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Tiange has been fabricating its operating and financial performance from the days it was preparing for its
Hong Kong IPO in mid-2014. Our research and investigation show that it has exaggerated the user base
of its live video streaming communities by about 6x and inflated its revenue by more than 100%.

According to iResearch, a mainland China industry expert, penetration rate of Tiange's video streaming
communities was only 1/8 of that of 6.cn, a peer we regard as most comparable. Tiange derives revenue
from selling virtual currency mainly through third-party distributors and their sales agents and in 2013
recognized 44% of total user spending as its revenue. Based on numbers disclosed by Tiange and 6.cn,
Tiange's implied TUS in 2013 was 4.3x that of 6.cn.

Sales agents are supposed to transfer payment to the distributor's account. But we have concrete evidence
that payment made by sales agents for the purchase of virtual currency goes directly into a Tiange
executive's personal bank account. End-user's payment through sales agents also goes directly to a Tiange
subsidiary's bank account. If all payments bypass the distributors, they cannot contribute any revenue to
Tiange.

Our investigations also reveal that four of the distributors that had existed at the time of Tiange's IPO
have since been dissolved. For 2016, the biggest existing distributor reported revenue merely 2.6% of the
amount that it supposedly had received from working for Tiange. If one eliminates all the "contributions"
from the distributors, Tiange's real revenue over the years amounts to merely 48% of reported numbers in
aggregate.
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We have adopted two different approaches to ascertain the company's user base: by monitoring the total
concurrent users of Tiange communities, and by analyzing its bandwidth costs to extrapolate its peak
concurrent user base. Different methods lead to one conclusion: Tiange inflates the number of its MAUs

by about 6x. Based on assumptions in favor of Tiange, we conclude that the company's revenue in 2013
was at most 41% of its claim.

There is no doubt that the business model and financial statements of Tiange are seriously fraudulent, to
the extent that there is simply no need for a valuation analysis. For a long-running case of criminal
deception, the only appropriate regulatory action is Delisting.
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Disclaimer

We are a group of seasoned equities analysts with many years of experience in the research of economic
and political trends as well as individual stocks around the world. With background in various
international investment banks, we have followed the development of the Chinese equities market right
from day one.

We are determined to expose as much of the fraud in the Chinese stock market as we can. The most
widespread and serious fraud is probably that undertaken by listed companies, in fabricating non-existent
businesses and stealing shareholders money, among other tricks.

In exposing these crimes we challenge the listed companies to prove the integrity of their announcements
and financial statements. The listed companies, of course, want everybody to believe that their
announcements and financial statements are true. Their auditors, employees, independent directors,
lawyers, shareholders and even the general public all hope that these announcements and financial
statements are true.

We have made our best effort to ascertain that everything we say in this report is accurate. We
have obtained our information from public sources that we believe to be accurate and reliable, or
from sources whom we believe are not insiders or connected parties to the companies mentioned
herein. However, we are certainly NOT in the business of making investment recommendations.
This is not an investment report and should not be regarded as such. Read and use our reports at
your own risk. Most important of all, DO YOUR OWN RESEARCH BEFORE YOU COMMIT
OTHER PEOPLE'S MONEY.

We and/or our associates/partners may have long or short positions in the equities and/or their
derivatives at the time of publication of our reports, and we and/or our associates/partners may
maintain or change our positions at any time.



Tiange - Virtual Sales, Zombie Users

Part 1 Can One-eighth Users Generate 4x Total Spending?

Tian Ge Interactive Holdings Limited (Tiange) was listed in Hong Kong in July 2014. It has reported
compound revenue growth of 17% per annum from Rmb384m in 2011 to Rmb834m in 2016. However,
our investigations reveal that its sales and distribution model is fraudulent, and that it has fabricated its
user numbers and financial performance even before its initial public offering (IPO).

At the time of its IPO, Tiange operated eight "many-to-many" live social video streaming communities,
including 9158 Video Community and Sina Show, its two primary communities, and one "one-to-many"
community, Sina Showcase. Our research and investigation show that these three communities have
always accounted for the bulk of Tiange's revenue.

Exhibit 1 below shows Tiange's revenue breakdown during 2011-16. Note that it ceased to provide
revenue contribution by communities after its IPO, and from 2015 onward it further combined revenue
from live social video platforms and games into a single online interactive entertainment service.

Exhibit 1 — Tiange revenue breakdown 2011-16
Year end Dec 31 (Rmb m) 2011 2012 2013 2014 2015 2016
Live social video platform 370 437 528 631
9158 Video Community 152 166 194
Sina Show 115 191 232
Sina Showcase 4 13 18
Other communities 99 67 85
Games and others 14 19 20 61
Mobile and online games 3 2 3
Others 11 16 17
Total 384 456 548 692
Online interactive entertainment service 373 440 531 692* 591 759
Others 11 16 17 0 87 75
Total 384 456 548 692 678 834

Source: Tiange
* Including revenue from other businesses
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1.1 Attributable Revenue Amounts to 44-54% of Total User Spending

Tiange derives revenue from the sale of virtual currency, which can be used to purchase virtual goods on
its platforms.

Virtual currency sold but yet to be converted into virtual goods is accounted for as customer advance or
deferred revenue. At the end of 2013, Tiange reported Rmb24m of aggregate customer advance and
deferred revenue against revenue recognition of Rmb548m for the year. We regard this timing difference
as insignificant.

Tiange sells virtual currency (i) through third-party distributors and sales agents and (ii) directly to users.
According to the IPO prospectus dated June 25, 2014, distributors enter into distribution agreements with
Tiange, pursuant to which they have the right to purchase virtual currency from the company on a set
discounted basis. They then enter into sub-distribution agreements with sales agents, who are responsible
for sales to users.

(i) Through third-party distributors and sales agents

For the years ended December 31, 2011, 2012 and 2013, Tiange sold about 85%, 84% and 86%,
respectively, of virtual currency through third-party distributors and sales agents.

For virtual currency sold through third-party distributors, Tiange takes a share of 30% to 40% of total
user spending (TUS), as shown below in Exhibit 2. In our analysis, we assume an average share of 35%.

Exhibit 2 — Tiange retains 30-40% of TUS for virtual currency sold through distributors

Sales agent

100%

Distributor’s account in
company’s system

30%-40% 60%-70%

Our Company Distributor

Source: Tiange IPO prospectus, p.175
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(ii) Directly to users

For the years ended December 31, 2011, 2012 and 2013, Tiange sold about 15%, 16% and 14%,
respectively, of virtual currency directly to its end-users.

