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BT A T o A 2 SIS SO R
TCL INDUSTRIES HOLDINGS CO., LTD.

PROPOSED UNDERSTANDING OF THE VALUE OF
THE ENTIRE SHAREHOLDERS’ EQUITY OF
TCL ELECTRONICS HOLDINGS LIMITED.

Valuation Report
Shen Zhong Lian Ping Zi Zi (2019) No. 43

Abstract

Shenzhen China United Assets Appraisal Co., Ltd. (I E & 5FAh A BR/AF]) (“Shenzhen
CUAA”) was appointed by TCL Industries Holdings Co., Ltd. to evaluate the market value of the entire
shareholders’ equity of TCL Electronics Holdings Limited (the “Target Company”) as at the valuation
benchmark date.

The subject of valuation was the equity value attributable to common shareholders in the pro forma
consolidated financial statements of TCL Electronics Holdings Limited, including Shenzhen Falcon
Digital Entertainment Technology Co., Ltd.* (ZEIITH 5 & FRERF A RAF) (“OPCO”), which
would be consolidated subsequently through the VIE Agreements and in the consolidated statements of
TCL Electronics Holdings Limited as at the reference date on a pro forma basis. The scope of valuation
covered all the assets and liabilities in the pro forma consolidated financial statements of TCL Electronics
Holdings Limited, including current assets, non-current assets and corresponding liabilities.

The valuation benchmark date is 30 June 2019.
This valuation represents an appraisal of market value.

After taking into account various factors, this valuation adopted the income approach to evaluate
TCL Electronic Holdings Limited as a whole, on the premise of continuous use and open market and
based on the actual situation of the subject of the valuation, and the result of the income approach was
adopted to represent the valuation results.

Based on the judgment of the equity owners and the management team on future development
trend and subject to the implementation of the business plan, the market value of the entire shareholders’
equity of TCL Electronic Holdings Limited (the owners’ equity attributable to the parent company within
the scope of the pro forma consolidated financial statements) as at the valuation benchmark date, i.e. 30
June 2019, was RMB7,295,030,000.
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With reference to the relevant regulations in China, this valuation conclusion is valid for one year
after the valuation benchmark date. We compared the important operational and financial data of the
Target Company as of 30 September 2019, and confirmed there is no material difference between the
valuation conclusion and the value of TCL Electronic Holdings Limited as of 30 September 2019.

When using this valuation conclusion, the users of the report are reminded to pay attention to
special matters and major subsequent events contained in this report.

The above is extracted from the text of the valuation report. For details of this valuation

project and to properly understand the valuation conclusion, please read the full text of the
valuation report.
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TCL INDUSTRIES HOLDINGS CO., LTD.

PROPOSED UNDERSTANDING OF THE VALUE OF
THE ENTIRE SHAREHOLDERS’ EQUITY OF TCL ELECTRONICS
HOLDINGS LIMITED.

Valuation Report
Shen Zhong Lian Ping Zi Zi (2019) No. 43

To TCL Industries Holdings Co., Ltd.,

Shenzhen China United Assets Appraisal Co., Ltd. was appointed by the Company to evaluate the
market value of the entire shareholders’ equity of TCL Electronics Holdings Limited as at the valuation
benchmark date. By complying with the laws and administrative regulations and upholding the principles
of independence, objectivity and impartiality, we adopted the income approach and followed the
necessary valuation procedures, in conducting the valuation, for the purpose of the Company’s
understanding of the value of the entire shareholders’ equity interest of TCL Electronics Holdings
Limited as at 30 June 2019. The details of valuation are hereby reported as follows:

L. APPOINTOR, SUBJECT OF VALUATION AND OTHER USERS OF THE REPORT

The appointor of this valuation is TCL Industries Holdings Co., Ltd. (“Appointor”). The subject
of valuation is TCL Electronics Holdings Limited (“Subject of Valuation”). Information in relation to
the Appointor and the Subject of Valuation is provided as follows:

(1) APPOINTOR

Company name: TCL Industries Holdings Co., Ltd (hereinafter referred to
as “TCL Holdings”)

Registered address: 22nd floor, TCL Technology Building, No. 17 Huifeng 3rd
Road, Zhongkai High-tech Zone, Huizhou

Legal representative: LI Dongsheng

Unified social credit code:  91441300MAS529HEL43

Registered capital: RMB3,225 million
Company type: Other Company Limited by Shares (unlisted)
Date of incorporation: 17 September 2018
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Operation term: No fixed term from 17 September 2018

Business scope: equity investment, real estate leasing, conference services,
software development, research and development, production
and sales of communication equipment, audio and video
products, LCD TV products, air-conditioning, washing
machines and household appliances, provision of marketing
services. (Approvals by relevant authorities must be obtained
for projects that require approval according to laws before
operation.)

(2) INFORMATION ON THE SUBJECT OF VALUATION

Company name: TCL Electronics Holdings Limited (hereinafter referred to as
“TCL Electronics”)

Registered address: P.O. Box 309 Ugland House Grand Cayman KY1-1104
Cayman Islands

Office address: 7/F, Building 22E, 22 Science Park East Avenue, Hong Kong
Science Park, Shatin, New Territories, Hong Kong

Chairman of the board of LI Dongsheng
directors:

Business registration No.: 30517148-000-11-17-A

Authorized share capital: HK$3,000,000,000 (as of 30 June 2019)

Date of incorporation: 23 April 1999
Place of listing: Hong Kong Stock Exchange
Stock code: 01070.HK

V-40



Bt &% =

BA-ZF-—NF+-A—-—BHNERHFLERS

History of TCL Electronics
(1) Incorporated in April 1999

On 23 April 1999, TCL Electronics was incorporated in the Cayman Islands.
Its authorised share capital was US$50,000.00, with a par value of US$1.00 per share,
and its issued share capital was US$2.00, which was paid up by Anthony Webster and
Shaun Denton each for US$1.00.

The shareholding structure of TCL Electronics as at its incorporation was as

follows:
Actual
Amount of Percentage of
No. Name of Shareholders Contribution Shareholding
(US$) (%)
1 Anthony Webster 1.00 50.00%
2 Shaun Denton 1.00 50.00%
Total 2.00 100.00 %

(2) Listed in November 1999

On 26 November 1999, TCL Electronics was listed on the Main Board of the
Stock Exchange of Hong Kong Limited. It issued 600,000,000 additional shares with
a par value of HK$0.10 each, at a price of HK$1.75 per share. After the listing, TCL
Electronics’ shareholding structure was as follows:

Actual

Amount of Percentage of

No. Name of Shareholders Contribution Shareholding

(HK$’0000) (%)

1 T.C.L. Industries Holdings (H.K.) 12,276.00 51.15

Limited

2 Certain then existing shareholders of 2,700.00 11.25
Lotus Pacific Inc.

3 Luks Industrial Company Limited 1,800.00 7.50

4 Capital China Limited 684.00 2.85

5 Sumitomo Corporation 540.00 2.25

6 Others 6,000.00 25.00

Total 24,000.00 100.00
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3) Changes in the equity and share capital of TCL Electronics for the last
three years and a period

In 2015, since the grantees under incentive scheme exercised options and
incentive shares became effective, TCL Electronics issued a total of 52,762,700
additional shares, of which 9,089,266 shares were issued due to the exercise of share
options and 43,673,434 shares issued as a result of the restricted shares becoming
effective. At the end of 2015, the authorized share capital of TCL Electronics was
HK$2,200,000,000.00, with a par value of HK$1.00 per share, and the number of
issued shares was 1,386,361,214 shares.

On 11 December 2015, TCL Electronics entered into a subscription agreement
with Letv Zhixin Investment (HK) Ltd, pursuant to which the latter should subscribe
for 348,850,000 new shares of TCL Electronics at a price of HK$6.5 per share. On 11
May 2016, Letv Zhixin Investment (HK) Ltd completed the subscription. Upon such
capital increase, the shareholding structure was as follows:

Amount of Percentage of

Name of Shareholders Contribution  Shareholding

(HK$’0000) (%)
T.C.L. Industries Holdings (H.K.) Limited 89,254.85 51.42
Letv Zhixin Investment (HK) Ltd 34,885.00 20.10
Others 49,448.61 28.49
Total 173,588.45 100.00

In 2016, due to the exercise of options by grantees under incentive scheme, the
share capital of TCL Electronics increased by 1,235,091 shares.

At the end of 2016, the authorized share capital of TCL Electronics was
HK$2,200,000,000.00, with a par value of HK$1.00 per share, and the number of
issued shares was 1,736,446,305 shares.

In 2017, TCL Electronics issued a total of 11,186,809 additional shares due to
the exercise of share options by grantees under incentive scheme. At the end of 2017,
the authorized share capital of TCL Electronics was HK$2,200,000,000.00, with a par
value of HK$1.00 per share, and the number of issued shares was 1,747,633,114

shares.
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On 28 November 2017, TCL Electronics published an announcement in
relation to a rights issue of no less than 582,253,403 shares and no more than
596,378,593 shares at a subscription price of HK$3.46 per share on the basis of 3:1.
On 25 January 2018, TCL Electronics completed the rights issue at a price of
HK$3.46 per share, pursuant to which a total of 582,544,371 shares were issued,
318,859,164 shares of which were subscribed for by TCL Industries with the
subscription sum amounting to HK$1,103 million. Upon this rights issue, TCL
Electronics’ shareholding structure was as follows:

Amount of Percentage of

Name of Shareholders Contribution Contribution

(HK$°0000) (%)
T.C.L. Industries Holdings (H.K.) Limited 122,418.16 52.52
Letv Zhixin Investment (HK) Ltd 34,885.00 14.97
Others 75,782.98 32.51
Total 233,086.14 100.00

In 2018, TCL Electronics issued a total of 5,316,389 shares due to the exercise
of share options by grantees under incentive scheme.

