UNITED STATES DISTRICT COURT
CENTRAL DISTRICT OF CALIFORNIA

JOSEPH FRAGALA, INDIVIDUALLY AND
ON BEHALF OF ALL OTHERS SIMILARLY
SITUATED,

Plaintiff,

V.
500.COM LIMITED, MAN SAN LAW,
ZHENGMING PAN, DEUTSCHE BANK
SECURITIES INC., PIPER JAFFRAY & CO.,
AND OPPENHEIMER & CO. INC,,

Defendants.

No. 2:15-CV-01463-JFW (Ex)

NOTICE OF PROPOSED
SETTLEMENT OF CLASS ACTION

AND SETTLEMENT FAIRNESS
HEARING, AND MOTION

FOR ATTORNEYS’ FEES AND
REIMBURSEMENT OF EXPENSES

Judge: Hon. John F. Walter

Your legal rights may be affected - Please read this Notice carefully.

To:  All Persons (including, without limitation, their beneficiaries) who purchased or

otherwise acquired American Depository Shares (“ADSs”) of 500.com Limited

(“500.com” or ‘“the Company’’) between November 22, 2013 and March 2, 2015,

inclusive (collectively, the “Settlement Class’).

If you meet the above definition of the Settlement Class, you could get a payment from a

class action settlement.

A federal court authorized this Notice. This is not a solicitation from a lawyer.

The purpose of this Notice is to inform you of a proposed settlement of this class action
(the “Action”) for a cash payment of $2,500,000.00 (two million five hundred thousand dollars)
(the “Settlement Fund”) and the scheduling of a settlement fairness hearing with respect to the
proposed settlement and the motion of the Lead Plaintiff and Plaintiff’s Counsel for an award of
attorneys’ fees and reimbursement of expenses. Documents related to the proposed settlement
are available on the Settlement website established by the Notice and Claims Administrator (the

“Claims Administrator”) at www.rg2claims.com/500.com.html.

This Notice describes important rights you may have and what steps you must take if you

wish to participate in the Settlement or wish to be excluded from the Settlement Class.



YOUR LEGAL RIGHTS AND OPTIONS IN THE SETTLEMENT:

SUBMIT A CLAIM FORM Deadline January 14, 2017. This is the only
way to receive a payment from the Settlement
Fund.

EXCLUDE YOURSELF FROM THE Deadline December 30, 2016. Receive no pay-

SETTLEMENT CLASS ment from the Settlement. If the Court ap-

proves the Settlement, this is the only option
that allows you ever to participate in any other
lawsuit against the Released Parties (defined
below) which involves the Released Claims
(defined below).

OBJECT Deadline December 30, 2016. You may write
to the Court if you do not like this Settlement
or the request for an award of attorneys’ fees
and reimbursement of expenses. You may not
object if you have excluded yourself from the
Settlement.

GO TO THE SETTLEMENT HEARING [ Settlement Hearing March 6, 2017 at 1:30 p.m.
Whether or not you object to the Settlement,
you may ask to speak in Court about the fair-
ness of the Settlement. The Deadline to ask to

speak in Court about the Settlement is Decem-
ber 30, 2016.

DO NOTHING Receive no payment if you do not submit a
claim form.

These rights and options - and the deadlines to exercise them - are explained in this Notice.

The Court presiding over this case must decide whether to approve the Settlement. Pay-
ments will be made only if the Court approves the Settlement, and if there are any appeals, after
appeals are resolved, and the Claims Administrator has had an opportunity to process all claim
forms. Please be patient.

Your legal rights are affected whether you act or do not act. Please read this Notice carefully.
SPECIAL NOTICE TO NOMINEES OR CUSTODIANS

The Court has ordered that if you acquired 500.com ADSs between November 22, 2013
and March 2, 2015, inclusive, as a nominee or custodian, then, within ten (10) days after you
receive this Notice, you must, at your option, either (i) send this Notice and Proof of Claim and
Release (“Proof of Claim”) to the beneficial owner, or (i1) request the Claims Administrator to
send you additional copies of this Notice and the Proof of Claim sufficient to deliver to all ben-
eficial owners, and within ten (10) days after receipt thereof make such delivery to all beneficial
owners, or (iii) provide a list of the names and addresses or email addresses of all beneficial
owners to the Claims Administrator, who will send those Persons a copy of this Notice and the
Proof of Claim by first class mail or email. Nominees who elect to themselves deliver the Notice
and Proof of Claim to their beneficial owners shall send a statement to the Claims Administrator




confirming that the delivery was made as directed, and subject to any confidentiality agreement,
statute or regulation that may limit their ability to do so, shall provide the Claims Administrator
with a list of the names and addresses of the Persons to whom the Notice and Proof of Claim
were delivered.

If you choose to deliver the Notice and Proof of Claim yourself, you may obtain from the
Claims Administrator (without cost to you) as many additional copies of these documents as you
will need to complete the delivery, by submitting a request to:

500.COM Limited Securities Litigation Settlement
RG/2 Claims Administration LLC
P.O. Box 59479
Philadelphia, PA 19102-9479
Toll Free Number: (866) 742-4955
www.rg2claims.com/500.com.html

Regardless of whether you choose to complete the delivery yourself or elect to have the
delivery performed for you, you may obtain reimbursement for reasonable administrative costs
actually incurred in connection with forwarding the Notice and Proof of Claim and which would
not have been incurred but for the obligation to forward the Notice and Proof of Claim, upon
submission of appropriate documentation to the Claims Administrator. The Claims Adminis-
trator has also maintained on its website pdf versions of this Notice and the Proof of Claim.
Delivery to beneficial owners may be effected through electronic means.