For such sales, naturally Tiange retains 100% of TUS.

Accordingly, we can estimate that Tiange's revenue from live social video streaming communities
amounted to about 44% ( = 14% * 100% + 86% * 35% ) of TUS in 2013. This is in line with the IPO

disclosure that "platform operators typically receive approximately 40% to 50% of total user spending"*.

Over the years, the effective share of revenue that Tiange can recognize from the sale of virtual currency
has ranged between 44% and 54%.

For a more detailed discussion of Tiange's sales structure, please see Appendix I: TUS, Revenue and
Top Five Distributors® Contribution.

1.2 Tiange's Implied TUS was 4.3x of its Peer in 2013

For its IPO, Tiange paid iResearch, an independent industry expert, Rmb385k to prepare a report on the
interactive entertainment market in China. The iResearch report, whose date has not been revealed, lists
Tiange, YY Inc. (YY.O), Jinhua Changfeng and 6.cn as leaders in the live social video community market
in terms of 2013 TUS.

Since 2015, live video streaming has becoming an increasingly popular entertainment in mainland China.
Among the major players, we regard 6.cn as most comparable to Tiange. For a better understanding of
6.cn's business, please see [ Jix AU A S547 B3 S SCAS 3 4 i B8 M1 5 £ T 25 8 < RR 68 M A2 o) < ST
M sEER kY (Independent Financial Adviser's Report on Song City's Proposed Asset Acquisition in
Cash and Shares, Related Funding and Connected Transactions, or the 6.cn IFA Report).

According to the IPO prospectus, iResearch estimates that Tiange had a 33.9% market share in terms of
TUS in China's live social video community market in 2013, compared to 11.6% for 6.cn. This implies
that Tiange's TUS was 2.9x that of 6.cn.

! http:/Avww.hkexnews.hk/listedco/listconews/SEHK/2014/0625/L TN20140625065.pdf, p105



http://www.cninfo.com.cn/finalpage/2015-03-18/1200711564.PDF
http://www.cninfo.com.cn/finalpage/2015-03-18/1200711564.PDF
http://www.hkexnews.hk/listedco/listconews/SEHK/2014/0625/LTN20140625065.pdf

Tiange - Virtual Sales, Zombie Users

Exhibit 3 — According to iResearch, Tiange's TUS was 2.9x that of 6.cn in 2013

China’s Live Social Video Community Market Share by User Spending in 2013

Tian Ge Interactive
Holdings Limited
33.9%

Jinhua

Chan 4
1] Y'Y Inc.
23.1%

Neote: Y'Y Inc.'s revenue only includes users spending on its online music and entertainment business, as its
games business is mostly MMORPGs and web games which are outside of the market scope.

(1) Operator of Guagua.cn (its major community) and other communities.

Source: iResearch Report

Source: Tiange IPO prospectus, p.106

Based on the numbers disclosed by Tiange and 6.cn, we can conclude that:

- Tiange reported Rmb528m of revenue from live social video streaming business in 2013,

implying TUS of about Rmb1,198m (=528 / 44% ).

- According to the 6.cn IFA Report, 6.cn achieved revenue of Rmb281m in the same year. Unlike
Tiange, 6.cn does not rely on distributors for its sales. Its reported revenue is therefore the same as

its TUS.

- Tiange's TUS in 2013 was therefore 4.3x ( = 1,198 / 281 ) that of 6.cn, higher than the estimate

made by iResearch.
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1.3 Tiange 2013 Penetration Rate Only one-eighth of That of 6.cn

Before taking on Tiange's IPO-related job, iResearch published independently a report entitled H[E#1: %2
MAARAT S35 R WT 7T 25 2013 4E (China Social Video Streaming Industry Development Research Report
2013) in July 2013. According to this report, Tiange's 9158 Video Community achieved a penetration rate
of 2.1% in March 2013 while its Sina Show achieved a penetration rate of 2.0% in the same month. A
community's penetration rate is calculated as the total number of its unique visitors during the month
divided by the total number of unique visitors for all social video streaming communities in the same

month.

Tiange reported a year-on-year revenue growth of 21% in 2013, which was much lower than the industry
growth rate of 54%?. Taking the March 2013 penetration rates as the full year rates is an assumption to

the advantage of Tiange.

Exhibit 4 — Penetration rates of leading social video streaming websites/apps — March 2013

2013.3h B = EH X MIAM UL/ R4 R B ER

6.cn
YY
SEhm 10.2%
B 9.6%
AL 5.6%
BN EEE M 2.3%
9158 2.1%
Sina Show 2.0%
EERED 1.0%
S15%17 0.9%
g 0.5%
0% 10% 20%

B W EgiUserTracker

©2013.5Research Inc.

39.3%
36.3%
30% 40% 50%
; 21580 FE 1581 imt X M3 AP 1582 AR
ey
...... esedrc m.cC

Source: http://www.iresearch.com.cn/report/1988.html, p.11

2 IPO prospectus, p.105
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We can see from Exhibit 1 above that 9158 Video Community and Sina Show together accounted for
81% of Tiange's live social video streaming revenue in 2013. From this, we can extrapolate that the total

penetration rate of all Tiange's video streaming communities was about 5.1% ( = 4.1% / 81% ). This was
only one-eighth of that of 6.cn (5.1% / 39.3% = 12.9% ).

Naturally, the question is, how could Tiange achieve TUS equivalent to 4.3x that of 6.cn, with a
penetration rate only 12.9% of that of the latter?

11
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Part 2 Sales Agents Pay Tiange Directly — What About the Distributors?

From 2011 through 2016, the top five Tiange distributors accounted for 67%, 69%, 68%, 60%, 46% and
48%, respectively, of the company's total cash proceeds received from sales of virtual currency and game
coins. However, our investigations reveal that the distributors do not perform any meaningful functions
and do not really receive any money from the sales agents.

We have concrete evidence that payment made by sales agents for the purchase of virtual currency goes
directly into a Tiange executive's personal bank account. End-user's payment through sales agents also
goes directly to a Tiange subsidiary's bank account. If all payments bypass the distributors, how can
they contribute any revenue to Tiange?

2.1 3Q15 Presentation Shows Sales Agents' Cash Goes Directly to Tiange

Tiange says it works with third-party distributors to manage the sales and marketing of its virtual
currency. Distributors manage various aspects of the company's ecosystem, including day-to-day
management of sales agents and promotional functions, such as host recruitment and marketing.