From January to June 2019, TCL Electronics issued a total of 25,061,243
shares due to the exercise of share options by grantees under incentive scheme.

As of the valuation benchmark date, TCL Electronics issued a total of
2,360,555,117 shares. The shareholding structure of TCL Electronics was as follows:

Amount of Percentage of

Name of Shareholders Contribution Contribution

(HK$’0000) (%)
T.C.L. Industries Holdings (H.K.) Limited 123,527.26 52.33
Zeal Limited 34,885.00 14.78
Others 77,643.25 32.89
Total 236,055.51 100.00
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2. Company profile of TCL Electronics

TCL Electronics, a company listed on the Hong Kong Stock Exchange (stock code:
01070), is a leading global consumer electronics manufacturer. It is engaged mainly in the
research and development, manufacturing and sales of color TV, AV products and
commercial products, with Color TV being its core product. Apart from consolidating the
TCL brand strategy across the world in recent years, the Company is also engaged in some
non-brand businesses (OEM and ODM business).

Headquartered in China, TCL Electronics has branches of R&D, manufacturing and
sales all over the world. It has more than 20,000 employees, with sales offices in more than
80 countries and regions and operations in more than 160 countries and regions around the
world. In particular, its major R&D centers are located in Shenzhen and Huizhou, China,
with more than 1,000 R&D personnel. The scope of R&D covers from production
technology services to structure, modeling, various functions and the development of
cutting-edge technologies. The manufacturing facilities are located in Huizhou Guangdong,
Hohhot Inner Mongolia, Chengdu Sichuan, Juarez Mexico, Zyrardow Poland and Ho Chi
Minh City Vietnam, etc. providing high quality products and services to customers around
the world. Shenzhen Falcon Network Technology Co., Ltd., a subsidiary of TCL Electronics,
is responsible for the operation of smart TV platform of TCL Electronics and its controlling
subsidiaries in the world.

TCL Electronics is building a business model under which the operation caters for
products as well as users through the “double +” strategy of “intelligence + Internet” and
“products + services”. It is also constructing an interconnected, intelligent and healthy
ecosystem based on intelligent equipment business to achieve connectivity of all things and
integration of various scenarios. By providing customers with products and services related
to intelligent and healthy life, it strives to become a global leading company in intelligent
technology.

3. Business scope: investment holding.
4. Assets and financial conditions

As of 30 June 2019, in the pro forma consolidated financial statements of TCL
Electronics, the carrying amount of total assets, liabilities, net assets and net assets attributable to
the parent company was RMB22,681,415,000, RMB13,446,186,600, RMB9,235,228,400 and
RMBS,942,793,700, respectively. From January to June 2019, the Company realized an
operating revenue of RMB19,900,640,000, a net profit of RMB1,211,710,000 and a net profit
attributable to the parent company of RMB1,206,070,000. The pro forma consolidated assets
and liabilities and operating conditions of TCL Electronics for the three years and one period
are shown in the table below. The pro forma consolidated financial statements have not been
audited by an accounting firm.
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Assets and liabilities and financial conditions of TCL Electronics for the three
historical years and one historical period (pro forma consolidated)

Unit: RMB’0000

31 December 31 December 31 December 30 June
Item 2016 2017 2018 2019
Total assets 1,818,895.80 2,316,736.94 2,332,829.95 2,268,141.50
Liabilities 1,318,953.30 1,751,406.33 1,550,360.38 1,344,618.66
Net assets 499,942.50 565,330.61 782,469.57 923,522.84
Net assets attributable
to parent company 490,650.00 533,393.01 757,213.94 894,279.37
From January
Item 2016 2017 2018 to June 2019
Revenue 2,991,170.50 3,644,278.08 3,997,603.44 1,990,063.87
Total profit 29,314.77 93,469.29 107,251.44 130,129.18
Net profit 26,309.07 78,436.99 86,433.97 121,171.01
Net profit attributable
to parent company 26,822.00 80,329.01 85,468.90 120,606.54
Audit institution Unaudited Unaudited Unaudited Unaudited

(3) OTHER REPORT USERS SPECIFIED BY THE APPOINTOR AND VALUATION
ENGAGEMENT CONTRACT

This valuation report is used by the Appointor, TCL Corporation and T.C.L. Industries
Holdings (H.K.) Limited and employees, accountants, lawyers, financial advisors and other
intermediaries of the said users who need to be informed of the information.

Except as otherwise provided by national laws and regulations, any entity or individual that
has not been recognized by the evaluation agency and the Appointor may not become a user of the

valuation report because of its receipt thereof.

(4) THE RELATIONSHIP BETWEEN THE APPOINTOR AND THE SUBJECT OF
VALUATION

The Appointor indirectly controls the Target Company and is an indirect shareholder of the
Target Company.
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II. PURPOSE OF VALUATION

This valuation aims to reflect the market value of the entire shareholders’ equity of TCL
Electronics as at the valuation benchmark date, and to advise TCL Industries Holdings Co., Ltd. on the
value of the entire shareholders’ equity of TCL Electronics as at 30 June 2019.

III. SUBJECT AND SCOPE OF VALUATION

The Subject of Valuation is the owners’ equity attributable to the parent company in the
consolidated financial statements of TCL Electronics. The valuation covers all the assets and liabilities in
the consolidated financial statements of TCL Electronics. As of 30 June 2019, in the pro forma
consolidated financial statements of TCL Electronics, the carrying amount of total assets, liabilities, net
assets, net assets attributable to the parent company and minority interests was RMB22,681,415,000,
RMB13,446,186,600, RMB9,235,228,400, RMB8,942,793,700 and RMB292,434,600, respectively,
including current assets of RMB18,763,388,100, non-current assets of RMB3,918,026,900, current
liabilities of RMB12,733,433,000 and non-current liabilities of RMB712,753,600.

The carrying amounts of the abovementioned assets and liabilities are extracted from the pro forma
consolidated financial statements of TCL Electronics.

The Appointor and the Subject of Valuation confirm that the scope of the valuation engagement is
consistent with the purpose of this valuation.

(1) MAJOR ASSETS VALUED

The major assets within the scope of the valuation include monetary funds, trading financial
assets, trade receivables, inventories, long-term equity investments, other equity instrument
investments, investment properties, fixed assets and intangible assets. The physical assets are
mainly inventories, investment properties, fixed assets, construction in progress, facilities in
progress and etc., which mainly locate in the plants in Huizhou, Chengdu, Inner Mongolia and
Hong Kong in China, Poland, Vietnam and Mexico.
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Figure 3-1 Group Chart of TCL Electronics
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Figure 3-2 Chart of Equity Investment Structure of TTE Corporation
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No.

(3) INTANGIBLE ASSETS UNDER VALUATION THAT HAVE BEEN ACCOUNTED
OR NOT ACCOUNTED FOR

As of 30 June 2019, the valuation benchmark date, the intangible assets under valuation of

the valuated entity and its subsidiaries that have been accounted for included land use rights, land

ownership and purchased software; the intangible assets that have not been accounted for included

patented technology and copyrights of software and registered trademarks.

1. A total of 12 land use rights have been included in the scope of this valuation,

particulars of which are set out in the table below:

Parcel No.

Hui Fu Guo Yong
(2008) No.
13021400122

Hui Fu Guo Yong
(2008) No.
13021400123

Hui Fu Guo Yong
(2014) No.
13021450494

Hui Fu Guo Yong
(2014) No.
13021450493

Hui Fu Guo Yong
(2014) No.
13021450492

Hui Fu Guo Yong
(2013) No.
13021450774

Hui Fu Guo Yong
(2013) No.
13021450777

Particulars of Land Use Rights

Owner of
land use rights

TCL Optoelectronics
Technology
(Huizhou) Co., Ltd.

TCL Optoelectronics
Technology
(Huizhou) Co., Ltd.

Huizhou Moka
Electronics
Technology Co., Ltd.

Huizhou Moka
Electronics
Technology Co., Ltd.

Huizhou Moka
Electronics
Technology Co., Ltd.

TCL King Electrical
Appliances
(Huizhou) Company
Limited

TCL King Electrical
Appliances
(Huizhou) Company
Limited

Location

Section 36 Zhongkai
High-tech Zone,
Huizhou

Section 37 Zhongkai
High-tech Zone,
Huizhou

Section 19 Zhongkai
Development Zone,
Huizhou

Main plants at Section
19 Zhongkai
Development Zone,
Huizhou

Section 19 Zhongkai
Development Zone,
Huizhou

Section 37 Zhongkai
High-tech Zone,
Huizhou

Section 38 Zhongkai
High-tech Zone,
Huizhou
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Date of
acquisition

2008/7/3

2009/2/12

2017/12/31

2017/12/31

2017/12/31

2013/12/26

2013/12/26

Land use

Industrial

Industrial

Industrial

Industrial

Industrial

Industrial

Urban
residential

Expiration
date

2058/6/4

2058/6/4

2048/11/29

2046/12/16

2049/6/25

2061/9/8

2081/11/21

Area (m?)