SUMMARY OF NOTICE

Summary of the Proposed Settlement

* The Lead Plaintiff' and Defendants® have entered into a proposed settlement releasing
all claims that were asserted or could have been asserted by the Lead Plaintiff in the
Action, individually and on behalf of the Settlement Class, against 500.com, Defendants
and other Released Parties.?

* Under the terms of the proposed Settlement, the aggregate amount of $2,500,000.00
will be paid into the Settlement Fund. These funds (less Court-approved attorneys’ fees
and reimbursement of expenses and the costs of claims administration) shall be paid to
the Settlement Class pursuant to the Plan of Allocation.

1 “Lead Plaintiff” means the representative plaintiff in the Action, namely Liu Shaolin.
2 “Defendants” are 500.com, Man San Law and Zhengming Pan.

3 “Released Parties” means (i) 500.com, its past, present and future, direct or indirect, parent entities, associates, affiliates and subsidiar-
ies, each and all of their respective past, present and future directors, officers, partners, alleged partners, stockholders, predecessors, suc-
cessors and employees and each and all of their underwriters, attorneys, advisors, consultants, trustees, insurers, co-insurers, reinsurers,
representatives and assigns; (ii) each of the Individual Defendants and their respective present, past and future spouses, parents, siblings,
children, grandparents and grandchildren, the present, past and future spouses of their respective parents, siblings and children and the
present, past and future parents and siblings of their respective spouses, including step and adoptive relationships; (iii) any and all persons,
firms, trusts, corporations and other entities in which any of the Defendants or foregoing Released Parties has a financial interest or was a
founder, settler or creator and, in their capacity as such, any and all officers, directors, employees, trustees, beneficiaries, settlers, creators,
attorneys, consultants, agents or representatives of any such person, firm, trust, corporation or other entity; and (iv) in their capacity as
such, the legal representatives, heirs, executors, administrators, predecessors, successors, predecessors-in-interest, successors-in-interest
and assigns of any of the foregoing.



Statement of Settlement Class Members’ Recovery

Estimates of the percentage recovery on the potential claims that may be filed vary de-
pending on a number of factors including the class period utilized, the trading model and the re-
gression model used to estimate damages. The estimates attempt to determine economic losses
caused by the alleged violations of the federal securities laws as opposed to losses caused by
market or industry factors or company-specific factors unrelated to the alleged violations of law.
The estimates were, among other things, based upon a review of publicly available information
regarding 500.com, a statistical analysis of the price movements of 500.com ADSs and the price
performance of relevant market and peer indices during the Settlement Class Period.

Based however on the $35.5 million reported losses of investments in 500.com ADSs,
Lead Plaintiff approximates (assuming that all Settlement Class Members file claims equal in the
aggregate to the losses) that Settlement Class Members will receive from the Settlement Fund,
before deduction of Court-awarded attorneys’ fees and expenses and the costs of claims admin-
istration, approximately 7% of losses. This represents, based on Lead Plaintiff’s approximation,
arecovery of approximately $0.17 per ADS. That percentage recovery, however, could be higher
if less than all Settlement Class Members file claims.

Statement of Potential Outcome of Settled Claims

The Settlement must be compared to the risk of no recovery on the relevant claims after
contested dispositive motions, trial and likely appeals. The claims being settled involve complex
legal and factual issues, many of which would require expert testimony. Among the many key
issues about which Lead Plaintiff and Defendants do not agree are (1) whether any of the Defen-
dants violated federal law or otherwise engaged in any wrongdoing; (2) whether any Defendants
acted negligently, recklessly or with intent to defraud; (3) whether the misrepresentations and
omissions alleged by Lead Plaintiff were material, false, misleading or otherwise actionable; (4)
the extent to which putative class members relied on the alleged misrepresentations and omis-
sions; (5) the method for determining whether, and the extent to which, investors suffered injury
and damages that could be recovered at trial. In addition, even if Lead Plaintiff were to obtain
a judgment against 500.com or Defendants that is affirmed on appeal, complex legal and factual
issues may impede Lead Plaintiff’s efforts to collect such a judgment on behalf of shareholders.

Reason for Settlement

Lead Plaintiff and Plaintiff’s Counsel, who have extensive experience in securities and
complex shareholder class-action litigation, believe that the Settlement provides the Settlement
Class with significant and certain benefits now and eliminates the risk of no recovery following
what would be years of further uncertain litigation, including the disposition of a class certifica-
tion motion, motion for summary judgment, and if summary judgment is not granted to Defen-
dants, a contested trial and likely appeals, with the possibility of no recovery at all. Lead Plaintiff
and Defendants vigorously disagree on both liability and the amount of money that could have
been won if Lead Plaintiff prevailed at trial. The parties disagree about (1) the amount of al-
leged damages, if any, that could be recovered at trial; (2) the other causes of the loss in the value
of the stock at the end of the Class Period; (3) the proper measure of alleged damages; (4) the
extent that various facts alleged by the Lead Plaintiff were materially false and misleading; and
(5) whether the facts alleged were material, false, misleading or otherwise actionable under the
securities laws.



