to the shareholders’ resolutions passed on November
24, 2017, an aggregate of 1,488,888,778 shares of USD0.001
each were allotted issued, credited as fully paid at par, by
way of capitalisation of the sum of USD1,488,889 from the
share premium account, to the then existing shareholders
of the Company on December 15, 2017. In determining the
numbers of ordinary shares in issue for June 30, 2017, a total
of 1,500,000,000 ordinary shares were deemed to be in issue
since January 1, 2017.

The EPS is based on that 1,850,000,027 and 1,350,000,027 shares
were the weighted average number of ordinary shares in issue
excluding the 149,999,973 (June 30, 2017:149,999,973) shares held
for the Share Option Scheme for the the six months ended June 30,
2018, without taking into account any shares which may be granted
and issued by the Company pursuant to the Share Option Scheme.
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(@) RER-_ZT—tF+-—A-+HEORREB
HYBBROR GRS - B B 1 B i (B R P 3%
781,488,889 LIERMEAR N - F —
tFE+ - ATHBRAARRERFEDN
M =R B B K2 B 4T & #£1,488,888,778)%
FM M E0.001E TR EE ARSI B
G  HEER -T—LFRA
STHEBTHNERARBARK &K
1,500,000,000i F WA IR BE — T —
tF-A—HEEH#HT -

BRANIZRE HTHME T ERREE
#41,850,000,027 /% }%1,350,000,027f% (&
BEE_Z—/\FRA=+HIENEARER
TR EIFE B #9149,999,973% (Z T —+F X
A=-1H :149,999,973[)) t& » & F&t
N AR R BRIBRE A A 8 R H M BTN (AR
Bt o



NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)

P RAE SMBRRME (&)

21 EARNINGS PER SHARE (continued) 21 BRER &)

Diluted

The share options and awarded shares granted by the Company
have potential dilutive effect on the EPS. Diluted EPS is calculated
by adjusting the weighted average number of ordinary shares in
issue less shares held for the Share Option Scheme outstanding by
the assumption of the conversion of all potential dilutive ordinary
shares arising from share options and awarded shares granted by
the Company (collectively forming the denominator for computing
the diluted EPS). No adjustment is made to earnings (numerator).

5]

ARRAFR N HREE & RE A B R AN A
BEEEER - SRESRN D BTER
B ey 0 P10 BUR L B AR HE AT Bl IS B M BATHE
SNRD B B R METE - Mt HR&EA AT
B BB R S BB A PR EE AL O P A B
EEARREER (AR ESREER
MEyD &) o B (DF) WEIFRHE

Six months ended June 30,
BZEANA=1+HILAKEAR

2018 2017
=F myly Tt
(Unaudited) (Restated)
(REEEZX) (&%)
Profit attributable to owners of the RAEHE ARG RS ((7T)
Company (USD) 2,194,105 2,268,888

Weighted average number of ordinary BT E @R INE T BUR B

shares in issue less shares held for IR BB R G
the Share Option Scheme

Adjustments for share options and LB AR #E K SR AR D 1E T B
awarded shares
— Diluted EPS (in cents/share) — FRESERTF (1L, &)

1,850,000,027 1,350,000,027

5,013,127 -
0.12 0.17

No adjustment has been made to basic earnings per share to derive
at the diluted earnings per share for the six months ended June 30,
2017 as the Company did not have any potential ordinary shares
outstanding as at June 30, 2017.

MRAAFR - E— L&A A=+ B LA AE
TEHEIE N M B BAR - PR3 A R B
BE - UHERE-TtEAAZ+HEEAMEA
B G REE R -

BREPEEFRAR ZT—/\FHR



NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)
PSR S S B RR T ()

22 DIVIDEND 22 R E
The directors of the Company did not recommend the payment of ARBEETEFZRTHE_ZE—N\F A=
any dividend for the six months ended June 30, 2018 (June 30, THERNEAZE@MRE (ZE—+FRA=
2017: same). +H : H8E) o

23 SIGNIFICANT RELATED PARTY 23 EXBEAIXRS
TRANSACTIONS

(a) Key management personnel compensations (a) FAREEE A B WH M
The compensations paid or payable to key management MEERBENKENAREREEAS
personnel (including directors, chief executive officer and other (BEEE  aFERTE REMSRITR
senior executives) for employee services are shown below: AB) BF RO T