19,796.7

94,617.4

69,160.10

60,818.70

6,896.60

12,763.20

17,715.50
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Owner of Date of Expiration
No.  Parcel No. land use rights Location acquisition  Land use date  Area (m?)
8 Hui Fu Guo Yong TCL King Electrical ~ Section 37 Zhongkai 2009/2/11  Industrial 2058/6/4  53,376.90
(2009) No. Appliances High-tech Zone,
13021400005 (Huizhou) Company ~ Huizhou
Limited
9 Hui Fu Guo Yong Huizhou Keda Section 37 Zhongkai 2010/9/7  Industrial ~ 2060/12/30  20,968.30
(2010) No. Precision Parts Co.,  High-tech Zone,
13021400048 Ltd. Huizhou
10 PL1Z/00025376/9 TCL OPERATIONS  Ulica. Mickiewicza 31 2007/4/19  Office 79 years 5,032.00
POLSKA SP.Z0.0.  in Zyrardow
11 PL1Z/00013479/4 TCL OPERATIONS  Ulica. Mickiewicza 2007/4/19  Industrial 79 years  42,731.00
POLSKA SP.Z 0.0.  no.2D, n0.33, no.35, area
10.39, no.41 in
Zyrardow
12 PL1Z/00032668/5 TCL OPERATIONS  Ulica. Mickiewicza 2007/4/19  Industrial 79 years  57,268.00
POLSKA SP.Z0.0.  no.32/38 and area
Mickiewicza no.24/30

in Zyrardow
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No.

2. A total of 5 land ownerships have been included in the scope of this valuation,
particulars of which are set out in the table below:

Particulars of Land Ownerships

Date of Expiration
Parcel No. Land owner Location acquisition  Land use date  Area (m?)
ESCRITURA34578 TCL Moka, Calle Cuarta No.55, 2014/5/1  Industrial Freehold 79,131.79
S.deR.L.de C.V. Ciudad Industrial,
Tijuana BC Mexico
ESCRITURA35890  TCL Moka, Calle Cuarta No.55, 2015/4/1  Industrial Freehold 5,950.24
S.deR.L.de C.V. Ciudad Industrial,
Tijuana BC Mexico
TW1311614 TCL Electronics (HK) Unit A, 12th Floor, 1999/10/31 2047/6/30 61.00
Limited Phase X1, Discovery
Park
TW1311612 TCL Electronics (HK) Unit H, 6th Floor, Phase  1999/10/31 2047/6/30 61.00
Limited VII, Discovery Park
TW1311616 TCL Electronics (HK) Unit H, 25th Floor, 1999/10/31 2047/6/30 61.00
Limited Phase X, Discovery
Park
3. The software purchased externally included in the scope of this valuation, which has

been accounted for, includes digital TV testing system software, PLM software,
structural design tool modules and testing software, among others.
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A total of 3,477 licensed patents, which have not been accounted for, have been

included in the scope of this valuation, particulars of which are set out in the table

below:

Particulars on Number of the Patents Licensed to Subsidiaries

Number of
invention
patents in

No. Patentee China

1 TCL Optoelectronics Technology (Huizhou) 22
Company Limited

2 TCL Overseas Electronics (Huizhou) Limited 14

3 TCL King Electrical Appliances (Huizhou) 32
Company Limited

4 TCL King Electrical Appliances (Wuxi) 0
Company Limited

S Shenzhen TCL Digital Technology Company 198
Limited

6 Shenzhen TCL New Technology Company 694
Limited

7 Shenzhen TCL New Technology Company 50
Limited, TCL Corporation

8 Shenzhen Qianhai Moka Software Technology 1
Company Limited

9 TTE TECHNOLOGY, INC 0

10 TTE Indianapolis 0

11 TCL Commercial Information Technology 21
(Huizhou) Co., Ltd

12 TCL Commercial Information Technology 1
(Huizhou) Co., Ltd, TCL Digital Science
and Technology (Shenzhen) Company
Limited

13 TCL New Technology (Huizhou) Company 30
Limited

14 Shenzhen Huasheng Software Technology Co., 0
Ltd.

V-52

Number of
utility model
patents in
China

110

97

173

133

1,129

44

13

33

Number of
design
patents in
China

7

17

109

453

10

16

Number of
invention
patents
overseas

0

49

13
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5. As of the valuation benchmark date, a total of 117 software copyrights of TCL
Electronics and its subsidiaries, which have not been accounted for, have been
included in the scope of this valuation. Among which, 23 software copyrights are
held by Shenzhen TCL Digital Technology Company Limited, 57 software copyrights
held by Shenzhen TCL New Technology Company Limited, 8 software copyrights
held by TCL Commercial Information Technology (Huizhou) Co., Ltd., 10 software
copyrights held by TCL New Technology (Huizhou) Company Limited and 19
software copyrights held by Shenzhen Huasheng Software Technology Co., Ltd..

6. As of the valuation benchmark date, a total of 188 registered trademarks of TCL
Electronics and its subsidiaries, which have not been accounted for, have been
included in the scope of this valuation. Among which, 24 registered trademarks are
held by TCL King Electrical Appliances (Huizhou) Company Limited, 5 registered
trademarks held by Shenzhen TCL Digital Technology Company Limited, 49
registered trademarks held by Shenzhen TCL New Technology Company Limited, 33
registered trademarks held by Shenzhen Falcon Digital Entertainment Technology
Co., Ltd. and 77 registered trademarks held by Falcon Technology.

(4) CLASS AND QUANTITY OF OFF-BALANCE SHEET ASSETS APPLIED FOR
VALUATION

As confirmed by the Appointor and the Subject of Valuation, as of the valuation benchmark
date, i.e. 30 June 2019, all the assets applied for valuation have been accounted for, and no
off-balance sheet assets are applied for valuation, other than those patents, copyrights and
trademarks as mentioned in the preceding paragraphs that have not been accounted for.

(5) THE CLASS, QUANTITY AND CARRYING AMOUNT OF THE ASSETS AS
REFERRED TO IN THE CONCLUSIONS OF CITED REPORTS ISSUED BY OTHER
ORGANIZATIONS
This valuation report does not cite any contents of reports issued by other organizations.

IV. VALUE TYPE AND DEFINITION

Based on the purpose of the valuation, the type of value to be evaluated is determined to be the
market value.

Market value refers to the estimated value of an arm’s length transaction made by the Subject of

Valuation in the ordinary course of business on the valuation benchmark date between a willing buyer
and a willing seller who has each acted rationally and without compulsion.

V. VALUATION BENCHMARK DATE

The valuation benchmark date for this project is 30 June 2019.
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VI.

BASIS OF VALUATION

The basis of asset ownerships, pricing estimation and other references are detailed as follows:

1)

(2)

ASSET OWNERSHIP

Land and house ownership certificates;

Patent Certificates,

Registration Certificates of Computer Software Copyrights,

Purchase contracts or certificates for material assets.

BASIS OF PRICING

Enterprise Income Tax Law of the People’s Republic of China (as approved at the
26th meeting of the Standing Committee of the 12th session of National People’s
Congress of the PRC on 24 February 2017);

Regulations for the Implementation of Enterprise Income Tax Law of the People’s
Republic of China (as approved at the 197th executive meeting of the State Council

on 28 November 2007);

The Provisional Regulations on Value Added Tax of the People’s Republic of China
(The State Council Decree of the PRC No. 691 in 2017);

Circular on Policies in relation to Deepening Value-Added Tax Reform (Circular of
the Ministry of Finance, General Administration of Taxation and General
Administration of Customs, No. 39 in 2019);

Future revenue forecast data provided by the Appointor and the Subject of Valuation;

The pro forma financial statements of TCL Electronics for 2016, 2017 and 2018 and
as of the reference date, i.e. 30 June 2019, provided by the Subject of Valuation;

The prevailing tax rules and regulations promulgated by the state and currently
implemented by TCL Electronics, and tax incentive documents provided by TCL

Electronics;

The exchange rate prevailing on the valuation benchmark date.
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VII.

(3) MAIN REFERENCES

1. Accounting Standards for Business Enterprises - General Principles (MOF Order No.
33);

2. Accounting Standards for Business Enterprises — Practices Notes (Cai Kuai (2006)
No. 18);

3. 38 specific standards, including Accounting Standards for Business Enterprises 1 —

Inventories (Cai Kuai (2006) No. 3);

4. Mannual for Commonly-used Methods and Inputs for Asset Evaluation (China
Machine Press, 2011 version);

5. Wind financial information terminal;

6. Investment Valuation ((US) written by Damodaran, and (Canada) translated by Lin
Qian, Tsinghua University Press);

7. Value Assessment: Measurement and Management of Corporate Value (3rd Edition)
((US) written by Copeland, T. and etc., and translated by Hao Shaolun and Xie
Guanping, Electronic Industry Press);

8. Other references.
VALUATION APPROACH
(1) SELECTION OF VALUATION APPROACH

An appraisal of enterprise value may be conducted using the following three methods -
income method, market method and assets-based method. Income method is the quantification and
discounting of the expected profit of the total assets of a company, emphasizing the overall
expected profitability of such company. Market method, characterized by valuation data being
originated from market and valuation results being compelling, is the appraisal of the current fair
market value of the Subject of Valuation by comparing with objects of reference in the market.
Asset-based method is determining the value of the Subject of Valuation based on reasonable
valuation of the assets and liabilities of an enterprise.

Considering the characteristics of this project, income method has been adopted for the
valuation.
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(2)

DESCRIPTION OF THE INCOME APPROACH
1. Overview

According to Practice Guidelines for Asset Appraisal - Enterprise Value as well as
evaluation practices for similar transactions internationally and domestically, the capital
value of equity interests in TCL Electronics has been appraised by adopting the Discounted
Cash Flow (“DCF”’) method based on income sources in this valuation.

Discounted Cash Flow is a method of appraising asset value by discounting the
expected net cash flow of the enterprise in future, that is, the appraisal value is reached by
appraising the expected net cash flow of the asset in future and then discounting it into the
present value with applicable discount rates. The basic conditions for the application of this
method include the following: (i) the enterprise possesses all bases and conditions to operate
its business as a going concern; (ii) there is a positive correlation between operation and
revenue; and (iii) future revenue and risks are predictable and quantitative. The difficulties
of using DCF lie in the prediction of future expected cash flow as well as the objectivity and
reliability of data collection and processing. The valuation is considered to be objective if
and when the prediction on future expected cash flow can be relatively objective and fair,
and the discount rate adopted is relatively reasonable.