Lead Plaintiff, in proposing that the Court approve the $2,500,000.00 (two million five
hundred thousand dollar) settlement as fair, reasonable and adequate to the Settlement Class, has
considered, among other factors, Lead Plaintiff’s ability to prevail on the contested factual and
legal issues summarized in the Statement of Potential Outcome of Settled Claims (above). There
was a significant risk that Lead Plaintiff’s claims could have been dismissed or limited prior to
or at trial, or on appeal from a jury verdict. In addition, Plaintiff’s Counsel considered the reality
that substantially all of 500.com’s assets are located in the People’s Republic of China. Accord-
ingly, Lead Plaintiff concluded that there is a substantial risk that it would not be able to enforce
any judgment that it might obtain in this action.

Lead Plaintiff will file with the Court on or before February 6, 2017, a formal motion for
approval of the proposed Settlement further discussing the reasons justifying the settlement.

Defendants have denied and continue to deny each and all of the claims and contentions
alleged in the Action and believe that they have meritorious defenses to those claims and conten-
tions. The Settlement shall in no event be construed as, or deemed to be evidence of, an admis-
sion or concession by any of the Defendants or Released Parties with respect to any claim of any
fault or liability or wrongdoing or damage to the Lead Plaintiff, the Settlement Class Members
or any Person.

Statement of Attorneys’ Fees and Expenses

Plaintiff’s Counsel have not received any payment to date for their work or expenses
incurred in investigating the facts, conducting this litigation and negotiating the Settlement on
behalf of the Lead Plaintiff and the Settlement Class. Plaintiff’s Counsel will ask the Court to
approve payment from the Settlement Fund of attorneys’ fees of up to 25% of the Settlement
Fund and for reimbursement of expenses that were advanced by Plaintiff’s Counsel through Sep-
tember 12, 2016 in connection with the litigation. The average cost per ADS for the attorneys’
fees and reimbursement of expenses to be sought by Plaintiff’s Counsel is $0.05.

If the above amounts are requested and approved by the Court, based upon current infor-
mation, fees and expenses are estimated at approximately 27% of the Settlement Fund.

Dismissal and Releases

If the proposed Settlement is approved, the Court will enter a Final Judgment and Order
of Dismissal with Prejudice (the “Final Judgment”). The Final Judgment will dismiss with prej-
udice the claims asserted in the Action against Defendants. The Final Judgment will also provide
that all Settlement Class Members shall be deemed to have released and forever discharged all
Released Claims against all Released Parties. The specific terms of the releases, including the
meaning of the term “Released Claims,” are set forth in the Stipulation.

Unless you exclude yourself from the Settlement Class, you will be releasing claims you
may have against the Released Parties.



WHAT THIS NOTICE CONTAINS

BASIC INFORMATION

L. Why did I receive this notice package?
2. What is this lawsuit about?

3. Why is this a class action?
WHO IS IN THE SETTLEMENT
4. How do I know if I am part of the settlement?
5. What are the exceptions to being included?
6. I’'m still not sure if I'm included.

THE SETTLEMENT BENEFITS - WHAT YOU GET

7. What does the settlement provide?
8. How much will my payment be?

HOW YOU GET A PAYMENT - SUBMITTING A CLAIM FORM
9. How can I obtain a payment?

10.  When will I receive my payment?
11.  What am I giving up to receive a payment?

THE LAWYERS REPRESENTING YOU
12. Do I have a lawyer in the case?
13.  How will the lawyers be paid?

EXCLUDING YOURSELF FROM THE SETTLEMENT
14.  How do I exclude myself from the Settlement?
15.  If I do not exclude myself from the Settlement, can I sue the Released Parties
for the same thing later?
16.  If I exclude myself, can I get money from this Settlement?

OBJECTING TO THE SETTLEMENT
17.  How do I tell the Court that I do not like the Settlement?
18.  What is the difference between objecting and requesting exclusion?

THE COURT’S SETTLEMENT HEARING
19.  When and where will the Court decide whether to approve the settlement?
20. Do I have to come to the Hearing?
21.  May I speak at the Hearing?

IF YOU DO NOTHING
22.  What happens if I do nothing at all?

GETTING MORE INFORMATION
23. Are there more details about the settlement?

THE PLAN OF ALLOCATION
24.  What is the objective of the Plan of Allocation?
25.  How does the Plan of Allocation calculate Class Members’ recognized loss?
26.  What are the additional details of the Plan of Allocation?



BASIC INFORMATION
1. Why Did I Receive This Notice Package?

You or someone in your family may have purchased or acquired an American Depository
Share of 500.com during the period November 22, 2013 to March 2, 2015, inclusive.

This Notice was sent because you have a right to know about a proposed settlement of a
class action lawsuit concerning 500.com, and about all of your options, before the Court decides
whether to approve the Settlement. If the Court approves the Settlement and after any objections
or appeals are resolved, the Claims Administrator appointed by the Court will recommend that
payments be made to those Settlement Class Members who timely submit valid claims in the
manner described below. Persons who are not Settlement Class Members may have received
this Notice. If you seek to obtain a distribution from the Settlement in this Action, it is your
responsibility to demonstrate that you are a member of the Settlement Class.

This Notice explains the lawsuit, the Settlement, your legal rights, what benefits are avail-
able, who is eligible for them and how to get them.

The Court in charge of the case is the United States District Court for the Central
District of California, and the case is known as Joseph Fragala v. 500.com Limited, et al.,
Case No. 2:15-cv-01463-JFW.

