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Appendix 2: Historical Price of &I R
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1 FEIERER A, H2EM 2014 (K11 11038.610 J7t3 2015 4F ¥ 11 561.17 Jiot, s
WMAESE /N T K2 95% .

2) b4/ T B R RRE T [ B2 AR B SN g N, I, RATA B ARG S — S
e B IR AT LR e IR . BARTOR, XT 2016 SRAE e Bt AR A I

T 2016 0.12
FCFF = NI+NCC+(Int *(1-tax rate) ))- FClnv - i
WClnv Note
Net Income after Tax 8061.2448 | =T 2015 F4# 12%37 K
NCC - Asset Impairment loss 31258 | BBAAE
NCC - Increase in Deferred Tax Assets 319.38 | MBI
NCC - Depreciation/Amortization 1427.21 | BBAE
NCC - Income from Restructuring Charge 0
NCC - Increase in Prepaid Expenses 248.48 | BBLAAE
Int*(1-tax rate) 3888.03 | RUBAE
FCInv (Fixed Capital Investment) 3102.4896 i%ﬁﬁ)t\jafztgogw\
Sales proceeds from sale of Fixed Assets
WClIn (Working Capital Investment) 8969.46155 | 1% E—FHK 1%
FCFF 1049.25365

TR &5 AEATYN% et B 261, 2016 4E 1 B &9 h 1049.25365 /5 7T

B IFEISIIE (RISEAEE A WACC, A WINSE=) Bk 7B,

Credit Rating {5 H PP St 2 2%

Based upon the financial data , it was estimated that &1l %R R MR, HLME N 5.54%.
PD 5.54% ,

Rating : between BB and BBB (BBB is the investment grade) ; BBB /& ] % 2¢ 51 .

(That is, the likely rating of an US equivalent company with similar financial situation should it issues
debt )

1. WACC: 8.2%, derived from the following inputs

2.1. Required rate of return : 9.12% computed based upon the following inputs:



2.1.1 Risk free rate 2.45% (Chinese Government 5 years bond yield) J&XUE&HIZR (rp [ EL
JiF 5 A HIE 7D

2.1.2 Beta: 1.25 (in finance, the beta B or beta coefficient) of an investment indicates whether
the investment is more or less volatile than the market. In general, a beta less than 1 indicates that the
investment is less volatile than the market, while a beta more than 1 indicates that the investment is more volatile
than the market. Volatility is measured as the fluctuation of the price around the mean: the standard deviation.

This was calculated based on the historical price of {1k i and Shanghai Stock Exchange Index

1.1.3. 9.12. Long Term accumulative (annualized) return of Chinese Stock market 1995-2012,
based upon the research :The Real Value of China’s Stock Market, Jennifer N. Carpenter, New York
University, Fangzhou Lu, MIT, Robert F. Whitelaw, New York University

2.2 Cost of debt 0.577% Flifi pf A<

Probability of default: 5.54%:F £ %
i ELEIE N 40%.
B HBRZIRUTE, BN LA RSE, AR EREAT I, B
1049.2536,

This was calculated based upon the econometric model listed in the reference . 7£22% Uik BT 41 1) it
AT TR

2. Key Assumptions: X A< R L4 3 16 K 1) B i ik
3.1 Growth rate

3.1.1 In the foreseeable future,

N4 (2015-2016) MK 13%, DUERFFELL 7.5%M5K .
These assumptions are based upon iR %2 % 41 F5 &