2. General principles

Based on the results of due diligence, the assets composition and characteristics of
the main businesses of the Subject of Valuation, the main businesses of the legal entities
within the pro forma consolidated financial statements of TCL Electronics were production,
research and development and sales of LCD TVs and display products, which should be
regarded as the same profit subject. Therefore this valuation exercise was conducted by
estimating the equity value of the Subject of Valuation based on TCL Electronics’ audited
pro forma consolidated financial statements. To begin with, the value of the operating assets
were valued using discounted cash flow method (DCF) based on income sources, plus the
value of other non-operating or surplus assets as at the reference date, to derive the
enterprise value of the Subject of Valuation. Then, the interest-bearing debts were deducted
from the corporate value to arrive at the value of the total equity value of the Subject of
Valuation.
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Basic principles of this valuation:

(1)

()

3)

In respect of the assets and main businesses included in the scope of the
financial statements, the expected net cash flow were estimated based on the
trend of historical operating conditions in recent years and the types of
businesses, and discounted to obtain the value of the operating assets;

Cash assets (liabilities) as at the reference date which were included in the
scope of the financial statements but were not taken into account in the
expected income (net cash flow) during the valuation, were defined as surplus
or non-operating assets (liabilities) existed as at the reference date, and their

values were valued separately;

The value of the entire shareholders’ equity of the Subject of Valuation was
arrived at by adding the value of the operating assets and of the surplus or
non-operating assets derived as mentioned above, and deducting the

interest-bearing debts due from the entity.

Valuation model

(1)

Basic model

The basic model for this valuation is as follows:

P=E-M (1

Where:

P: Appraised value of equity interest attributable to owners of the parent
company;

E: Appraised value of owners’ equity;

M:  Appraised value of minority equity interest;

M = Appraised value of owners’ equity x percentage of minority equity interests ~ (2)

Percentage of minority equity interests = book value of minority equity

interests/(book value of minority equity interests + book value of equity interest

attributable to owners of the parent company).
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E=B-D 3)

B: Enterprise value of the Subject of Valuation;

B=P-XC o

P: Value of operating assets of the Subject of Valuation;

n
=1

P=§:a+w

R, R,

(5)

r(1+r)"

Where:

R:

1

ZCi:

The expected income (free cash flow) of the Subject of Valuation in the
ith year in the future on a consolidated basis;

The expected income (free cash flow) of the Subject of Valuation in a
sustainable period on a consolidated basis;

Discount rate;

The future operating term of the Subject of Valuation.

The value of non-operating and surplus assets that exist as at the
reference date.

C,=C+C#+CHC, (6)

Where:

C.:

1

D:

Value of wholly-owned, controlling or non-controlling investments that
do not reflect investment income in the expected revenue (free cash
flow);

Value of cash or equivalent assets (liabilities) as at the reference date;

Value of construction in progress that was not taken into account when
calculating the income in the expected revenue (free cash flow);

Value of assets including bad or idle equipment and properties as at the
reference date;

Value of interest-bearing debts of the Subject of Valuation.
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(2)  Income metrics

In this valuation, the Company’s free cash flow was used as an income
indicator of its operating assets, as defined below:

R = net profit + depreciation and amortization + post tax interest on
interest-bearing debt — additional capital 7

Where:
Net profit = operating revenue — operating cost — sales tax and surcharges —
expenses for the period (operational expenses + administrative expenses + finance

costs) — income tax (8)

Depreciation and amortization = depreciation and amortization in costs and
expenses (operational expenses and administrative expenses)

Interest on interest-bearing debts net of tax = total interests on long-term and
short-term interest-bearing debt x (1 - income tax rate)

Additional capital = investment in assets renewal + incremental working capital
+ additional investment in long-term assets 9)

Where:
Investment in assets renewal = renewal of buildings + replacement of machines
and equipment + replacement of other automation equipment (electronics,

transportation and etc.) + renewal of intangible assets (10)

Incremental working capital = current working capital - previous working
capital (11)

Where:

Working capital = cash reserves + inventories + receivables - payables +
retained VAT at the end of the period (12)

This valuation was based on the specific circumstances of the enterprise,
assuming that the minimum amount of cash required to maintain the normal operation

of the enterprise was the costs and expenses paid in cash for a period of 54 days.

Total costs paid in cash for the year = total cost of sales + total expenses
during the period + tax — total costs not paid in cash (12-1)
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Inventory turnover rate = costs paid in cash/inventory at end of period (12-2)

Receivables turnover rate = sales revenue/receivables at the end of the period
(12-3)

Payables turnover rate = costs paid in cash/payables at the end of the period
(12-4)

Receivables = notes receivables — accounts receivable — advances received +
other receivables (net of non-operating other receivables) (12-5)

Payables = notes payable + accounts payable — prepayments + payroll payable
+ tax payable + other payables (net of non-operating other payables) (12-6)

Retained VAT at the end of the period = deductible VAT at the beginning of
the period + input VAT — output VAT — export VAT rebate — import equipment tax
rebate (12-7)

Additional long-term assets investment = additional investment in fixed assets
+ additional in long-term assets investment in intangible or other long-term assets(13)

The expected future free cash flow of an enterprise is calculated according to
its operating history and future market development, assuming that it would continue
to operate as a going concern for a longer sustainable period after the forecast period,
and the expected revenue of the Subject of Valuation in the sustainable period would
be equal to the free cash flow for the final year of the forecast period. The value of
the operating assets of the enterprise was calculated by discounting and adding the
free cash flow which would be generated in the future operating term.

3) Discount rate

This valuation adopted the weighted average cost of capital model (WACC) to
determine the discount rate r

r:rd+wd+re+we (]4)
Where:

W, Debt ratio of the Subject of Valuation;

D

Vo< as

W _: Equity to capital ratio of the Subject of Valuation;

E

Vs b a9

V-60



Bt &% =

BA-ZF-—NF+-A—-—BHNERHFLERS

r: Cost of equity capital, as determined based on the Capital Asset Pricing
Model (CAPM);

re=rf+ﬂex(rm-rf)+8 (17)
Where:

r.: Risk-free rate of return;

r_: Market expected return rate;

€: Specific risk-adjusted factor of the Subject of Valuation;

B,: Expected market risk factor of equity capital of the Subject of Valuation;

B.= B, =x(1+(1-0x 2 (18)
B,: Expected unleveraged market risk factor for comparable companies;

B,
- D.
B,= 1+(1-6)— (19)
E

i

B: The expected market average risk factor for the shares (assets) of

comparable companies;

B, = 34%K+66% (20)

x

Di, Ei: Interest-bearing debt and equity capital of comparable companies,
respectively.

(4)  Determination of forecast period

The entity had been operating normally with relatively stable business
conditions. As the enterprise capital expenditure would reach a stable stage in 2025,
with the forecast period from July 2019 to 2025, the revenue would remain stable
starting from 2026 onwards.
(5)  Determination of yielding period

As the entity would be able to operate as a going concern in the long run

through normal renewal of long-term assets including fixed assets, the yielding period
was determined on a perpetual basis.
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VIII. PARTICULARS OF THE VALUATION PROCESS

The entire valuation work was carried out in four stages:

1)

(2)

PREPARATION STAGE

1. The Appointor and the appraisal institution agreed on issues such as the purpose, the
reference date and the scope of the valuation.

2. Detailed understanding of the appraised assets, arrangement of the assets valuation
tasks, assistance to the enterprise in carrying out the reporting of the valuation
assignment, and collection of documents required for asset valuation were completed.

ON-SITE ENGAGEMENT STAGE

The on-site engagement took place. The main tasks were as follows:

1. Interviews were conducted with the Appointor, the Subject of Valuation and relevant
stakeholders. The Appointor and relevant parties of the Subject of Valuation
introduced the overall situation of the enterprise and the historical and current
conditions of the valuated assets, and explained the financial system, operation
situation, fixed assets and technological conditions of the enterprise.

2. Detailed reports on the asset inventory provided by the enterprise were verified,
identified and checked against the corresponding financial data of the enterprise, and
coordinated efforts were made in correcting any problems if identified.

3. The revenue forecast (predictive financial information) provided by the Subject of
Valuation were inspected.

4. A comprehensive verification of fixed assets was carried out according to the detailed
list of asset inventory and verified and random stock-taking have been carried out on
the physical inventory assets within the current assets.

5. The technical information, completion and acceptance information of major facilities
were inspected and the facility management system reviewed; pricing information of
general facilities was collected through market research and inquiries of relevant data;
the relevant information in relation to the management systems, maintenance,
alteration and expansion of buildings and constructions was collected.

6. Title documents of the valuated assets were collected and reviewed, and the
ownership information provided by the enterprise was verified.

7. A preliminary assessment of the assets and liabilities within the scope of the valuation
was performed on the basis of verified information.
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(3) VALUATION CONSOLIDATION STAGE

The preliminary results of the valuation on various types of assets and liabilities were
analysed and consolidated, and necessary adjustments, amendments and improvements were
made to the valuation results.

(4) REPORT SUBMISSION STAGE

On the basis of the above processes, a valuation report was drafted and preliminarily
reviewed, and ideas were exchanged with the Appointor in respect of the valuation results.
After independent analysis of relevant opinions had been carried out, corrections and
adjustments were made according to the internal audit system and procedures of the
valuation institution and the final valuation report was produced.

IX. VALUATION ASSUMPTIONS
In this valuation, the valuer followed the valuation assumptions as below:
(1)  GENERAL ASSUMPTIONS
1. Transactional assumption

Under the transactional assumption, it is assumed that all assets being valued are in
the process of being transacted, and the valuer carries out the valuation based on the
transactional conditions of the valuated assets in a simulated market. Transactional
assumption is the most fundamental precedent assumption under which the valuation can
proceed.