The Lead Plaintiff in this action — Liu Shaolin —is called the Lead Plaintiff.

Defendants are 500.com Limited (“500.com” or “the Company”’), and Man San Law
and Zhengming Pan (collectively, the “Defendants™). All claims against these Defendants will
be released if the Settlement is approved.

The Settling Parties are the Lead Plaintiff and Defendants.
2. What Is This Lawsuit About?

This lawsuit alleges that Defendants misrepresented or omitted material information re-
garding the Company’s status as a licensed provider of online lottery services within the People’s
Republic of China and the Company’s maintenance of adequate internal controls. Defendants
deny the allegations.

3. Why Is This a Class Action?

In a class action, one or more people or entities called class representatives (in this case
the Lead Plaintiff) sue on behalf of people who have similar claims. Here, all these people are
called a class or class members, and those included in this Settlement are called a Settlement
Class or Settlement Class Members. One court resolves the issues for all class members, except
for those who timely and validly excluded themselves from the class. United States District
Judge, the Honorable John F. Walter, is in charge of this class action.



WHO IS PART OF THE SETTLEMENT

To see if you will receive money from this Settlement, you first have to determine if you
are a Settlement Class Member.

4. How Do I Know if I Am Part of the Settlement?

For purposes of the Settlement, the Court has provisionally approved the following
definition of the Settlement Class:

All Persons (including, without limitation, their beneficiaries) who purchased or
otherwise acquired 500.com ADSs between November 22, 2013 and March 2,
2015, inclusive.

5. What Are the Exceptions to Being Included?

The Settlement Class excludes (i) those Persons who timely and validly request exclusion
from the Settlement Class and (ii) Defendants and any entity in which the Defendants have a
controlling interest, and the officers, directors, affiliates, legal representatives, immediate family
members, heirs, successors, subsidiaries and/or assigns of any such individual or entity in their
capacity as such.

6. I’m Still Not Sure if I Am Included.

If you are still not sure whether you are included, you can ask for free help. You can
request additional information from the persons identified in Question 23 below. Or you can fill
out and return the claim form described in question 9, to see if you qualify.

THE SETTLEMENT BENEFITS — WHAT YOU GET
7. What Does the Settlement Provide?

500.com has agreed to cause to be paid $2,500,000.00 (two million five hundred thou-
sand dollars) in cash into the Settlement Fund. The Settlement Fund, after payment of Court-ap-
proved attorneys’ fees and expenses and the costs of claims administration, including the costs of
printing and mailing this Notice and the cost of publishing notice (the “Net Settlement Fund”),
will be divided among all eligible Settlement Class Members who send in valid claim forms
pursuant to the Plan of Allocation described below.

8. How Much Will My Payment Be?

Your share of the Net Settlement Fund will depend on the size of your net loss compared to
the aggregate net loss of principal of all Settlement Class Members who submit valid claim forms.

You can calculate your net loss in accordance with the explanation below in the Plan of
Allocation. After the deadline for submitting a Proof of Claim, the payment you receive will re-
flect your net loss in relation to the net loss of all Settlement Class Members who submit a valid
Proof of Claim. The net loss is not the amount of the payment that you can expect, but is used to
determine how the Net Settlement Fund will be allocated among all Settlement Class Members
who submit valid claims.



9. How Will I Obtain a Payment?

To qualify for payment, you must be an eligible Settlement Class Member, submit a valid
Proof of Claim and properly document your claim as described in the Proof of Claim. A Proof
of Claim form is enclosed with this Notice. You may also get a Proof of Claim form on the in-
ternet at www.rg2claims.com/500.com.html. Read the instructions carefully, fill out the Proof
of Claim, include the documents the form asks for, sign it and submit it so that it is received by
the Administrator no later than January 14, 2017.

Only beneficial owners may file a Proof of Claim with respect to each ADS. Where the
record owner of shares is a nominee, custodian or other Person acting in a materially similar
fashion on behalf of one or more beneficial owners, that nominee, custodian or other Person is
not a beneficial owner and may not file a Proof of Claim on behalf of any such beneficial owners.
However, executors, administrators, guardians, conservators or other legal representatives may
file Proofs of Claim on behalf of beneficial owners.

10. When Will I Receive My Payment?

The Court will hold a hearing on March 6, 2017 to decide whether to approve the Settle-
ment. If the Court approves the Settlement, there may be appeals. It is always uncertain how
these appeals will be resolved, and resolving them can take time, perhaps more than a year. After
any approval by the Court and any appeals are decided favorably, it will take several months for
the Claims Administrator to process all of the Proof of Claim forms and to determine and pay
the ultimate distribution amounts.

11. What Am I Giving Up to Receive a Payment?

Unless you timely exclude yourself from the Settlement Class by the December 30, 2016
deadline, you are a member of the Settlement Class and will be bound by the release of claims
against the Defendants and the Released Parties. That means that you cannot sue, continue to
sue, or be part of any other lawsuit against 500.com, the Defendants or the Released Parties
about the Released Claims. The specific terms of the release are included in the Stipulation.

THE LAWYERS REPRESENTING Y

12. Do I Have a Lawyer in This Case?

The law firm of Levi & Korsinsky LLP brought the Action on behalf of the Lead Plaintiff
and they represent you and all other Settlement Class Members. These lawyers are called Plain-
tiff’s Counsel. You will not be charged for these lawyers. If you want to be represented by your
own lawyer, you may hire one at your own expense.