Exhibit 5 below, extracted from Tiange's IPO prospectus, shows that distributors supposedly played an
important role in the development of their respective and assigned live social video communities.

Exhibit 5 — Distributors' purported roles

Relationships with
our Company and

Participant Numbers during TRP other participants Responsibilities/Activities
Distributors. . . + 5,6 and 4 ¢ All distributors are *« Manage the sales and
distributors in 2011, independent from our marketing of virtual
2012 and 2013, Company currency
respectively, and 3
distributors as of * Enter into annual * Hire, train and manage sales
December 31, 2013 distribution agreements with agents
our Company
* Each community ¢ Recruit hosts and identify
only has one profitable genres and
distributor. content
¢ Market and promote our
communities and brand

Source: IPO prospectus, p.168

12
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However, about a year after its listing, Tiange more or less expunged the distributors from its 3Q15
corporate presentation. In Exhibit 6 below, the flow chart on the left has no role for distributors in
Tiange's cash flow and virtual goods flow. Sales agents feature prominently in this slide, while
distributors are merely mentioned briefly in passing as managers of specific communities (red item 1) and
buyers of virtual currency (red item 2).

Exhibit 6 — No major role for distributors in 3Q15 corporate presentation

2 Established and Trusted Ecosystem

The participants in our communities and the underlying infrastructure of our platform form an established

and trusted social ecosystem with high barriers to entry
1500 -1 Sales agents help to recruit hosts and identify
+

profitable genres and room content

-l Sales agents sell virtual currency to users in the
room and enable wide geographical coverage of
users

Sales agents

_1 Attract users and promote room interaction and
virtual goods consumption
1 Users on air often become hosts

Company

_! Develop and maintain‘®'"3 technology f@"upport live
social video platform

-1 Sell virtual currenc lcl distributors |and|arrange sales'
——» Cash flow Virtual good flow = Content control agents enter roomsfto sell to users

@ I Monitor the content and ensure a healthy platform

Each community has an assigned exclusive distributor for the management and|
distribution of virtual currency in their respective platforms

j aStiance e 7]

Source: http://www.tiange.com/Upload/Tiange%203Q15%20PPT%2011.30.2015%E5%8E%BB%20appendix.pdf, p12

Tiange claims that it is the distributors' responsibility to hire, train and manage sales agents. However,
sales agents are actually recruited by Tiange (or its subsidiary) directly. Take Sina Show for example. Its
client software carries a "Join as agent (i #XEE)" link (see Exhibit 21 below) that goes to a page shown
in Exhibit 7 below.


http://www.tiange.com/Upload/Tiange%203Q15%20PPT%2011.30.2015%E5%8E%BB%20appendix.pdf,
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Exhibit 7 — Application for becoming a Sina Show sales agent

2 o NERANRRS

"R",}ff 0w BNREARRE ? AR AR S

FRSHOWE R 2 , TP !

> = -3
KRERERAINE
FRSHOWSGREADNSHREMLE , WA LCATHAS , SEEUBSEET , IR | IRSHOWCER , SIEAREAS
FES , MASOWEINE  BERHZREN  BUONEEEN | TIVE AR, EESNASS , FRNRSICRSREY,

IEIERE K

1 BRETRINRSHOWERTNS | #RFoE LIRS NSO,

2 BN ENRENEENE , GREEHERETNe , BN ARA,
JERNRTFNHAENE  REWNSINREN.

4 BN-2ORFRURENEE  ERRAHERENRANS00TRENSER,
S5IEMUS  WENNER, EEmENSIENLA,
SHENRNTETRRTWS  FaRE.

(LI 9 IR {2 | How to apply

L ol
= 2029306252 & 1936105673 L 2367565094 22902067866 & 1927764322 42283583918

Source: http://vip.show.sina.com.cn/2010agent/

At the bottom of this page are customer service contacts in the form of QQ (an instant message
application by Tencent Holdings Limited (Tencent, 0700.HK)) numbers. One such contact claimed to be
an employee of Jinhua Xingxiu Cultural Communication Co., Ltd. (Jinhua Xingxiu, 4 #8275 b @ik G
R /A %), a subsidiary of Tiange and the operator of Sina Show®. We have submitted the relevant
information, together with various other evidences, to the Securities and Futures Commission (SFC) of
Hong Kong.

In Exhibit 8 below, we contrast the purported and actual relationship among Tiange, distributors and sales
agents. Simply put, the company claims that distributors hire sales agents and arrange them to sell virtual
currency in various rooms within the community that they manage. Sales agents then transfer payment to

% IPO prospectus, p.142

14


http://vip.show.sina.com.cn/2010agent/

Tiange - Virtual Sales, Zombie Users

the distributor's account. In reality, it is Tiange itself (or its subsidiary) that hires sales agents and
arranges them to sell virtual currency in various rooms. Sales agents also pay Tiange (or its subsidiary)
directly for the purchase of virtual currency.

Exhibit 8 — Relationship among Tiange, distributors and sales agents, myth and reality

The myth according to Tiange The reality

Distributors hire, train and manage sales
agents who sell virtual currency (iPo Tiange hires sales agents
prospectus, p.168)

The distributor designates one or more
sales agents in the roomin charge of
marketing virtual currency (IPO prospectus,
p.167)

Tiange arranges sales agents enter rooms

to sell virtual currency to users (Exhibit 6, red
item 3)

Sales agents transfer payment through
third-party payment platforms, to the
distributor's account, which is configured
to automatically distribute payment to
Tiange's account (/PO prospectus, p.173)

Sales agents transfer payment directly to
Tiange's account (Exhibit &, red item 4)

Source: Emerson Analytics

Perhaps Tiange will say that the slide in Exhibit 6 contains a few mistakes due to the inexperience of
some junior staff. We will, however, present below payment slips showing that sales agents' payment
indeed went directly into bank accounts controlled by Tiange.

2.2 Sales Agent's Payment Transferred to Executive's Personal Bank Account

During our investigation into Tiange, an Emerson staff had the opportunity to observe the payment
process of a Sina Show sales agent, and found that the money was transferred to the personal bank
account belonging to a company executive.

There are two ways for a Sina Show sales agent to pay for the purchase of virtual currency. The first is by
E-bank payment, and the second is by C2C payment via Industrial and Commercial Bank of China (ICBC,
1398.HK), as shown in Exhibit 9 below.