2. Open market assumption

Under the open market assumption, it is assumed that the parties of the assets being
transacted, or proposed to be transacted in the market, have equal status with ample
opportunities and time in obtaining sufficient market information, such that rational
judgements can be made in respect of the functions, usages and transactional prices of the
assets.

3. Assumption of continuous use of assets

The assumption of continuous use of assets means that when the valuation is
conducted, it is assumed that the valuated assets will be used continuously according to their
current uses and methods of usage, as well as their scales, frequencies and environment. In
the case of altered usage, the corresponding valuation method, parameters and references
should be determined.
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(2)

SPECIAL ASSUMPTIONS

10.

11.

The valuated entity would continue to operate as a going concern after the valuation
benchmark date;

There would be no significant change in the political, economic and social conditions
of the countries and regions where the valuated entity locates after the valuation
benchmark date;

There would be no significant change, other than those as known to the public, in the
macroeconomic, industrial and regional development policies of the countries and
regions where the valuated entity is located after the valuation benchmark date;

There would be no significant change, other than those as known to the public, in the
basis and rates of taxation and policy levies in relation to the valuated entity after the
valuation benchmark date;

As of the valuation benchmark date, the valuated entity and its subsidiaries did not
have any litigations and contingencies that might affect their subsequent operations or
valuation results, except for those as disclosed herein;

The management of the valuated entity would be responsible, stable, and competent
after the valuation benchmark date;

The valuated entity would comply with relevant laws and regulations, and there
would be no material non-compliance matters that might affect the Company’s
development and realization of revenue;

The accounting policies adopted by the valuated entity after the valuation benchmark
date would be consistent with those used in the preparation of the valuation report in
all material aspects;

The basic information and financial information provided by the Appointor and the
valuated entity were true, accurate and complete;

There would be no significant change in the business scope and business model of the
valuated entity after the valuation benchmark date, other than those as disclosed in
the valuation report, on the basis of the existing management method and level;

The asset composition, the structure of main business, the revenue and cost structure,
marketing strategy and cost control of the Subject of Valuation during the future
forecast period would remain consistent with those before and after the reference
date, and would change in accordance with the scale of its business;
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12.

13.

14.

15.

16.

17.

The valuated entity and its subsidiaries would continue to use the TCL brand legally
after the valuation benchmark date, and would pay the agreed brand promotion fee
pursuant to Master Brand Promotion (2019-2021) Agreement which was entered into
before the reference date;

The current production premises of the Subject of Valuation in Huizhou is its
self-owned production plant. TCL Electronics is planning to lease the TCL Tonghu
Industrial Park, move to the industrial park in 2019 and pay the rental to TCL Tonghu
Industrial Park. The management expects the relocation plan will complete by the end
of 2020, after which the production capacity of TCL Electronics in Huizhou will be
increased to 30 million units. The original self-owned factory will be reclassified as
investment property.

The proportion of domestic sales revenue of the Subject of Valuation to the total sales
revenue would remain unchanged during the future forecast period. For overseas
sales, exported products would be exempted from duties and value-added tax on the
import of raw materials according to the export tax rebate policy of the Customs;

During the future operation periods, the expense structure for respective periods of
the Subject of Valuation would not be materially different from the existing one, and
would change in accordance to its business scale. The financial expenses as referred
to by this valuation represent the finance cost incurred by the entity to fund its normal
operation or construction during its production and operation. In view of frequent or
significant changes in the monetary funds or bank deposits of an entity during its
production and operation, the interest income from deposits was not taken into
account in the valuation, and neither were contingent profit or loss other than
interest-bearing liabilities;

The valuation only covered the items as shown in the valuation application form
provided by the Appointor and the valuated entity, and does not include contingent
assets and contingent liabilities that might exist other than those as contained in the
list provided by the Appointor and the valuated entity;

No force majeure that would have a material adverse effect on the valuated entity
after the valuation benchmark date;

If there should be any change of the above conditions, the valuation results would generally

cease to be effective.
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X. CONCLUSION OF VALUATION
(1) CONCLUSION OF VALUATION

Based on the judgement of the equity rights owners and the management of the enterprise on
the future development trend and the implementation of business plans, the income approach has
been adopted. In accordance with the necessary valuation procedures, assessment of the market
value of the entire equity interest of TCL Electronics’ shareholders (owners’ equity attributable to
the parent company within the scope of the pro forma consolidated financial statements) as at the
valuation benchmark date on 30 June 2019 was carried out. The specific valuation conclusion is
presented as below:

As at the valuation benchmark date on 30 June 2019, the carrying amount of net asset value
of TCL Electronics attributable to common shareholders was RMB8,942,793,700 according to the
pro forma consolidated financial statements, the amount of valuated value was RMB7,295,030,000,
representing a valuation impairment of RMB1,647,763,700 or an discount rate of 18.43%.

With reference to the relevant regulations in China, this valuation conclusion is valid for
one year after the valuation benchmark date. We compared the important operation and financial
data as of 30 September 2019, and concluded after analysis that this valuation conclusion is not
significantly different from the current value of the entire shareholders’ equity of the Target
Company as at 30 September 2019.

(2) CHANGES IN COMPARISON BETWEEN VALUATION RESULTS AND BOOK
VALUE AND REASON

The changes in comparison between the valuation results as at the valuation benchmark date
on 30 June 2019 using the income approach and the book value is shown as follows:

As at the valuation benchmark date on 30 June 2019, the carrying amount of net asset value
of TCL Electronics attributable to its parent was RMBS§,942,793,700 according to the pro forma
consolidated financial statements, the amount of valuated value was RMB7,295,030,000,
representing a valuation impairment of RMB1,647,763,700 or an impairment rate of 18.43%.