13. How Will the Lawyers Be Paid?

Plaintiff’s Counsel will ask the Court for attorneys’ fees up to 25% of the $2,500,000.00
Settlement Fund, and for expenses that were advanced through September 12, 2016 by Plain-
tiff’s Counsel in connection with the litigation. Such sums as may be approved by the Court will



be paid from the Settlement Fund. Settlement Class Members are not personally liable for any
such fees or expenses.

The attorneys’ fees and expenses requested represent payment to Plaintiff’s Counsel for
their efforts in achieving this Settlement and for their risk in undertaking this representation on
a wholly contingent basis. Since the case began, Plaintiff’s Counsel has undertaken extensive
work necessary to prepare and litigate the Action. To date, Plaintiff’s Counsel have not been
paid for their services in conducting this litigation on behalf of the Lead Plaintiff and the Settle-
ment Class, nor for their expenses. The fee requested will compensate Plaintiff’s Counsel in
part for their work and expenses in achieving the Settlement.

Plaintiff’s Counsel shall file a motion with the Court for approval of the Settlement, the
Plan of Allocation and the request for attorneys’ fees and reimbursement of expenses by Febru-
ary 6, 2017. Copies of that motion will be posted on the Claim Administrator’s website. De-
fendants takes no position with respect to the request for attorneys’ fees and reimbursement of
expenses. The Court determines the amount counsel should receive from the Settlement Fund
for fees and expenses separately from its determination of whether the Settlement is fair, reason-
able and adequate, and may award less than the amount Plaintiff’s Counsel has requested.

EXCLUDING YOURSELF FROM THE SETTLEMENT

14. How Do I Exclude Myself From the Settlement?

If you want to retain the right to sue or to continue to sue the Released Parties on your
own about the claims being released in this Settlement, then you must take steps to exclude your-
self from the Settlement. This is referred to as opting out of the Settlement Class, and persons
who do so are referred to as “Opt-Outs”.

Excluding yourself is not the same as doing nothing in response to this Notice. Each
member of the Settlement Class shall be bound by all determinations and judgments in the
Action concerning the Settlement, whether favorable or unfavorable, unless such a Person delivers
to the Claims Administrator a written request for exclusion from the Settlement Class, so that it
is received by the Claims Administrator no later than December 30, 2016 addressed to:

500.COM Limited Securities Litigation Settlement
c/o RG/2 Claims Administration LL.C
P.O. Box 59479
Philadelphia, PA 19102-9479
Toll Free Number: (866) 742-4955
www.rg2claims.com/500.com.html

No Person may exclude himself, herself or itself from the Settlement Class after that
date. In order to be valid, each request for exclusion by a Person seeking to opt-out must state
the name, address and telephone number of the Person seeking exclusion; state that the Person
“requests exclusion from the Settlement Class in Joseph Fragala v. 500.com Limited, et al., Case
No. 2:15-cv-01463 JFW),” and state (i) the dates and amounts of each ADS purchase, and any
sale transactions, and (ii) the number of ADSs held by the Person as of March 2, 2015. Each
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Person seeking to opt-out also must supply documentary proof of each purchase and sale trans-
action and of the Person’s membership in the Settlement Class. Any such request for exclusion
must be signed by the Person requesting exclusion.

Requests for exclusion shall not be effective unless the request includes the required infor-
mation as true and accurate and documentation and is made within the time period stated above.
Only beneficial owners may file a request for exclusion with respect to each ADS. Where the
record owner of shares is a nominee, custodian or other Person acting in a materially similar fash-
1on on behalf of one or more beneficial owners, that nominee, custodian or other Person is not a
beneficial owner and may not file a request for exclusion on behalf of any such beneficial owners.

If you ask to be excluded, you will not receive any payment from this Settlement, and you
cannot object to the Settlement. You will not be legally bound by anything that happens in the
Action with respect to Released Claims and may be able to sue (or continue to sue) the Released
Parties in the future.

15. If I Do Not Exclude Myself From the Settlement, Can I Sue the Released Par-
ties For the Same Thing Later?

No. Unless you exclude yourself, you give up any rights to bring a lawsuit or claim in any
forum asserting any of the Released Claims against the Released Parties. If you have a pending
lawsuit or claim in any forum that you believe concerns the Released Claims or the same matters
alleged in this case, speak to your lawyer immediately. You will likely have to exclude yourself
from the Settlement Class if you wish to continue your own lawsuit or claim. Remember, the
exclusion deadline is December 30, 2016.

16. If I Exclude Myself, Can I Get Money From This Settlement?

No. You will however retain any right you may have to bring a lawsuit, to continue to
pursue an existing lawsuit, or to be part of a different lawsuit asserting a Released Claim against
a Released Party.

BIECTING TO THE SETTLEMENT

17. How Do I Tell the Court that I Do Not Like the Settlement or the Request for
Attorneys’ Fees and Reimbursement of Expenses?