15
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Exhibit 9 — Sina Show sales agents platform

i KPER L 3ok |

"o
&t

WA TR T

* E-bank payment - =] |CBC C2C payment

HBAT
R

RN

Source: http://sales.show.sina.com.cn/

If the sales agent chooses to use E-bank payment, he will be taken to a Chinese third-party payment
system named IPS. The system shows that name of the merchant is http://show.sina.com.cn, and it is not
entirely clear where the money has gone. On the other hand, using ICBC's C2C payment system reveals
that, after a series of steps such as inputting account number and password, the money goes to the
personal bank account of someone named Zhu Yue (4t).

16
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Exhibit 10 — C2C payment goes to Zhu Yue's personal bank account

ICBC @ HEIMMT amom +/nrus

| M ME: S mE QA YEmas:

LT T B AT R BARS AL PEEs nez HeEE
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- BREEE mheneficiary: Zhu Yue
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= L EROUEE 1) B AR PR
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- fat BIREEH

- B EEOEHED

- IREEW X8R

- T PRSE )

- SRR =

o okigss

Source: http://mybank.icbc.com.cn/

The Jinhua Xingxiu customer service officer has identified Zhu Yue as the company's senior executive.

2.3 End-user's Payment through Sales Agent Goes Directly to Subsidiary's Account

The situation at 9158 Video Community is similar to that at Sina Show. An end-user can buy virtual
currency through a sales agent in two ways: one is to pay into the agent's personal bank account, and the
other is to pay online via payment link (see Exhibit 11 below).

17
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Exhibit 11 - Two ways to pay for virtual currency on 9158 Video
Community via a sales agent

, /\Dlilo1s872277 <

o A%
B8 r »»

ERIFEERIE - http://pay.9158.com/v/

915872277 224=3040
B B A Payment link
&® iE: - S0t
AN | PSR E
[ : 4563 51300032 6913 392
I8 : 6222 0232 0203 8856 000
k- 622848005164 7798712
188 : 6225 8827 0634 7033
219 : 6222 8028 7124 1098 795
#FI : 6210 9852 0001 1676 420
%8 : 6222 6006 1001 9885 916

Bank
accounts
information

Agent ID
= W http://pay.9158.(om/v/|ps/netPay.aspx?aid
A8 eFEeHsMe 277 BIOEEET, SFXESTLIRNECR
STRMAERE, BEARN, FHETHE-=EDES
BHRGERE

Source: Emerson Analytics

If one pays into the sales agent's personal bank account, one will not know where the money goes next.
Fortunately, one can see where the money goes by using the payment link, as shown in Exhibit 12 below.

18
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Exhibit 12 — Paying for virtual currency on 9158 Video Community via payment link

m B com | FHEET #9158  FHREE e B = |
e T P T

EERWES: ©axd OSieAxd

ERFWAR o S R = meReH

ChinaPay — P )
E l TeaTien  COURERRTE (XMEREF) . BAFS . DFRe. SRS

WREEA2E:
{{li359158 " 5739158 ‘ 1059158
0505

®305% ¢ 0100 55005
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Source: http://pay.9158.com/

After a series of steps such as inputting account number and amount, we can see that payment for virtual
currency goes to the account of Jinhua 9158 Network Science and Technology Co., Ltd. (Jinhua 9158, 4:
ek 4 FRIE 4946 B A IR 7). This is the Tiange subsidiary that is responsible for operating the 9158
Video Community*.

4 IPO prospectus, p.141
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Exhibit 13 — Payment for 9158 Video Community's virtual currency goes to Jinhua 9158
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Source: http://payment.chinapay.com/
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So, if sales agents' money is transferred directly to Tiange, where does that leave the distributor?

20



http://payment.chinapay.com/

Tiange - Virtual Sales, Zombie Users

Part 3 Non-existent Distributors

We have shown in Part 2 that the distributors who supposedly account for a significant portion of
Tiange's revenue actually do not take up the roles that Tiange assigns to them, and that sales agents deal
directly with Tiange.

Our investigations reveal that several of the distributors that existed at the time of Tiange's IPO have
since been dissolved. Further, the biggest existing distributor actually had revenue equal to merely 2.6%
of the amount that it supposedly had received from working for Tiange.

If one eliminates all the "contributions™ from the distributors, Tiange's real revenue over the years
amounts to merely 48% of reported numbers in aggregate. This means it has inflated its revenue by at
least one time.

3.1 Four Distributors at the IPO Stage Now Dissolved

Tiange had five, six and four distributors in 2011, 2012 and 2013, respectively. At the end of 2013,
Tiange cooperated with three distributors who covered its nine communities. However, Tiange has never
revealed the identity of these distributors.

Although these distributors don't contribute any real revenue to Tiange, we can still see some "business
activities" related to Tiange undertaken by these distributors. We believe these are a smokescreen to help
make Tiange's story more convincing.

After searching extensively for "business activities" undertaken by these distributors, combined with
information on the distributors' staff movement, we have managed to find a few of the distributors.
Among them, the logo behind the receptions desk at Hangzhou Xuanni's office suggests that it acted as
9158 Video Community's sales company, as shown in Exhibit 14 below.
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Exhibit 14 — Hangzhou Xuanni acts as 9158.com's sales company

Hangzhou Xuanni Network
echnology Co., Ltd.

Source: http://www.19lou.com/user/album-19289966-2000000000103057-2000000003722512-1.html

The table in Exhibit 15 below lists some of the basic information of six distributors we have found. Four
of them, interestingly, had been dissolved one after the other over the years.

Exhibit 15 — Four Distributors at the IPO Stage Now Dissolved

Name Short form Chinese name establithaetg Status dissoR/agg
?:Cnhgnz;}g;yxcl;g?nljtg.etwork Hangzhou Xuanni Eg?&i?ﬁgﬂ 9/12/2005 Dissolved 8/14/2015
?:cnhgrf:lg;yxggrjxlil: d'_\'e“’"ork Qﬁggﬂo“ Eg?&f;ﬁ% i 1/24/2011 Dissolved  1/27/2014
?:C”hgnzglg;y%gi'\'ﬁé‘f"ork Hangzhou Kuni Eg%i%@% B 12002012 Dissolved  2/15/2016
%?Chh”n%:z;?ggffﬁ{g?aﬂon Jinhua Ruima ﬁii&ﬁfg%& 4/15/2013 Dissolved  8/21/2014
mirr\;szrll\loeut;Nggk.,Tﬁghnmogy Walrus Network ?g?;?%ﬁ(m 1/20/2014 Operating
Ezglr?r?aﬁgémTaegmgzgy Co., Beijing Ruima ggﬁgggg 2/10/2014 Operating

Source: Emerson Analytics
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3.2 Largest Distributor Had Revenue at Merely 2.6% of Attributable Amount

Tiange was listed on the Hong Kong stock market on July 9, 2014. On the same day, Walrus Network
(100% held by an individual named Sun Bin (4x&)) published on its website an article entitled % 4[5
Bh R HEhRE) BT (Walrus Group helps Tiange Interactive listing). The article claims the company
was the only entertainment business operator of 9158 Video Community. (The self-proclaimed Walrus
Group is in fact Walrus Network itself as information from Enterprise Credibility Information System
(ECIS) shows that Walrus Network has no subsidiary).