Reasons for the impairment: First, TCL Electronics is a traditional colour TV manufacturer,
which is faced with frequent price wars as a result of the trend of homogeneity in domestic colour
TV products, contributing to the decrease of overall profit levels in the Company and its peers in
recent years in the domestic market. The overseas high-end market has long been dominated by
Samsung and Sony. By adopting a product strategy of high quality-price ratio, TCL has rapidly
increased its global market share. As the domestic colour TV market has become saturated and the
domestic colour TV manufacturers gradually enter the overseas market, the competition in the
overseas market is getting more intense. Second, with the relatively frequent upgrade of features in
colour TV products such as wider screens, higher definition and intelligence, etc., enterprises need
to invest a large amount of capital for technological research and development as well as
production line upgrades. Third, as most of the Company’s products are for export or overseas
sales, if the Sino-US strategic rivalry continues and the Sino-US trade dispute escalates, there may
be potential impact on China’s export to North America. TCL Electronics indicated in recent
announcements that in response, it has well prepared for its global production capacity layout so as
to minimize the potential risks.
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XI. SPECIAL NOTES
(1) KEY INFORMATION SUCH AS OWNERSHIP RIGHTS MAY BE INCOMPLETE
OR FLAWED
1. As of the valuation report date, there were 27 buildings and constructions within the
scope of TCL Electronics’ reporting which were not registered with the relevant
property rights. Details of these buildings are listed in the following table:
Details of TCL Electronics’ Buildings Not Registered with Property Rights
No. of Property Gross
Ownership Published Name of Completion | Measuring Floor Area/
No. | Certificate Property Owner Buildings Structure Date Unit Capacity | Remarks
1 Yue Fang Di Quan TCL Overseas Phase 4 Warehouses Reinforced 2014/9/2 m? 9,871.44 | On 1 December 2017,
Zheng Huizhou Zi Di Electronics (Huizhou) (Block 6), District concrete TCL Overseas
No. 1100279986 Limited 19 (Warehouse) A, Electronics (Huizhou)
Zhongkai Hi-Tech Limited entered into a
Zone transfer agreement,
2 | Yue Fang Di Quan TCL Overseas Phase 5 Warchouses | Reinforced 2014/9/2 m? 13,547.04 | Pursuantto which the
Zheng Huizhou Zi Di Electronics (Huizhou) (Block 7), District concrete prochtlcs would_bc
No. 1100279985 Limited 19 (Plant) A, transferred to Fluizhou
Zhongkai Hi-Tech Moka Electronics
Zone Technology Co. Ltd..
As of the valuation
3 Yue Fang Di Quan TCL Overseas Phase 5 Warehouses Reinforced 2014/9/2 m? 10,167.04 benchmark date, the
Zheng Huizhou Zi Di Electronics (Huizhou) (Block 8), District concrete beneficial owners on
No. 1100279989 Limited 19 (Plant) B, the certificates of
Zhongkai Hi-Tech property ownership
Zone remained as TCL
4 Yue Fang Di Quan TCL Overseas PMC Buildings (Block | Reinforced 2014/9/2 m? 13,927.00 Overseas Electronics
Zheng Huizhou Zi Di Electronics (Huizhou) 3), District 19 concrete (Huizhou) Limited.
No. 1100279994 Limited) (Warehouse) B, The certificates of
Zhongkai Hi-Tech ownership for Moka
Zone Electronics were in
5 Yue Fang Di Quan TCL Overseas Phase 3 Warehouses Reinforced 2014/9/2 m? 21,471.87 Process.
Zheng Huizhou Zi Di Electronics (Huizhou) (Block 5), District concrete
No. 1100279992 Limited) 19 (Plant) C,
Zhongkai Hi-Tech
Zone
6 Yue Fang Di Quan TCL Overseas Injection Molding Reinforced 2014/9/2 m? 14,463.84
Zheng Huizhou Zi Di Electronics (Huizhou) Plant (Block 4), concrete
No. 1100279991 Limited District 19 (Injection
Molding Plants),
Zhongkai Hi-Tech
Zone
7 Yue Fang Di Quan TCL Overseas Min Construction Reinforced 2014/9/2 m? 39,394.00
Zheng Huizhou Zi Di Electronics (Huizhou) Works of the Main concrete
No. 1100279990 Limited Manfacturing Plant,
District 19 (Main
Plants), Zhongkai
Hi-Tech Zone
8 N/A Lanzhou TCL Electric Building and Structure | Reinforced 1998/8/1 m? 145.86 | As of the valuation
Appliance Sales Co (Fan Lijun) concrete benchmark date, the
Ltd beneficial owner on
the certificate of
property ownership for
building for
employees’ housing
benefit was Fan Lijun
9 N/A Shenyang TCL Electric Building brick and 1996/7/1 m? 85.00 [ As of the valuation
Appliance Sales Co (Liu Yuanfa) concrete benchmark date, the
Ltd beneficial owner on
the certificate of
property ownership for
building for
employees’ housing
benefit was Liu
Yuanfa
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No. of Property Gross
Ownership Published Name of Completion | Measuring Floor Area/
No. | Certificate Property Owner Buildings Structure Date Unit Capacity | Remarks
10 | N/A Shenyang TCL Electric | Building Brick and 1997/7/29 m? 122.00 | As of the valuation
Appliance Sales Co (Xiao Jinbo) concrete benchmark date, the
Ltd beneficial owner on
the certificate of
property ownership for
building for
employees’ housing
benefit was Xiao Jinbo
11 N/A Changchun TCL Office building of Reinforced 1999 m? 1,081.28
Electric Appliance branch concrete
Sales Co Ltd
12 N/A TCL King Electrical 2 corridors linking Brick and 2013/8/30 m? 260.00
Appliance (Huizhou) planned Phase I to concrete
Company Limited TOT plant
13 N/A TCL King Electrical Construction of Brick and 2013/12/30 m? 891.00
Appliance (Huizhou) surrounding wall for concrete
Company Limited planned TCL Phase
1T
14 N/A TCL King Electrical Construction of Brick and 2013/12/30 m? 385.19
Appliance (Huizhou) corridors 3 & 4 for concrete
Company Limited planned Phase 2
industrial park
15 N/A TCL King Electrical Staff Quarters 6#7# in | Brick and 2014/5/31 m? 17,086.36
Appliance (Huizhou) District 38# concrete
Company Limited
16 N/A TCL King Electrical Apartment 11# Brick and 2014/11/30 m? 18,771.52
Appliance (Huizhou) concrete
Company Limited
17 N/A (TCL King Electrical A newly constructed Brick and 2016/10/19 m? 80.60
Appliance (Huizhou) concrete structured concrete
Company Limited) building
18 N/A TCL King Electrical A newly constructed Brick and 2017/6/24 m? 500.00
Appliance (Huizhou) 500m3 fire concrete
Company Limited extinguishing water
tank
19 N/A TCL King Electrical Corridor linking Brick and 2017/7129 m? 217.30
Appliance (Huizhou) warehouses D-E concrete
Company Limited
20 N/A Inner Mongolia TCL 100000 — Framework 2012/11/29 m? 35,610.00
Optoelectronics manufacturing
Technology Co., Ltd. plant
21 N/A Inner Mongolia TCL 100001 — Framework 2012/11/29 m? 16,145.00
Optoelectronics manufacturing
Technology Co., Ltd. plant in
living area
22 [N/A Inner Mongolia TCL 100002 — injection Framework 2012/11/29 m? 270.00
Optoelectronics molding equipment
Technology Co., Ltd. room
23 | N/A Inner Mongolia TCL 100003 - Security Framework 2012/11/729 m? 128.00
Optoelectronics Room 1
Technology Co., Ltd.
24 N/A Inner Mongolia TCL 100004 — Security Framework 2012/11/29 m?
Optoelectronics Room 2
Technology Co., Ltd.
42.00
25 N/A Inner Mongolia TCL 100005 — Security Framework 2012/11/29 m?
Optoelectronics Room 3
Technology Co., Ltd.
26 N/A Inner Mongolia TCL 100006 - Corridor Framework 2012/11/29 m’ 240.00
Optoelectronics
Technology Co., Ltd.
27 N/A Inner Mongolia TCL 100034 — Hazardous Simple 2014/4/30 m? 95.00

Optoelectronics

Technology Co., Ltd.

waste
storage (3
warehouses)
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The enterprise declares that the ownership of the above buildings and structures belong to
the enterprise. Due to certain corporate issues, related property ownership registrations have not
been processed. The appraisal institution and relevant assessment personnel shall not be
responsible for any disputes which may arise from such property ownerships.

The valuation is carried out based on the areas reported by the enterprise. Corresponding
adjustments shall be made if there is any variance in the future property rights registrations. Users

of this report are reminded to pay special attention.

Save for the above, no other ownership issues have been found in this report.
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(2) UNCERTAINTIES INCLUDING UNRESOLVED MATTERS AND LEGAL DISPUTES

As of the valuation benchmark date, major unresolved matters and legal disputes in relation
to TCL Electronics as reported by the enterprise were listed as follows:

Description of proceedings involving TCL Electronics

Nature Brief Involved
Name of of the Time of |description dollar Latest
Item |plaintiff case the case |of the case amount update
1 Personalized Media |Patent 2017-5- |PMC’s patent US$3.5 In September 2018,
Communications litigation 17 infringement lawsuit | million both parties
LLC against TCL agreed to settle
Corporation and TCL the case with a
Multimedia, which settlement fee of
involved digital US1.7 million,
television technology which was paid
in the U.S. in respect by TCL
of claims for Electronics in
infringement, advance.
indemnity for
infringement,
plaintiff’s legal fees
and the issuance of
injuctions, etc.

In September 2018, the settlement fee of US$1.7 million in the above case was paid by TCL
Electronics in advance. Pursuant to the intellectual property guarantee agreement entered into
between TCL Electronics and the supplier, the relevant supplier bears the ultimate responsibility
and TCL Electronics is currently negotiating with the supplier for payment. This valuation has
taken into consideration the impact of the advance payment of TCL Electronics, on the valuation
conclusion but did not consider the impact on the valuation conclusion if the supplier takes the
ultimate compensation responsibility. Users of this report are reminded to pay special attention.

(3) SIGNIFICANT USE OF EXPERT WORKS AND RELEVANT REPORTS

This valuation did not refer to the contents of reports issued by other institutions.
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(4) MAJOR EVENTS AFTER THE PERIOD

1. Since the valuation benchmark date, the exchange rates of Renminbi against major
currencies such as the U.S. dollar, Euro, Japanese Yen and Hong Kong dollar have
fluctuated rather significantly. This valuation has not considered the impact of
exchange rate fluctuations on the valuation results after the valuation benchmark date.
Users of this report are reminded to pay special attention.

2. According to the announcement of TCL Electronics dated 12 August 2019, TCL King
(Chengdu), an indirect wholly-owned subsidiary of the Company entered into a sales
and purchase agreement with the purchaser, pursuant to which, the purchaser has
conditionally agreed to acquire and TCL King (Chengdu) (as the seller) has
conditionally agreed to sell 14% equity interest in TCL Finance held by TCL King
(Chengdu) at the consideration of approximately RMB255 million. This valuation has
already taken into consideration the impact of the above transfer of equity interest
after the reference date on the valuation results. Users of this report are reminded to
pay special attention.

(5) OTHER MATTERS REQUIRED TO BE EXPLAINED

1. According to the engagement arrangement, the financial statements used in this
valuation were the pro forma consolidated statements as at the valuation benchmark
date based on the following events:

(1)  As at the valuation benchmark date, TCL Electronics did not hold any equity
interest, directly or indirectly, of OPCO. Through the VIE agreements with
Shenzhen Falcon Network Technology Co. Ltd., which was held as to 60% by
TCL Electronics, OPCO became an indirect holding subsidiary of TCL
electronics, and was included in the consolidated financial statements in
August 2019. The pro forma consolidated financial statements as at the
valuation benchmark date included the 60% ratio of the equity right. As no
consideration was stipulated in the VIE agreements, the effect of the
consideration for the acquired share holding after the report date on the value
of the equity interest in TCL Electronics has not been considered.

In this valuation, value assessments were carried out based on the unaudited pro
forma financial statements of TCL Electronics as at the valuation benchmark date.
Users of this report are reminded to pay special attention.

2. As the customers and production plants of TCL Electronics and its long-term equity
investment units are located in different countries and regions of the world, the
business transactions involve different currencies. There are uncertainties in the
changes of different countries’ exchange rates, and the fluctuation of different
currencies may present foreign exchange risks to its future operations. Users of this
report are reminded to pay special attention.
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The responsibility of the appraiser and the appraisal institution was to exercise
professional judgement on determining the value of assets within the scope of the
valuation purpose as indicated in the report. It did not involve the making of
judgement by the appraiser and the appraisal institution on the economic activities
corresponding to such valuation purpose. To a large extent, the evaluation depends on
the relevant information provided by the appointor and the Subject of Valuation.
Therefore, the valuation work was very much based on the authenticity and legality
of the title documents of ownership rights, certificates, accounting documents and
legal documents provided by the Appointer and Subject of Valuation.

The scope of this valuation and the data, financial statements and relevant information
used in this valuation are provided by the Subject of Valuation. The Appointor and
the Subject of Valuation are responsible for the authenticity and completeness of the
information provided.

The relevant title documents of ownership rights and related information are provided
by the Subject of Valuation. The Appointor and the Subject of Valuation are
responsible for the authenticity and legality of the information provided.