If you are a Settlement Class Member, you can object to the Settlement if you do not like
any part of it, including the Plan of Allocation and the request for attorneys’ fees or expenses.
You can state the reasons why you think the Court should not approve it, and the Court will
consider your views. To object, you must submit a letter saying that you object to the Settle-
ment in Joseph Fragala v. 500.com Limited, et al., Case No. 2:15-cv-01463 JFW. Be sure to
include your name, address, telephone number, your signature, the dates and number and dollar
amounts of ADSs purchased and sold, and to supply documentary proof of the purchase and/or
sale transactions and of your membership in the Settlement Class, and the reasons you object.
Any objection letter must be delivered such that it is received by each of the following no later
than December 30, 2016.
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Court:

Clerk of the Court

UNITED STATES DISTRICT COURT

Central District of California — Western Division
350 W. 1st Street

Los Angeles, CA 90012

Plaintiff’s Counsel Designee: Defendants’ Counsel Designee:
Shannon L. Hopkins, Esq. Chet A. Kronenberg, Esq.

LEVI & KORSINSKY LLP SIMPSON THACHER &

733 Summer Street, Suite 304 BARTLETT LLP

Stamford, CT 06901 1999 Avenue of the Stars, 29" Floor

Los Angeles, CA 90067

18. What is the Difference between Objecting and Requesting Exclusion?

Objecting is simply telling the Court that you do not like something about the proposed
Settlement. Objecting does not prevent you from participating and recovering money in the
Settlement. However, you can object only if you stay in the Settlement Class. Excluding your-
self is telling the Court that you do not want to be part of the Settlement Class. If you exclude
yourself, you have no basis to object because the Settlement no longer affects you.

THE RT’S SETTLEMENT HEARI

The Court will hold a hearing to decide whether to approve the Settlement. You may at-
tend and you may ask to speak, but you do not have to.

19. When and Where Will the Court Decide Whether to Approve the Settlement?

The Court will hold a Settlement Hearing at 1:30 pm., on March 6, 2017, at the United
States District Courthouse, 350 W. 1st Street, Los Angeles, CA 90012. At this hearing the Court
will consider whether the settlement is fair, reasonable and adequate. If there are objections, the
Court will consider them. The Court will also consider Plaintiff’s Counsel’s application for fees
and expenses and whether the Plan of Allocation is fair, reasonable and adequate. The Court may
decide these issues at the hearing or take them under consideration for a later decision.

20. Do I Have to Come to the Hearing?

No. Plaintiff’s Counsel will answer questions the Court may have. But, you are wel-
come to come at your own expense. If you send an objection, you do not have to come to Court
to talk about it. As long as you submitted your written objection on time, the Court will consider
it. You may also pay your own lawyer to attend, but it is not necessary.
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21. May I Speak at the Hearing?

You may ask the Court for permission to speak at the Settlement Hearing. To do so,
you must submit a letter saying that it is your intention to appear in Joseph Fragala v. 500.com
Limited, et al., Case No. 2:15-cv-01463-JFW. Be sure to include your name, address, telephone
number, your signature, the number and dollar amount of 500.com ADSs purchased and/or sold
and to supply documentary proof of the purchase and/or sale of any ADS and of your member-
ship in the Settlement Class, and the reasons you want to speak at the hearing. Your notice of
intention to appear must be received no later than December 30, 2016, by the Clerk of the Court,
Plaintiff’s Counsel Designee and the Defendants’ Counsel Designee, at the three addresses list-
ed in question 17.

IFYOUD THI

22. What Happens If I Do Nothing at All?

If you do nothing, all of your claims against the Released Parties will be released, but you
will not receive any money from this Settlement, because in order to receive money it is neces-
sary to submit a valid Proof of Claim.

GETTING MORE INFORMATION

23. Are There More Details About the Settlement?

This Notice summarizes the proposed Settlement. More details are in the Stipulation of
Settlement dated as of September 12, 2016. You can obtain a copy of the Stipulation of Settle-
ment or more information about the Settlement by contacting the Claims Administrator.

500.com Limited Securities Litigation Settlement
c/o RG/2 Claims Administration LL.C

P.O. Box 59479

Philadelphia, PA 19102-9479

Toll Free Number: (866) 742-4955
www.rg2claims.com/500.com.html

or Plaintiff’s Counsel

Shannon L. Hopkins, Esq.
LEVI & KORSINSKY LLP
733 Summer Street, Suite 304
Stamford, CT 06901
Shopkins@zlk.com
203.992.4523

Or by visiting www.rg2claims.com/500.com.html
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You can also obtain a copy from the Clerk’s office during regular business hours:

Clerk of the Court

UNITED STATES DISTRICT COURT

Central District of California — Western Division
350 W. Ist Street

Los Angeles, CA 90012

PLEASE DO NOT CONTACT THE COURT REGARDING THIS NOTICE

PLAN OF ALLOCATI FNET SETTLEMENT FUND AM LASS MEMBER

24. What is the objective of the Plan of Allocation?

The objective of the Plan of Allocation is to equitably distribute the Net Settlement Fund
to those Settlement Class Members who suffered economic losses as a result of the alleged vio-
lations of the federal securities laws as opposed to losses caused by market or industry factors
or company-specific factors unrelated to the alleged violations of law. The Plan of Allocation
reflects Lead Plaintiff’s damages expert’s analysis undertaken to that end, including a review of
publicly available information regarding 500.com and a statistical analysis of the price move-
ments of 500.com ADSs and the price performance of relevant market and peer indices during
the Settlement Class Period. The Plan of Allocation, however, is not a formal damages analysis.