Growth (%) & 4 K-

| R e F Al A A7 £ 6%
PRA 12%
B SCRIAT e Sl 2 % 7%

REM %
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(i) PE PB | PS (A H%) (i) (i) ERIAE
002400.SZ | )" Mefd | 9628636707 | 44.65 | 9.6 | 2.699 51.9291 1707204.608 | 777977.753 | ) EAREL )T B
300058.SZ | Wit tks | 8628505257 | 84.081 | 6.552 | 3.704 4431 2052833.15 | 1137017.31 | J # AU
000917.8Z | i f&lf | 547387.6344 | 117.86 | 359 | 6.944 72723 | 2550183.852 | 1577354.82 | /AR TIKMIRGS
002712.8Z | MRAEWE | 2494032098 | 13547 | 11.6 | 4.737 15.96 1008266.193 | 119325.992 | / # UL Ty
603598.SH | SIuf#E | 1858126554 0| 16.47 | 5638 30.4318 652565.96 | 90225.8501 | /T fUEL
300392.SZ | WEfiMit | 1452386132 | 132.97 | 18.25 | 12.34 73.0447 1224960 | 146660.513 | LIRSS
603729.5H | Tkttt | 1320438944 | 1213 | 7.674 | 5583 12.1583 518625.93 | 110681.188 | / AL
002181.SZ | AL 129590.01 | 90.392 | 4171 | 11.82 -19.9 1092555.742 | 506181.858 | / wfUHL. U Bt
Median 217607.9326 | 104.13 | 8.637 | 5.1 23.1959 1158757.871 | 326421.186
Average 401898.7767 | 90.84 | 9.74 | 6.683 26.900775 1350899.429 | 558178.161

Estimation details
Credit Rating
Based upon the financial data , it was estimated that
PD 5.10%,
Rating: between BB and BBB (BBB is the investment grade) ;
(That is, the likely rating of an US equivalent company with similar financial situation should
it issues debt)
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original probability of rating after five yoars (percent)

rating | AAA AA A BBB BB B CCC  Default
AAA 7238 2169 4.7+ 0.86 0.20 0.08 0.01 0.02
AA 249 68645 25086 445 0,75 0.51 0,08 0,18
A 0.39 819 6822 1805 3.19 1.32 0.18 0.50
B8B 0.18 1.72 1680 8061 13.16 4.68 0.79 2.08
B8 013 0.53 381 1950 4477 1984 3,09 8.3
B 0.06 042 1.62 415 1518 4697 656 2515
CcCC 0.34 0.20 21 3.05 633 1810 1238 5851

Default 0.00 0.00 0.00 0.00 0.00 0.00 0.00 100,00

1. WACC: 9.74%, derived from the following inputs
2.1. Required rate of return : 9.787% computed based upon the following inputs:

2.1.1 Risk free rate 2.45% (Chinese Government 5 years bond yield)

2.1.2 Beta: 1.25 (in finance, the beta  or beta coefficient) of an investment indicates
whether the investment is more or less volatile than the market. In general, a beta less than 1 indicates
that the investment is less volatile than the market, while a beta more than 1 indicates that the
investment is more volatile than the market. Volatility is measured as the fluctuation of the price
around the mean: the standard deviation.

This was calculated based on the historical price of %= %% and Shanghai Stock Exchange
Index

1.1.3. 9.12. Long Term accumulative (annualized) return of Chinese Stock market
1995-2012, based upon the research
The Real Value of China’s Stock Market,
Jennifer N. Carpenter, New York University
Fangzhou Lu, MIT, Robert F. Whitelaw, New York University

2.2 Cost of debt 4.15%

Probability of default : 5.12%
Recovery rate : 0.4
This was calculated based upon the economic model model listed in the reference .

2. Key Assumptions:

3.1 Growth rate
3.1.1 In the foreseeable future,

25% for the next year (i.e continuing current growth) 20%
For the next 3 consecutive years (slightly lower than

12



These assumptions are based upon

Growth
(%)
Peer Median | [AJ47 5% 4+ Mk Hp A ¢ 23.5
RE M4 RE M 24%
Peer Average | [F475% 4 fk-F 354k 26

3.1.2 Long term ( 5 years later): stable growth : 5%

(ol
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3;%5“ 217920942 | 24722 | 1.974276 | 0835738 |  18.9109 | 1876717.636 | LTI fLEikat
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%EEH&L 902236.265 | 24.191 | 3.035905 | 1.998443 3015 | 1704786.817 | 2B TR
000090.5Z t PN
Eﬁ‘% 631777.711 | 29.139 | 2.351434 | 2.294812 10.2321 | 1243130.274 | RHEH. EBHE
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