If, after the valuation benchmark date, there is a change in the quantity of assets or
standard of valuation, it should be dealt with in accordance with the following
principles:

(1)  when there is a change in the quantity of assets, the valuated amount of the
assets should be adjusted according to the original valuation method;

(2)  When there is a change in the standard of valuation which has a significant
impact on the valuation results, the Appointor should promptly engage a
qualified appraisal institution to re-determine the value of the assets;

(3) In the event of any change in the quantity of assets or the standard of valuation
after the valuation date, the Appointor should give full consideration to the
actual value of the assets and make corresponding adjustments.

The profit forecast of the valuated enterprise obtained by the appraisal institution is
the basis of the income approach used in this valuation report. The appraiser has
carried out the necessary investigation, analysis and judgement on the profit forecast
of the valuated enterprise. After a number of discussions with the management of the
valuated enterprise and its shareholders and the subsequent revision and improvement
by the valuated enterprise, the valuation institution adopted the relevant data of the
profit forecast provided by the valuated enterprise. Using the profit forecast of the
valuated enterprise by the valuated institution does not guarantee the future
profitability of the enterprise.
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8. The conclusion of this valuation is based on the accurate judgement of the equity
holders and management of the Subject of Valuation on the future development trend
and the implementation of related planning. If the actual operating conditions of the
enterprise deviate from its business plan in the future and the existing management
fails to take effective measures to address the deviation the valuation conclusion will
become invalid.

XII. LIMITATIONS ON THE USE OF THIS VALUATION REPORT

(1)

(2)

(3)

“)

Scope of use

1. This valuation report may only be used by the users of valuation report as specified in
this valuation report. The right to use the information of this valuation report belongs
to the Appointor. Without the permission of the Appointor, the valuation institution
will not disclose such information freely to any other parties;

2. This valuation report can only be used for the purpose of valuation as stated in this
report;

The valuation institution and the appraiser shall not be held responsible if the Appointor or
any other user of the valuation report fails to use the valuation report in accordance with the
provisions of laws and administrative regulations, or within the scope as specified in the
valuation report;

This valuation report may not be used by institutions or individuals other than the
Appointor, other users of the valuation report as agreed in the asset valuation engagement
agreement and the users of the valuation report as prescribed by laws and administrative
regulations;

The user of the valuation report should correctly understand the conclusion of the valuation,
that the valuation conclusion does not reflect the realizable price of the Subject of Valuation
and should not be regarded as the guarantee of the realizable price of the Subject of
Valuation.

XIII. VALUATION REPORT DATE

The valuation report date was 1 November 2019.
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Shenzhen China United Assets Appraisal Co. Ltd.

Asset Appraiser:

Asset Appraiser:

1 November 2019
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APPENDICES
1. Pro forma financial statements of TCL Electronics as at valuation benchmark date (copy);
2. Business licences of the legal representatives of the engaging entity and the Subject of Valuation
(copies);
3. Letters of undertaking of the engaging entity and the Subject of Valuation;

4. Notice of filing for change of registration of Shenzhen China United Assets Appraisal Co. Ltd. (&
Il e g B R A AT BR A F) (copy)s

5. Business licence of Shenzhen China United Assets Appraisal Co. Ltd. (copy)
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China United Assets Appraisal Group Co., Ltd. ("% & & #PA5 £ B A R A 7)) (“CUAA”) was appointed
by TCL Corporation to evaluate the market value of the entire shareholders’ equity as at the reference
date in the pro forma financial statements of T.C.L. Industries Holdings (H.K.) Limited in relation to the
proposed disposal of the equity interests in T.C.L. Industries Holdings (H.K.) Limited by TCL
Corporation.

The subject of valuation was the entire shareholders’ equity in the pro forma financial statements of
T.C.L. Industries Holdings (H.K.) Limited. The scope of valuation covered all the assets and liabilities of
T.C.L. Industries Holdings (H.K.) Limited, including current assets, non-current assets and corresponding
liabilities, in the pro forma financial statements as at the reference date on which the valuation was
submitted.

There are 23 long-term primary equity investments within the scope of this valuation, all of which are
long-term equity investments, including TCL Electronics Holdings Limited (TCL7E T # 84 R )
(“TCL Electronics”).

TCL Electronics
(1) Profile of the Valuation

CUAA performed valuation on the 100% equity interest of TCL Electronics by adopting the market
approach and income approach separately, with the valuation reference date being June 30, 2018.
The carrying amount of net asset value of TCL Electronics attributable to its parent was
RMB7,604,052,000. With income approach, the valuation came up to RMB6,348,360,600,
representing a discount of RMB1,255,691,400, or 16.51%; with market approach, the valuation
came up to RMB7,086,772,400, representing a discount of RMB517,279,600 or 6.80%.

The main reason for the difference between the results of the market approach and the income
approach is that the market approach reflects the external market price of an enterprise at a certain
point in time, the result of which may fluctuate violently due to the influence of a number of
factors such as the environment of market investment, the degree of speculations, and the
confidence of investors; whereas the income approach is based on the professional analysis of the
historical operation of an enterprise, the result of which is obtained by making a reasonable
prediction of future incomes of the enterprise, and thus the fluctuation is relatively smaller as
compared with the market approach.
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(2)

TCL Electronics is one of the largest global TV manufacturers and distributors and its products are
sold all over the world. With the market approach, valuation is indirectly determined by referring
to the stock prices of peer listed companies and the valuation results are affected more by the
volatility of the stock market. The income approach is the judgment of the value of the valuated
entity after a comprehensive analysis of its internal business operation and external market
environment, combined with the valuated entity’s historical profit condition, the forecast of future
business development and many other factors. The valuation results can better reflect the value of
shareholders’ equity interest in the enterprise.

Therefore, the result of the income approach was adopted to represent the valuated results of the
equity interest of all the shareholders of TCL Electronics.

Basic Assumptions

i. The valuated entity would continue to operate as a going concern after the valuation
reference date;

ii. There would be no significant change in the political, economic and social conditions of the
countries and regions where the valuated entity locates after the valuation reference date;

iii.  There would be no significant change, other than those as known to the public, in the
macroeconomic, industrial and regional development policies of the countries and regions
where the valuated entity is located after the valuation reference date;

iv. There would be no significant change, other than those as known to the public, in the basis
and rates of taxation and policy levies in relation to the valuated entity after the valuation
reference date;

V. As of the valuation reference date, the valuated entity and its subsidiaries did not have any
litigations and contingencies that might affect their subsequent operations or valuation
results, except for those as disclosed herein;

vi. The management of the valuated entity would be responsible, stable, and competent after the
valuation reference date; and the products of the company could maintain a leading position
in terms of technologies used, with necessary investment in research and development;

vii.  The valuated entity would comply with relevant laws and regulations, and there would be no

material non-compliance matters that might affect the company’s development and
realization of revenue;
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viii.

iX.

Xi.

Xii.

xiii.

Xiv.

XV.

The accounting policies adopted by the valuated entity after the valuation reference date
would be consistent with those used in the preparation of the valuation report in all material
aspects;

The basic information and financial information provided by the appointor and the valuated
entity were true, accurate and complete;

There would be no significant change in the business scope and business model of the
valuated entity after the valuation reference date, other than those as disclosed in the
valuation report, on the basis of the existing management method and level,

The asset composition, the structure of main business, the revenue and cost structure,
marketing strategy and cost control of the subject of valuation during the future forecast
period would remain consistent with those before and after the reference date, and would
change in accordance with the scale of its business;

The valuated entity and its subsidiaries would continue to use the TCL brand legally after
the valuation reference date, and would invest on the brand in the same proportion as before
the reference date;

The existing production and operation premises of the subject of valuation in Huizhou were
self-owned and leased factories;

The proportion of domestic sales revenue of the subject of valuation to the total sales
revenue would remain unchanged during the future forecast period. For overseas sales,
exported products would be exempted from duties and value-added tax on the import of raw
materials according to the export tax rebate policy of the Customs;

During the future operation periods, the expense structure for respective periods of the
subject of valuation would not be materially different from the existing one, and would
change in accordance to its business scale. The financial expenses as referred to by this
valuation represent the finance cost incurred by the entity to fund its normal operation or
construction during its production and operation. In view of frequent or significant changes
in the monetary funds or bank deposits of an entity during its production and operation, the
interest income from deposits was not taken into account in the valuation, and neither were
contingent profit or loss other than interest-bearing liabilities;
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xvi. The valuation only covered the items as shown in the valuation application form provided
by the appointor and the valuated entity, and does not include contingent assets and
contingent liabilities that might exist other than those as contained in the list provided by
the appointor and the valuated entity;

xvii. No force majeure that would have a material adverse effect on the valuated entity after the
valuation reference date;

xviii. Inflation was not taken into account in the estimation of the inputs for this valuation.

If there should be any change of the above conditions, the valuation results would generally cease to be
effective.

3)

(4)

Valuation Method of this Valuation

Having a large number of subsidiaries, the valuated entity’s shareholding structure is rather
complicated and therefore not suitable to adopt the asset-based approach. As its core business is
prominent, therefore it is appropriate to adopt a method combined with the income and market
approach (comparison method of listed companies). Considering that the market approach reflects
the external market price of an enterprise at a certain point in time, the result of which may
fluctuate violently due to the influence of a number of factors such as the environment of market
investment, the degree of speculations, and the confidence of investors; whereas the income
approach is based on the professional analysis of the historical operation of an enterprise, the result
of which is obtained by making a reasonable prediction of future incomes of the enterprise.
Therefore the result of the income approach is selected as the final conclusion of the valuation.