The calculations made pursuant to the Plan of Allocation are not intended to be estimates
of, nor indicative of, the amounts that Settlement Class Members might have been able to re-
cover after a trial. Nor are the calculations pursuant to the Plan of Allocation intended to be
estimates of the amounts that will be paid to Authorized Claimants pursuant to the Settlement.
The computations under the Plan of Allocation are only a method to weigh the claims of Autho-
rized Claimants against one another for the purposes of making pro rata allocations of the Net
Settlement Fund.

The Plan of Allocation generally measures the amount of loss that a Settlement Class
Member can claim for purposes of making pro rata allocations of the Net Settlement Fund to
Authorized Claimants. For losses to be compensable damages under the federal securities laws,
the disclosure of the allegedly misrepresented information must be the cause of the decline in
the price of the security. In this case, Plaintiff alleges that Defendants issued false statements
and omitted material facts from November 22, 2013 to March 2, 2015, that inflated the price of
500.com ADSs. Itis alleged that the partial corrective information that emerged between Febru-
ary 25, 2015 and March 2, 2015 impacted the market price of 500.com ADSs in a statistically
significant manner and removed the alleged artificial inflation from the stock price on that day.
Accordingly, in order to have a compensable loss, 500.com ADSs must have been purchased or
otherwise acquired during the Settlement Class Period and held until the release of the corrective
information.
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25. How does the Plan of Allocation calculate Class Members’ Recognized loss?

For purposes of determining whether a Claimant has a “Recognized Claim”, purchases,
acquisitions and sales of 500.com ADSs will first be matched on a First In/First Out (“FIFO”)
basis as set forth below.

For each 500.com ADS purchased or otherwise acquired during the Settlement Class Pe-
riod and sold before the close of trading on May 26, 2015,* an “Out of Pocket Loss” will be
calculated. Out of Pocket Loss is defined as the purchase price (excluding all fees, taxes and
commissions) minus the sale price (excluding all fees, taxes and commissions). To the extent that
calculation of the Out of Pocket Loss results in a negative number, that number shall be set to zero.

A “Recognized Loss Amount” will be calculated as set forth below for each 500.com
ADS purchased or otherwise acquired during the Settlement Class Period from November 22,
2013 to March 2, 2015, that is listed in the Claim Form and for which adequate documentation
is provided. To the extent that the calculation of a Claimant’s Recognized Loss Amount results
in a negative number, that number shall be set to zero.

(1). For each 500.com ADS purchased or acquired between November 22,
2013 and March 2, 2015, inclusive, and

A. Sold prior to the close of trading on February 24, 2015, the Recognized
Loss Amount shall be zero;

B. Sold at a loss between February 25, 2015 and May 26, 2015, inclusive, the
Recognized Loss Amount shall be the lesser of:

i.  $2.57 per ADS; or

ii.  the difference between the purchase price per share and the mean
trading price from February 25, 2015 through date of sale.

C. Held as of the close of trading on May 26, 2015, the Recognized Loss
Amount for each ADS shall be the lesser of:

i.  $2.57 per ADS; or

ii. the difference between the purchase price per share and $15.19 per
share, if greater than zero.’

4 May 26, 2015 represents the last trading day of the 90-day period subsequent to the date on which the information Lead Plaintiff
contends corrected the misstatement or omission that is the basis for the action is disseminated to the market (the “90-day look back peri-
od”). The Private Securities Litigation Reform Act of 1995 (“PSLRA”) imposes a statutory limitation on recoverable damages using the
90-day look back period. This limitation is incorporated into the calculation of a Settlement Class Member’s Recognized Loss Amount.
Specifically, a Settlement Class Member’s Recognized Loss Amount cannot exceed the difference between the purchase price paid for the
500.com ADSs and the average price of 500.com ADSs during the 90-day look back period if the ADS was held through May 26, 2015,
the end of the 90-day look back period. Losses on 500.com ADSs purchased/acquired during the Settlement Class Period and sold during
the 90-day look back period cannot exceed the difference between the purchase price paid for the 500.com ADSs and the average price of
500.com ADSs during the portion of the 90-day look back period elapsed as of the date of sale.

5 Pursuant to Section 21(D)(e)(1) of the Private Securities Litigation Reform Act of 1995, “in any private action arising under this title
in which the plaintift seeks to establish damages by reference to the market price of a security, the award of damages to the plaintiff shall
not exceed the difference between the purchase or sale price paid or received, as appropriate, by the plaintiff for the subject security and the
mean trading price of that security during the 90 day period beginning on the date on which the information correcting the misstatement
or omission that is the basis for the action is disseminated.” The mean closing price of 500.com ADSs for the 90-day period beginning
on February 25, 2015 and ending on May 26, 2015 was $15.19 per share.
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(2). For each 500.com ADR purchased between February 25, 2015 and
February 27, 2015, inclusive, the recognized loss is $0.00.°