Six months ended June 30,

BEAA=THLEAEA

2018 2017
—E-N\F —E—+tF
uUsbD uUsD
EY Er
(Unaudited) (Audited)
(REEEZX) (&%)
Wages and salaries TERFS 110,215 97,101
Pension costs — defined contribution BEEZEHAN — REHRGE
plans 11,994 8,125
Other social security costs, housing Hib it SRERA - FEEF &
benefits and other employee benefits Efbig 8 &7 15,707 11,038
137,916 116,264
(b) Other transactions and outstanding (b) HEBAFNEMRTZ RKRE
balance with related parties ,‘.’xn
During the six months ended June 30, 2018, Shanghai Jiying, REBEZ-ZF—-NFRA=THIERE
an associate of the Group provided game development A LE&EE (KREEMNEE QR
services to the Group. The balance of prepayment as at June AEBBHREBRAZERYE RZT—N
30, 2018 was USD263,883 (December 31, 2017: USD215,040), FRNA=THMWTEN K4 84 £263,883
represented prepaid royalty fee to Shanghai Jiying for a virtual En(ZTE—kF+ZA=+—8:
reality game. 215,040%70) * IRERBREERM L

BEBRNOREE -
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)
AR S Ot B IS IR AR EE (4D

23 SIGNIFICANT RELATED PARTY 23 EXRBEEIXRZ @
TRANSACTIONS (Continued)

(b) Other transactions and outstanding (b) HEABMAFNEMRE RAKRE
+

balance with related parties (Continued)

YA REREARAA (Shenzhen 7th Road Technology
Co., Ltd.) is a fellow subsidiary of 7Road International Group
Limited, which holds 15.5% shareholding of the Company.
During the six months ended June 30, 2018, Shenzhen
7th Road Technology Co., Ltd. and its fellow subsidiaries
(collectively, “7th Road”) provided the game licenses to the
Group. During the six months ended June 30, 2018, the
Group paid 7th Road USD2,000,000 for game licenses, which
was recognised as intangible asset (six months ended June
30, 2017: nil). The amortisation of license fees and royalty
fees was USD337,873 (six months ended June 30, 2017:
USD78,388). Royalty fees offset against the online game
revenue was USD1,201,497 (six months ended June 30,
2017: USD1,907,278). The balance of payable to 7th Road
as at June 30, 2018 was USD2,849,871 (December 31, 2017:
USD3,324,748).

Balances with related parties were unsecured, interest-free and
repayable according to agreed credit term.

24 COMMITMENTS

(a) Capital commitments

The Group’s capital expenditure contracted for at the end of
the period/year but not yet incurred is as follows:

nl:lgl% (%%’i)

FHELRERMBEBERABDABAEA
N A15.5%[% # #)7Road International
Group Limited® R ZH B R - REZE
—E-NFEXRA=ZTBHIEXNER - FY
FLREVNBEBERARRERRZWNEA
Bl (mBAIELRE] AASBEREHE
FESETE  c REE - /\FERAZ
THIEAEAR  ANEBEEESER
F A 12,000,000 7T+ Mz,
HFHRERREVEAE (BHE=-Z—+
FRAZTAHIEAMEA : #8) - CHHE
FFEE R hRiE R A337,873% T (BE=
T—tHENA=ZFTHILAMA : 78,388
FETT) o BB EERAKERREE A
1,201,497% 70 (BE=ZT—tF A=
+HIEAEA £ 1,907,278%0) - K=
E-N\EXNAZTHENTFELREN
HE8252,849,871E L (ZT—EF+ =
A=+—H :3,324,748%T) °

BRI T A0 B IR - @ B R
BENEEEREE -

24 EiE
(a) EAREIE

AEERE,/ FREFTHERREED
BRI

As at As at
June 30, December 31,
2018 2017

R-B-NF  W-T+F
AA=tE +-A=t-F

usbD uUsbD

E ET

(Unaudited) (Audited)

(REEEX) (f&ER)

Not later than 1 year TER1E - 665,099
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)
PSR S S B RR T ()

24 COMMITMENTS (continued) 24 EIE o)
(b) Operating lease commitments (b) REHEAE

The Group leases office buildings under non-cancellable REBERBAIHENECEHEREE

operating lease agreements. The lease terms are between 1 to ENRNERE - HEHHRI1ZEIF -

9 years.

The Group’s future aggregate minimum lease payments under AEERBETAIRBENCERERNRR

non-cancellable operating leases are as follows: SEBEMNFEREAT
As at As at

June 30, December 31,

2018 2017

R-B-—N\E  WH-F—tF
AA=tE +-A=t+-H

usbD uUsD
ES ET
(Unaudited) (Audited)
(REEEZK) (l&FE%)
Not later than 1 year TEM1F 405,772 553,446
Later than 1 year and not later than BMMFENER2F
2 years 371,565 375,813
Later than 2 years and not later than ER2FETENR3F
3 years 357,324 356,611
Later than 3 years and not later than BRIFETIEBRSF
5 years 714,647 738,214
1,849,308 2,024,084
25 CONTINGENT LIABILITIES 25 HAREE
There were no significant contingent liabilities as at June 30, 2018 RZZE—NEFR_ZE—tFAA=+HEHUES
and 2017. AFREE o
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