Exhibit 16 — Walrus Network claims it is 9158 Video Community's sole operator

kwa'rus = SRR S SR BEERIE0

Network Technology Co. Lid

R CEERNT >EFENT -

BREBBI KRS TN L™ | Walrus Group helps Tiange Interactive listing

2014-07-09 00:00:00.0

YEERRAE : 1980)[EXTABRAEN Lt | BSIBIT16C8TT , FTRNS5.9947T , §5.28

FRE MR

201457898 | seSmEnRnFREna
BROHZTM LFEL3A%,. LHE , FlH: 1728 ; BFRNitE , FREAHHRATIZHTUNEARDSSZT
TREEHL(Y)SIEARRRZE | N—NEih L =it FEAHTH LARFIRSESCRASHREENUE , RAERE
THEBNY-REET  ERrEE7NRIS IRZOHSTLSTRRE. FHANFRUITELSY  GRETFEE HaNEs
iR Zfreg "9158" FI20104EA NFESHNY) "WRSHOW SH 2 WRFRROS=Est. By, FRENRTRA/\1 "SNE" XN
HXEEHRE | AR~ RS R, Banass,

I"ﬁinSB&-i’:‘-’»ﬁ‘?ﬂi%‘é‘—"ﬂ Iﬁﬁiﬁlmﬁ!EFﬁi%?ﬁEQW SREARRREYR, AARERANERSN  CEHTINE

¥
 As 9158's sole operator,

Source: http://www.walrushz.com/index/newslInformation.htm?channelld=18

According to a hiring advertisement placed by Walrus Network last December on www.chinahr.com, the
company provided, among other things, operational services to 9158 Video Community, Sina Showcase,
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Tiao58.com and Duoduo Games®, all belonging to Tiange. One can therefore safely assume that Walrus
Network is Tiange's biggest distributor.

In 2016, Tiange reported online interactive entertainment service revenue of Rmb759m, of which 23%
came from its largest distributor. This works out to Rmb176m ( = 759 * 23% ). Given the distributor's
65% revenue share in TUS, the largest distributor should have achieved revenue of Rmb327m, as shown
below in Exhibit 17.

Exhibit 17 — Implied revenue of largest distributor
at Rmb327m in 2016
Year end Dec 31 (Rmb m) 2016
Online interactive entertainment
service 759
x Largest distributor's contribution 23%
= Revenue from largest distributor 176
/ 35% 35%
=TUS 503
X 65% 65%
Revenue of largest distributor 327

Source: Emerson Analytics

However, a search into ECIS shows that Walrus Network had revenue of merely Rmb8.5m last year, or a
miniscule 2.6% of the amount that it was supposed to have achieved. This is another convincing evidence
that distributors provided no revenue to Tiange.

5 http://www.chinahr.com/job/19881460226948.html
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Exhibit 18 — Walrus Network revenue at only Rmb8.5m in 2016
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Source: ECIS

3.3 Another Distributor Had merely Rmb2.7m Revenue in 2016

A similar situation can be found in Paopao8.cn's distributor.

In a hiring advertisement on December 12, 2013, Jinhua Ruima claimed to be the operator of Paopao8.cn”.

6

This company existed for just 16 months, from April 15, 2013 through August 21, 2014, and was 90%

controlled by Zhu Jun (# ) and 10% by Duan Qiuyu (B #k ).

On February 10, 2014, Zhu Jun set up a wholly-owned company Beijing Ruima. On December 31, 2015,
Zhu Jun transferred 99% of his shareholding to Duan Qiuyu and retained only 1%.

The operator of Paopao8.cn then changed from Jinhua Ruima to Beijing Ruima’.

ECIS data show that Beijing Ruima had revenue of merely Rmb2.7m in 2016.

® http://www.ganji.com/gongsi/20816649/

7 http://www.ganji.com/gongsi/33419843/
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Exhibit 19 — Beijing Ruima revenue merely Rmb2.7m in 2016

Beijing Ruima Times Information Technology Co., Ltd.

il 44 B b EnFET{C {5 B R A R4 ] I Ji | Ten thousands Yuan
SRR RE 2016
T L J48. 1

fhfifi g 304. 4
Eolk il A | Revenue 269. 01

G T O 268. 93
) if e 15. 46
i 15. 46
i = 9. 1512
SRR Aeni) 33,7

Source: ECIS

Clearly, Walrus Network and Beijing Ruima can never provide the kind of revenue that Tiange claims to

get from its distributors.

3.4 Without Distributors, Tiange Actual Revenue only 48% of Reported

We have shown that revenue from the so-called distributors is almost non-existent. If we simply take out
their "contributions” in one clean swoop, as shown below in Exhibit 20, Tiange will be left with only 48%

of reported revenue.

Exhibit 20 — Actual revenue about 48% of reported amount after excluding distributors

Year end Dec 31 (Rmb m) 2011 2012 2013 2014 2015 2016 Total
Online interactive

entertainment service -

Tiange's claim 373 440 531 692 591 759 3,386
X (1 - top 5 distributors'

contribution) 34% 31% 32% 40% 54% 52%

Online interactive

entertainment service - Our

estimate 125 136 168 277 321 394 1,420
+ Others 11 16 17 0 87 75 206
Total 136 152 185 277 408 469 1,627
Our estimate as % of

Tiange's claim 36% 35% 35% 40% 69% 62% 48%

Sources: Tiange, Emerson Analytics
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Part 4 Tiange User Base Way Below Reported Levels

As presented in Part 1, Tiange's penetration rate in 2013 was only one-eighth of that of 6.cn. We have
adopted two different approaches to ascertain its user base: by monitoring the total concurrent users of all
Tiange communities, and by analyzing its bandwidth costs to extrapolate its peak concurrent user base.
We are convinced that Tiange exaggerates its user base by about six times!

We further studied the number of Tiange's monthly active users (MAUSs, or someone who logs in at least
twice in a particular month) and monthly paying users (MPUs). Using the average revenue per paying
user (ARPU) reported by Tiange, we conclude that the company's actual revenue in 2013 was at most
41% of its claim.