500.com ADRs
90-day Mean Trading Price

2/25/2015 $9.96 4/13/2015 $12.18
2/26/2015 $10.03 4/14/2015 $12.31
2/27/2015 $9.76 4/15/2015 $12.46
3/2/2015 $9.83 4/16/2015 $12.62
3/3/2015 $10.02 4/17/2015 $12.75
3/4/2015 $10.37 4/20/2015 $12.88
3/5/2015 $10.86 4/21/2015 $12.99
3/6/2015 $11.32 4/22/2015 $13.09
3/9/2015 $11.49 4/23/2015 $13.18
3/10/2015 $11.58 4/24/2015 $13.28
3/11/2015 $11.65 4/27/2015 $13.38
3/12/2015 $11.63 4/28/2015 $13.46
3/13/2015 $11.63 4/29/2015 $13.55
3/16/2015 $11.65 4/30/2015 $13.64
3/17/2015 $11.66 5/1/2015 $13.74
3/18/2015 $11.51 5/4/2015 $13.83
3/19/2015 $11.42 5/5/2015 $13.91
3/20/2015 $11.40 5/6/2015 $13.98
3/23/2015 $11.40 5/7/2015 $14.06
3/24/2015 $11.41 5/8/2015 $14.15
3/25/2015 $11.43 5/11/2015 $14.24
3/26/2015 $11.47 5/12/2015 $14.33
3/27/2015 $11.49 5/13/2015 $14.41
3/30/2015 $11.45 5/14/2015 $14.50
3/31/2015 $11.43 5/15/2015 $14.57
4/1/2015 $11.39 5/18/2015 $14.60
4/2/2015 $11.42 5/19/2015 $14.73
4/6/2015 $11.45 5/20/2015 $14.87
4/7/2015 $11.56 5/21/2015 $14.99
4/8/2015 $11.72 5/22/2015 $15.08
4/9/2015 $11.89 5/26/2015 $15.19

4/10/2015 $12.04

6 The closing price per share during this period is less than the mean closing price of $15.19 per share for the 90-day lookback period.
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26. What are the additional details of the Plan of Allocation?

If a Settlement Class Member has more than one purchase/acquisition or sale of 500.com
ADSs during the Settlement Class Period, all purchases/acquisitions and sales shall be matched
on a FIFO basis. Settlement Class Period sales will be matched first against any holdings at the
beginning of the Settlement Class Period, and then against purchases/acquisitions in chrono-
logical order, beginning with the earliest purchase/acquisition made during the Settlement Class
Period.

Class Members who held 500.com ADSs prior to November 22, 2013 and sold these
ADSs between November 22, 2013 and March 2, 2015, gained from the alleged artificial in-
flation in the ADSs attributable to the allegedly misrepresented information. These Pre-Class
Gains shall be netted against Class Members’ total Recognized Loss Amounts to determine a
Claimant’s Recognized Claim. For each 500.com ADS held prior to November 22, 2013, and
sold between November 22, 2013 and March 2, 2015, the Recognized Gain amount shall be
zZero.

Purchases or acquisitions and sales of 500.com ADSs shall be deemed to have occurred
on the “contract” or “trade” date as opposed to the “settlement” or “payment” date. The receipt
or grant by gift, inheritance or operation of law of 500.com ADSs during the Settlement Class
Period shall not be deemed a purchase, acquisition or sale of these ADSs for the calculation of
an Authorized Claimant’s Recognized Claim, nor shall the receipt or grant be deemed an as-
signment of any claim relating to the purchase/acquisition of such 500.com ADSs unless (i) the
donor or decedent purchased or otherwise acquired such 500.com ADSs during the Settlement
Class Period; (i1) no Claim Form was submitted by or on behalf of the donor, on behalf of the
decedent, or by anyone else with respect to such 500.com ADSs; and (iii) it is specifically so
provided in the instrument of gift or assignment.

The date of covering a “short sale” is deemed to be the date of purchase or acquisition of
the 500.com ADSs. The date of a “short sale” is deemed to be the date of sale of 500.com ADSs.
In accordance with the Plan of Allocation, however, the Recognized Loss Amount on ‘“‘short
sales” is zero. In the event that a Claimant has an opening short position in 500.com ADSs, the
earliest Settlement Class Period purchases or acquisitions shall be matched against such opening
short position and not be entitled to a recovery until that short position is fully covered.

500.com ADSs are the only security eligible for recovery under the Plan of Allocation.
Option contracts to purchase or sell 500.com ADSs are not securities eligible to participate in the
Settlement. With respect to 500.com ADSs purchased or sold through the exercise of an option,
the purchase/sale date of the 500.com ADSs is the exercise date of the option and the purchase/
sale price is the exercise price of the option.

The sum of a Claimant’s Recognized Loss Amounts will be the Claimant’s “Recognized
Claim.”

An Authorized Claimant’s Recognized Claim shall be the amount used to calculate the
Authorized Claimant’s pro rata share of the Net Settlement Fund. If the sum total of Recog-
nized Claims of all Authorized Claimants who are entitled to receive payment out of the Net
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Settlement Fund is greater than the Net Settlement Fund, each Authorized Claimant shall receive
his, her or its pro rata share of the Net Settlement Fund. The pro rata share shall be the Autho-
rized Claimant’s Recognized Claim divided by the total of Recognized Claims of all Authorized
Claimants, multiplied by the total amount in the Net Settlement Fund.

If the Net Settlement Fund exceeds the sum total amount of the Recognized Claims of
all Authorized Claimants entitled to receive payment out of the Net Settlement Fund, the excess
amount in the Net Settlement Fund shall be distributed pro rata to all Authorized Claimants en-
titled to receive payment.

The Net Settlement Fund will be allocated among all Authorized Claimants whose pro-
rated payment is $10.00 or greater. If the prorated payment to any Authorized Claimant calcu-
lates to less than $10.00, it will not be included in the calculation and no distribution will be
made to that Authorized Claimant.

DATED: NOVEMBER 15, 2016 BY ORDER OF THE COURT
UNITED STATES DISTRICT COURT
CENTRAL DISTRICT OF CALIFORNIA

18