Particulars on the Valuation by Income Approach
i General principle of this valuation

Based on the results of due diligence for this valuation and the assets composition and
characteristics of the main businesses of the subject of valuation, the main businesses of the
legal entities within the pro forma consolidated financial statements of TCL Electronics
were production, research and development and sales of LCD TVs and display products,
which should be regarded as the same profit subject. Therefore this valuation exercise was
conducted by estimating the equity value of the subject of valuation based on TCL
Electronics’ audited pro forma consolidated financial statements. To begin with, the value of
the operating assets were valued using discounted cash flow method (DCF) based on income
sources, plus the value of other non-operating or surplus assets as at the reference date, to
derive the enterprise value of the subject of valuation. Then, the interest-bearing debts were
deducted from the corporate value to arrive at the value of the total equity value of the
subject of valuation.
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ii.

Basic principles of this valuation:

A.

In respect of the assets and main businesses included in the scope of the financial
statements, the expected net cash flow were estimated based on the trend of historical
operating conditions in recent years and the types of businesses, and discounted to
obtain the value of the operating assets;

Cash assets (liabilities) as at the reference date which were included in the scope of
the financial statements but were not taken into account in the expected income (net
cash flow) during the valuation, were defined as surplus or non-operating assets
(liabilities) existed as at the reference date, and their values were valued separately;

The value of the entire shareholders’ equity of the subject of valuation was arrived at
by adding the value of the operating assets and of the surplus or non-operating assets
derived as mentioned above, and deducting the interest-bearing debts due from the
entity.

Valuation model

A.

Basic model

The basic model for this valuation is as follows:

P=E-M

Where:

P: Appraised value of equity interest attributable to owners of the parent company;

E: Appraised value of owners’ equity;

M: Appraised value of minority equity interest;

M = Appraised value of owners’ equity x percentage of minority equity interests
Percentage of minority equity interests = book value of minority equity interests/

(book value of minority equity interests + book value of equity interest attributable to
owners of the parent company).
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B: Enterprise value of the subject of valuation;

B=P+ZC,.

P: Value of all operating assets of the subject of valuation;
n

> R R,

P = i=1 .
(1+7r) r(1+r)"

Where:

R:  The expected income (free cash flow) of the subject of valuation in the ith year
in the future on a consolidated basis;

R: The expected income (free cash flow) of the subject of valuation in a
sustainable period on a consolidated basis;

I: Discount rate;

n: The future operating term of the subject of valuation;

ZCi: The value of non-operating and surplus assets that exist as at the reference
date.

C=C+C,+C,+C,
Where:

C,:  Value of wholly-owned, controlling or non-controlling investments that do not

reflect investment income in the expected revenue (free cash flow);
C,:  Value of cash or equivalent assets (liabilities) as at the reference date;

C,: Value of construction in progress that was not taken into account when
calculating the income in the expected revenue (free cash flow);

C,: Value of assets including bad or idle equipment and properties as at the
reference date;

D: Value of interest-bearing debts of the subject of valuation.
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Income metrics

In this valuation, the company’s free cash flow was used as an income indicator of its
operating assets, as defined below:

R = net profit + depreciation and amortization + post tax interest on interest-bearing
debt — additional capital

Where:
Net profit =  operating revenue - operating cost — sales tax and surcharges —
expenses for the period (operational expenses + administrative

expenses + finance costs) — income tax

Depreciation and amortization = depreciation and amortization in costs and expenses
(operational expenses and administrative expenses)

Interest on interest-bearing = total interests on long-term and short-term interest-
debts net of tax bearing debt x (1 - income tax rate)

Additional capital = investment in assets renewal + incremental working capital +
additional investment in long-term assets

Where:

Investment in assets renewal = renewal of buildings + replacement of machines and
equipment + replacement of other automation
equipment (electronics, transportation and etc.) +
renewal of intangible assets

Incremental working capital = current working capital - previous working capital

Where:

Working capital = cash reserves + inventories + receivables - payables
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Additional investment = additional investment in fixed assets + additional

in long-term assets investment in intangible or other long-term assets

The expected future free cash flow of an enterprise is calculated according to its
operating history and future market development, assuming that it would continue to
operate as a going concern for a longer sustainable period after the forecast period,
and the expected revenue of the subject of valuation in the sustainable period would
be equal to the free cash flow for the final year of the forecast period. The value of
the operating assets of the enterprise was calculated by discounting and adding the

free cash flow which would be generated in the future operating term.
Discount rate

This valuation adopted the weighted average cost of capital model (WACC) to
determine the discount rate r

rEr, W, T W,
Where:

W,: Debt ratio of the subject of valuation;

D
Woe ————
i~ (E+D)

W_: Equity to capital ratio of the subject of valuation;

E
W = —"
«~ (E+D)

r:  Cost of equity capital, as determined based on the Capital Asset Pricing Model
(CAPM);

re=rtpox @, -r)te

Where:

r. Risk-free rate of return;

r . Market expected return rate;

e:  Specific risk-adjusted factor of the subject of valuation;

B,: Expected market risk factor of equity capital of the subject of valuation;
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D. Determination of forecast period

As the entity had been operating normally with relatively stable business conditions,
the forecast period was defined as 5 years for each period, that is, from July 2018 to
2023. The revenue would remain stable starting from 2024 onwards.

E. Determination of yielding period

As the entity would be able to operate as a going concern in the long run through
normal renewal of long-term assets including fixed assets, the yielding period was
determined on a perpetual basis.

(5) Particulars on the Valuation by Market Approach
i Selection of comparable listed companies

TCL Electronics is principally engaged in the research and development, production and
sale of LCD TVs, commercial displays and police monitors, and is categorized as the
consumer electronics industry. There are listed companies with similar business in the
H-shares consumer electronics industry and household appliances industry. Therefore, 15
listed companies principally engaged in similar business have been selected as comparable
companies for this valuation.

ii. Quantifying comparison between TCL Electronics and comparable companies

This valuation evaluates the performance of the enterprises in four aspects, including
profitability, development capability, operating capability and solvency. Specifically, the
following 10 indicators are selected as comparable indicators in the valuation system: a.
Profitability: operating profit margin, return on total assets, return on net assets; b.
Development capacity: operating income growth rate, total assets growth rate; c. Operating
capacity: total assets turnover, accounts receivable turnover, inventory turnover; d.
Solvency: current ratio, quick ratio.

iii.  Determination of value ratio

Value ratios used in the market approach of valuation generally include price-to-earnings
ratio (PE), price-to-book ratio (PB), price-to-sale ratio (PS), enterprise value to earnings
before interests, taxation, depreciation and amortization ratio (EV/EBITA), enterprise value
to operating income after tax ratio (EVIAT), etc. Among the above five indicators,
enterprise value to earnings before interests, taxation, depreciation and amortization ratio
(EV/EBITA) and enterprise value to operating income after tax ratio (EVIAT) focus on the
judgment of the overall value of the enterprise; whereas price-to-earnings ratio (PE),
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iv.

price-to-book ratio (PB) and price-to-sale ratio (PS) focus on the judgment of the value of
the equity interest of shareholders. For the purpose of reasonably determining the value of
the subject of valuation, it is appropriate to choose price-to-earnings ratio (PE),
price-to-book ratio (PB) and price-to-sales ratio (PS) as value ratios.

Based on the characteristics of the enterprise being evaluated, the profitability, financing
structure and depreciation and amortization policies, along with other factors are
comprehensively considered when determining the value ratios. Combined with the actual
situation of the valuated entity, and considering that the company has been established for a
long time and has maintained a relatively stable income and profit in the historical years,
which indicate a good profitability condition, price-earnings ratio (PE) is selected as the
value ratio for this valuation.

Calculation of comparative benchmark value ratio

Selection of comparable companies’ price-to-earnings ratios: the comparable value ratio
selected this time is price-to-earnings ratio (PE).

Based on the weight of 25% for each of the profitability, solvency, operating capacity and
development capacity, the ratio adjustment factors for the comparable cases were obtained,
which were then multiplied by the corresponding price-to-earnings ratios in the comparable
cases to obtain the comparative benchmark price-to-earnings ratios for the comparable cases.
The price-to-earnings ratio of the valuated enterprise was derived from the average of the
comparative benchmark price-to-earnings ratios of the comparable companies. After
excluding the largest deviations, i.e. the maximum and minimum values, the final average
value of the comparative benchmark price-to-earnings ratio derived from the comparable
companies came up to 9.

Calculation of the value of total equity interest of shareholders of TCL Electronics before
deducting liquidity discount

Since the selected ratio was price-to-earnings (LYR), which corresponded to the latest
annual report data, it was multiplied by the net profit attributable to owners of the parent of
the valuated enterprise for the year 2017, resulting in the value of TCL Electronics
attributable to owners’ equity interest of the parent company.
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vi.

vii.

Viii.

ix.

Value of the subject of valuation attributable to the owners’ equity interest of the parent
company before deducting liquidity discount:

Value attributable to the owners’ equity = Net profit attributable to owners of the
interest of the parent company before parent company x comparative benchmark
deducting liquidity discount PE ratio

= RMB793,253,000 x 9.00
= RMB7,139,277,000

Determining liquidity discount

As the evaluated entity and the selected comparable companies are listed companies, their
shares have strong liquidity and do not need to consider liquidity discount. Therefore,
liquidity discount = 0%.

Calculation of owners’ equity interest attributable to the parent company

Owners’ equity interest attributable to the

Value attributable to the owners’ equity
parent company interest of the parent company before
deducting liquidity discount x (1 —
liquidity discount)
= RMB7,139,277,000 x (1 — 0%)
= RMB7,139,277,000

Calculation of the value of shareholders’ equity interest attributable to the parent
company

According to the consolidated balance sheet as at 30 June 2018, the minority equity interest
of the parent company accounted for 0.735% of its owners’ equity interest.

Value of shareholders’ equity interest Entire equity interest of shareholders x (1
attributable to the parent company — minority interest as a percentage of
owners’ equity)
= RMB7,139,277,000 x (1 — 0.735%)

= RMB7,086,772,400
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