4.1 Tiange's Concurrent Users Not Even One-tenth of That of 6.cn in 2016

Generally speaking, Tiange's live social video communities can be accessed via Internet browsers, client
software installed on computers, or mobile devices. One can readily see the number of concurrent users
from Tiange's client software. Exhibit 21 below shows where the number of concurrent users for various
communities is displayed in the client software. Note that the user count shown in client software includes
all end-users.
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Exhibit 21 — Number of Tiange concurrent users
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Source: Emerson Analytics

Notes: - 9158 Video Community data exclude users of "10-person rooms ( 7-A Z)" which have few visitors and little activity

- Within the 9158 Video Community, the "Recommended zone (74 Z/#)" and "Best locations (R /£#4)" are extracted

from various sub-categories, which implies double-counting

At the time of its IPO, Tiange had three major live video streaming communities - 9158 Video

Community, Sina Show and Sina Showcase. To find out if the smaller communities had grown, or if the

company had created any new communities, we monitored all its communities some time during the first

half of 2016.
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Exhibit 22 — Concurrent users of all communities
Name of Community Streaming mobile applications Concurrent Users
Happy88.com (Hk4&ne) Happy Live Broadcasting (#% £ %) 311,852
Sina Show (#rR75) Feng Broadcasting (J&#%) 188,380
Paopao8.cn (.0 EIE) 179,791
9158 Video Community (9158 #i##it%) 9158 Live Streaming (9158 7E4% Ei4%) 163,337
Tiao58.com (#kFEMH) 163,337
Sina Showcase (#iR75%) Miao Broadcasting (M%) 53,119
WannaChat (E4E2H) Crystal Live Broadcasting (/K & EL#%) 48,059
99cu.com (AAHEATK) 48,951
Popsong zone (K A& IiL) 20,054
Tangguo100.com (¥5 4L ) 11,578

Source: Emerson Analytics

Notes - Tiao58.com is actually the same as 9158 Video Community. There is simply one community with two names
- Likewise, WannaChat is really the same community as 99cu.com. The number of concurrent users for 99cu.com
differs from that of WannaChat because of a slight difference in the timing of screen capture
- Popsong zone is a mirror image of one sub-category within the WannaChat/99cu.com community

We were surprised to find that the little-known Happy88.com turned out to rank number one while
Paopao8.cn ranked number three in our concurrent users count.

To ascertain the truth behind Tiange's user base, we conducted on two occasions 24-hour monitoring of
these two communities as well as the three major ones at the time of the IPO, and did the same to 6.cn at
the same time.

We did our monitoring on a weekend (Day 1) and a weekday (Day 2) in 2016, and the results are
presented in Appendix Il: Statistics for Concurrent Users. The results are in line with our frequent
observations of these communities in more than one year, and we believe are representative of Tiange's
actual performance.

Exhibit 23 below charts the number of concurrent users of the six communities throughout the 24 hours in
Day 1. Given the significant differences in the number of concurrent users for the different communities,
we have converted the numbers into an index by setting the lowest number of users of each community at
one and then calculating the number of users at different times as its multiples. (The trend for Day 2 is
similar and is therefore omitted here).
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Exhibit 23 — Concurrent users of six video communities by the hour, Day 1
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Source: Emerson Analytics

The pattern of live video streaming viewership is similar to that we have seen in the good old days of
fixed-line telephony all the way through the early days of cellular telephony and narrow-band Internet
access. From 19:00 Beijing time, users begin to increase rapidly to peak levels in late night. After mid-
night, the user count declines and usually bottoms around dawn.

We can see from Exhibit 23 that 6.cn, Sina Showcase and Sina Show achieve peak viewership at 18.0x,
11.1x and 4.6x of their respective trough values.

We can also see in Exhibit 23 and Exhibit 24 that Happy88.com, Paopao8.cn and 9158 Video Community
are very static, with the former two being stagnant.
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Exhibit 24 — Communities with stagnant concurrent users, Day 1

Happy88.com Paopao8.cn (?c}rism\ﬂgﬁ?/
Average 347,775 177,371 175,043
Max 355,904 180,216 198,607
Min 344,492 175,617 156,363
(Max - Min) / Average 3% 3% 24%

Source: Emerson Analytics

Anyone who bothers to observe Happy88.com and Paopao8.cn for just 15 minutes will see that there is
really no interaction between the "hosts" and "users". The so-called users are really fictitious or zombie
accounts. In fact, Paopao8.cn no longer exists and any attempt to access Paopao8.cn will land in
Happy88.com.

In our subsequent analysis, we will exclude these two communities from Tiange's live video streaming
concurrent users. Then there are three duplicated communities (Tiao58.com, 99cu.com and Popsong zone)
plus two others (WannaChat and Tangguo100.com) that are really quite dead. We will, therefore, only
analyze user data for 9158 Video Community, Sina Show and Sina Showcase.

For 9158 Video Community, we assume there is no real user at the trough (that is, the number of zombie
accounts equals to the lowest number of users during the 24-hour period), and arrive at the number of real
users by deducting this minimum from the hourly numbers. Accordingly, we can calculate the daily
average.

As can be seen in Exhibit 25 below, the number of Tiange's concurrent users turned out to be significantly
less than that of 6.cn. On Day 1, it achieved merely 8.5% of 6.cn's concurrent users count, and on Day 2 it
was 9.3%, resulting in an average of 8.9%.

Exhibit 25 — Tiange concurrent users just a fraction of 6.cn level

Day 1 Day 2
9158 Video Community 18,680 17,306
Sina Show 124,546 153,205
Sina Showcase 104,738 108,295
Total 247,964 278,806
6.cn 2,904,797 2,998,019
Tiange's truth/6.cn 8.5% 9.3%

Source: Emerson Analytics
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4.2 Bandwidth Cost Suggests Actual Users Inflated by 6.6x

Bandwidth cost is a key expense item for video streaming websites. In 2016, Tiange reported total
bandwidth and server custody costs of Rmb30.6m.

At the time of its IPO, Tiange had about 1,000 servers throughout China. In 2016, Tiange claimed it had
78% more MAUSs than in 2013. This implies more servers. Based on our understanding of the unit cost of
server custody, we believe Tiange's server custody cost probably amounted to 10% of the total bandwidth
and server custody costs. This implies some Rmb27.6m bandwidth cost in 2016.

The cost of bandwidth depends on the volume of peak bandwidth and the unit price of bandwidth. The
former in turn depends on the number of peak concurrent users and the video bitrate.

(1) Average peak concurrent users and bandwidth unit cost

According to Tiange's IPO prospectus, the company had average peak concurrent users of approximately
635k® in the fourth quarter of 2013. Subsequently, Tiange reported total MAUs of 19,235k for 2016, up
from 10,819k in 2013. We believe it is reasonable to assume that its average peak concurrent users also
increased proportionally to 1,129k ( = 635 * 19,235 / 10,819 ) in 2016. For a live video streaming
website with more than a million average peak concurrent users, an annual bandwidth cost of
merely Rmb27.6m is unbelievably low.

Websites pay for access either according to traffic volume or bandwidth volume. For websites with huge
traffic flow such as live video streaming websites, it is usually more economical to pay by bandwidth
volume. Alibaba Group Holding Limited (Alibaba, BABA.N) and Tencent are two main suppliers of
bandwidth to content delivery network (CDN) in mainland China. Publicly available information shows
that Alibaba’s list prices are lower than those of Tencent®. In our subsequent analysis, we will adopt
Alibaba's prices which are more advantageous to Tiange.

8 IPO prospectus, p.156
® https://ww.gcloud.com/product/cdn#price
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Exhibit 26 — Alibaba CDN bandwidth list prices
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CDN bandwidth is priced on peak bandwidth ranges. The higher the peak bandwidth, the lower the unit
price. When peak bandwidth exceeds 20Gbps, Alibaba quotes a unit price of Rmb0.60/Mbps per day. As

we will show in Exhibit 28 below, Tiange's peak bandwidth exceeds 20Gbps.

Bandwidth cost is usually calculated on the 95th percentile charging basis. This is done by taking a peak

traffic flow reading during five-minute intervals, resulting in 8,640 readings ( = 12 * 24 * 30 ) per month

on a 30-day basis. Ignoring the highest 5% readings (that is, the highest 432 readings), the highest

remaining reading is the basis of charging. Our calculations below follow the same 95th percentile

charging basis.

(2) Tiange's video bitrate was about 775Kbps in 2016
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Bitrate is the speed of data transmission and is usually expressed as bit/s (bit per second) or bps. Note that
our discussion here is on bit rather than byte, the latter being the basic unit of data processing in
computing (1 byte = 8 bits). Most live video streaming websites operate on 800Kbps+ bitrates. Lower
video bitrate implies lower video streaming quality.

To estimate Tiange's bandwidth costs, we have monitored 9158 Video Community's bandwidth
consumption via client software and mobile apps. Bandwidth consumption is of course constantly
changing, and we take our readings at periods of stable bandwidth consumption.

For 9158 Video Community, client software users of "Mobile broadcasts (F#%E4%)" and "Best locations
(B EPE)" have tended to account for 40% of all users in the community. Bandwidth consumption in
various rooms in these two categories provides a reasonable indication of bandwidth consumption for all
personal computer users. As far as its mobile app is concerned, 9158 Video Community has just two core
categories, "Hot (#4[)" and "Latest (5:#1)". We have also monitored the bandwidth consumption of all
hosts in these two categories. Details of our monitoring can be found in Appendix Ill: Statistics for
Bandwidth.

Exhibit 27 — Main categories for monitoring bandwidth consumption
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9158 Video Community's client software allows one to see both PC broadcasting hosts and mobile
broadcasting hosts. PC broadcasting hosts are shown in fixed windows while mobile broadcasting hosts
are shown in floating windows that can be closed by users. We have taken bandwidth readings at both the
initial stage and after closing all mobile broadcasting hosts. The average bandwidth of PC client software
at the initial stage is 2,732Kbps but drops to 569Kbps when all mobile broadcasting hosts are closed and
only PC broadcasting hosts are left. For the mobile app, the average bandwidth is 1,016Kbps.

On the basis that Tiange generated some 46% of its live video streaming revenue in 2016 from mobile
devices, and assuming the lowest 569Kbps bandwidth for the PC segment (thus most advantageous to
Tiange), we can calculate the company's overall average bandwidth as follows:

1,016 * 46% + 569 * 54% = 775Kbps

(3) Reported bandwidth cost only 15% of our estimates

Synthesizing all the above discussions, we can estimate Tiange's bandwidth costs as follows:

Exhibit 28 — Reported bandwidth cost just a fraction of our estimates

Bandwidth per Bandwidth per

Year end Dec 31 (Rmb k) user 775 Kbps  user 569 Kbps
Peak concurrent users (k) 1,129 1,129
x Bandwidth per user (Kbps) 775 569
= Total bandwidth (Mbps) 844,463 642,379
X 95% X 95% X 95%
x Bandwidth unit price

(Rmb/Mbps/day) 0.6 0.6
x 365 x 365 x 365
/1000 /1000 /1000
= Bandwidth fees - our estimate 182,032 133,647
Bandwidth cost - Tiange's claim 27,558 27,558
Our estimate/Tiange's claim (x) 6.6 4.8

Source: Emerson Analytics

Assuming an average bandwidth of 775Kbps per user, we estimate that Tiange should have spent some
Rmb182m on bandwidth last year. The company's reported cost was only about 15% of our estimate!
Even on the impossibly low bandwidth of 569Kbps per user, Tiange's reported cost was just about one-
fifth of reality.
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We also note that Tiange's bandwidth cost implies significantly fewer peak concurrent users than we have
counted during our monitoring sessions described in section 4.1 above. In other words, there are more
zombies than we have been able to detect.

4.3 Three methods lead to one conclusion — MAUSs inflated by about 6x

We can now summarize the three methods that we have used to analyze the number of real users that
Tiange has:

- By comparing penetration rates estimated by iResearch (see 1 in Exhibit 29 below);

- By monitoring the number of concurrent users in Tiange's live video streaming communities and
in the 6.cn community (2 in Exhibit 29); and

- By analyzing Tiange's bandwidth costs (3 in Exhibit 29).

Exhibit 29 — MAUs summary (in thousands)

Tiange's Tiange's Tiange's Tiange's
6.cn claim truth truth/6.cn  claim/its truth (x)

1
iResearch data — 2013 14,210 10,819 1,839 12.9% 5.9

2
Concurrent users — 2016 40,000 19,235 3,560 8.9% 5.4
3

Bandwidth costs — 2016 40,000 19,235 2,912 7.3% 6.6

Average 9.7% 6.0

Source: Emerson Analytics

These three analytical and comparison methods refer to concepts that differ from MAU. Penetration rate
refers to unique visitors, whereas MAU is someone who logs in at least twice in a particular month.
Concurrent users are those who log in at the same time, regardless of their log in frequency in a month.
However, they do have a close but not clearly defined relationship. For example, where there are more
concurrent users, there are more MAUSs.

According to iResearch, Tiange's penetration rate was about 12.9% of that of 6.cn. Given 6.cn's disclosure
(in the IFA Report) of having about 14,210k MAUSs in 2013, this implies that Tiange's real MAUs totaled
only 1,839k ( = 14,210 * 12.9% ) rather than the 10,819k claimed in its IPO prospectus. Tiange inflated
its MAU base by about 6x!

As can be seen from Exhibit 29, the three methods all point to the same conclusion: Tiange has massively
exaggerated its MAUS.
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4.4 Tiange's Actual 2013 Revenue Less than Half of Reported

Tiange has claimed a TUS 4.3x that of 6.cn for 2013. Relevant technical and financial indicators are
detailed in Exhibit 30 below:

Exhibit 30 — KPIs reported by Tiange and 6.cn, 2013

6.cn Tiange Tiange/6.cn
MAUSs (k) 14,210 10,819 76%
x Conversion rate 0.2% 2.5% 104
= MPUs (k) 34 270 7.9
ARPU (Rmb) 685 163
/ Revenue as % of TUS 100% 44%
= Adjusted ARPU (Rmb) 685 370 0.5
MPUs (k) 34 270
x Adjusted ARPU (Rmb) 685 370
x 12 /1000 x12/1000 x12/1000
=TUS (Rmb m) 281 1,198 4.3

Source: Emerson Analytics

In 2013, Tiange had 24% fewer MAUSs than 6.cn, but the number of its MPUs was 7.9x that of 6.cn. This
surprising difference can be attributed to their divergent conversion rate. Tiange's data mean that as many
as 2.5% of its MAUs were willing to spend money, whereas merely 0.2% of 6.cn's users were willing to
do so. This is a whopping 10.4x difference in terms of conversion rate.

Users of Tiange's live social video streaming communities mainly live in Tier 2 through Tier 4 cities.
According to the company, 59% of its users logged in from Tier 3 and Tier 4 cities during the period from
March 26 to April 1, 2014, 30% of them from Tier 2 cities and only 11% of them from Tier 1 cities'. It is
not clear why users in small cities were more willing to spend money on their favorite hosts.

Tiange also reported ARPU of Rmb163 for 2013. Since the company could get its hands on only 44% of
TUS, the adjusted ARPU was therefore Rmb370 ( = 163 / 44% ). This comes to about half of the ARPU
reported by 6.cn, and seems to resonate with the company's customer profile which is predominantly Tier
2 - Tier 4 city users.

10 1PO prospectus, p.166
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So far, our evidence from different methods and analysis clearly shows that Tiange has all along been
overstating the number of its users, right from the IPO preparation stage. Based on our estimates of
Tiange's actual MAUSs, we can calculate its real revenue accordingly, as shown in Exhibit 31 below. Our
other assumptions are always in favor of the company. For example, even though we cannot understand
why Tiange's MAU to MPU conversion rate was 10.4x that of 6.cn, we still assume that 2.5% of its
MAUSs became MPUs.

Exhibit 31 — Actual MAUs suggest Tiange's revenue

was only 41% of its claim in 2013
Year end Dec 31 (Rmb m) 2013
Actual MAUs (k) 1,839
x Conversion rate 2.5%
= MPUs (k) 46
x Adjusted ARPU (Rmb) 370
x 12 /1000 x12/1000
= Revenue from live video platform 204
+ Games and others 20
= Revenue - our estimate 223
Revenue - Tiange's claim 548
Our estimate as % of Tiange's claim 41%

Source: Emerson Analytics

Recall that we have shown earlier in Part 3.4 that, ignoring all contribution by the so-called "distributors™,
Tiange's real revenue in 2013 was about 35% of reported.
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Part 5 Valuation

Having done a careful and detailed analysis of Tiange's lies and fabrications as presented earlier, we
doubt if there is a real need to analyze the company's financial statements. Can one possibly identify the
truth out of a heap of lies?

During our research and investigation into Tiange, we came across a certain Shanghai Video Speedy
Information Technology Co., Ltd. (Shanghai Video Speedy, b (s BEMATE M AH), in which
Tiange has held a 25% stake since 2009. However, there has never been any reference to Shanghai Video
Speedy in any of Tiange's documents and financial statements.

There is no doubt that the business model and financial statements of Tiange are seriously fraudulent, to

the extent that there is simply no need for a valuation analysis. For a long-running case of criminal
deception, the only appropriate regulatory action is Delisting.
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Appendix I: TUS, Revenue and Top Five Distributors' Contribution

In Part 1.1 earlier, we have discussed the relationship between Tiange's TUS and its reported revenue on
the basis of selling direct to end-users and through distributors. We will illustrate this relationship with
the sale of Rmb100 worth of virtual currency.

As seen in Exhibit 32, the sale of Rmb100 worth of virtual currency in 2013 allowed Tiange to recognize
Rmb44 of revenue. Two-thirds of this, or Rmb30, came from distributors. According to Tiange, revenue
from the top five distributors was almost the same as revenue from all third-party distributors. This was
because:

» There were only five, six and four distributors in 2011, 2012 and 2013; and

» Tiange's revenue mainly came from three major communities: 9158 Video Community, Sina Show
and Sina Showcase.

Exhibit 32 — TUS, revenue and revenue proportion
Year end Dec 31 (Rmb) 2011 2012 2013 2014 2015 2016
TUS 100 100 100 100 100 100
User direct 15 16 14 19 29 27
Third-party distributors 85 84 86 81 71 73
Revenue 45 45 44 47 54 53
User direct 15 16 14 19 29 27
Third-party distributors 30 29 30 28 25 25
Revenue proportion 100% 100% 100% 100% 100% 100%
User direct 34% 35% 32% 40% 54% 52%
Third-party distributors 66% 65% 68% 60% 46% 48%
Top 5 distributors' contribution 67% 69% 68% 60% 46% 48%

Source: Emerson Analytics

Thus, for subsequent years, we believe it is reasonable to assume that contribution from all distributors is
the same as that from the top five distributors. We can then work out the TUS sold through distributors (X)
using the following formula:

X*35% /(X *35% + (100 - X)) = distributors' share

Thus, for 2016, the top five distributors accounted for 48% of revenue and sold 73% of TUS.
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