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The audit procedures of the consolidated financial statements have been
performed. The audit report will be issued in the following days after finalization
of the audit of certain affiliates.
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CONSOLIDATED STATEMENT OF OPERATIONS

December 31,

(€ in million) Note 2017 2016*

CONTINUING OPERATIONS

Revenues 4,231 4,628
Cost of sales (3,651) (3,935)
Gross Margin 580 693
Selling and administrative expenses (3-3) (355) (384)
Research and development expenses (3-3) a72) 77
Restructuring costs (10.1) (43) (44)
Net impairment gains (losses) on non-current operating assets (4.4 9) (13)
Other income (expense) (3.3 (11) 1
Earning before Interest & Tax from continuing operations (20) 76
Interest income 3 4
Interest expense (46) (85)
Other financial income (expense) (54) (73)
Net financial income (expense) 8.4) (97) (154)
Share of gain (loss) from associates - 2
Income tax (6) (112) (30)
Profit (loss) from continuing operations (219) (106)

DISCONTINUING OPERATIONS

Net profit (loss) from discontinuing operations (12 46 80
Net income (loss) (173) (26)
Attributable to:
- Equity holders of the parent (172) (26)
- Non-controlling interest (1) -
EARNINGS PER SHARE December 31,

(in euro, except number of shares) 2017 2016*
Weighted average number of shares outstanding (basic net of treasury

(7.3) 412,716,772 411,932,346

shares held)
Earnings (losses) per share from continuing operations
- basic (0.53) (0.26)
- diluted (0.53) (0.26)
Earnings (losses) per share from discontinuing operations
- basic 0.11 0.20
- diluted 0.11 0.20
Total earnings (losses) per share
- basic (0.42) (0.06)
- diluted (0.42) (0.06)

(*) 2016 amounts are re-presented to reflect the impacts of Discontinued Operations (see Note 12)

The accompanying notes on pages 9 to 76 are an integral part of these consolidated financial statements.
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CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

(€ in million) Note

Net income (loss) for the year
ltems that will not be reclassified to profit or loss
Remeasurement of the defined benefit obligations (9.2)

ltems that may be reclassified subsequently to profit or loss
Fair value gains / (losses), gross of tax on available-for-sale financial

assets:
- reclassification adjustments to income on disposal of available-for-sale

financial assets

Fair values gains / (losses), gross of tax on cash flow hedges:
- reclassification adjustments when the hedged forecast transactions ©.5)
affect profit or loss )

Currency translation adjustments:
- currency translation adjustments of the year
- reclassification adjustments on disposal or liquidation of a foreign
operation

Total other comprehensive income =
Total comprehensive income for the year
Attributable to:
- Equity holders of the parent
- Non-controlling interest

(1) No significant tax effect due to the overall tax loss position of the Group.

December 31,
2017 2016
(173) (26)

(3) (43)
1 -
(5) 4
(156) 54
(163) 15
(336) (12)
(335) 1)
(€] -

The accompanying notes on pages 9 to 76 are an integral part of these consolidated financial statements.
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION

Note December December
(€ in million) 31, 2017 31, 2016
ASSETS
Goodwill 4.1 942 1,019
Intangible assets 4.2) 625 771
Property, plant & equipment 4.3) 243 286
Other operating non-current assets (5.1) 38 56
TOTAL OPERATING NON-CURRENT ASSETS 1,848 2,132
Investments and available-for-sale financial assets 8.1) 17 19
Other non-current financial assets 8.1) 19 39
TOTAL FINANCIAL NON-CURRENT ASSETS 36 58
Investments in associates and joint-ventures (2.4 2 3
Deferred tax assets 6.2 275 423
TOTAL NON-CURRENT ASSETS 2,161 2,616
Inventories 5.1) 238 234
Trade accounts and notes receivable (5.1) 684 806
Other operating current assets (5.1) 256 284
TOTAL OPERATING CURRENT ASSETS 1,178 1,324
Income tax receivable 37 53
Other financial current assets 8.1) 10 17
Cash and cash equivalents (8.1) 319 371
Assets classified as held for sale (12) 7 -
TOTAL CURRENT ASSETS 1,551 1,765
TOTAL ASSETS 3,712 4,381

The accompanying notes on pages 9 to 76 are an integral part of these consolidated financial statements.
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION

Note December December
(€ in million) 31, 2017 31, 2016
EQUITY & LIABILITIES
Common stock (414,461,178 shares at December 31, 2017 with nominal 7.1) 414 413
value of 1 euro per share)
Treasury shares (7.2) (158) (157)
Subordinated Perpetual Notes 500 500
Additional paid-in capital & reserves (38) 174
Cumulative translation adjustment (385) (229)
Shareholders' equity attributable to owners of the parent 333 701
Non-controlling interest 3 3
TOTAL EQUITY 336 704
Retirement benefits obligations (9.2 355 376
Provisions (10.1) 23 35
Other operating non-current liabilities (5.1) 59 153
TOTAL OPERATING NON-CURRENT LIABILITIES 437 564
Borrowings (8.3) 1,077 998
Deferred tax liabilities (6.2) 193 217
TOTAL NON-CURRENT LIABILITIES 1,707 1,779
Retirement benefits obligations 9.2 27 28
Provisions (10.2) 110 133
Trade accounts and notes payable 947 992
Accrued employee expenses 129 152
Other current operating liabilities (5.1) 334 504
TOTAL OPERATING CURRENT LIABILITIES 1,547 1,809
Borrowings (8.3) 20 52
Income tax payable 33 35
Other current financial liabilities (8.1) 1 2
Liabilities classified as held for sale (12 68 -
TOTAL CURRENT LIABILITIES 1,669 1,898
TOTAL LIABILITIES 3,376 3,677
TOTAL EQUITY & LIABILITIES 3,712 4,381

The accompanying notes on pages 9 to 76 are an integral part of these consolidated financial statements.
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CONSOLIDATED STATEMENT OF CASH FLOWS

(€ in million)

Net income (loss)
Income (loss) from discontinuing activities
Profit (loss) from continuing activities

Summary adjustments to reconcile profit from continuing activities to cash
generated from continuing operations

Depreciation and amortization

Impairment of assets

Net changes in provisions

Gain (loss) on asset disposals

Interest (income) and expense

Other non-cash items (including tax)

Changes in working capital and other assets and liabilities
Cash generated from continuing activities

Interest paid

Interest received

Income tax paid

NET OPERATING CASH GENERATED FROM CONTINUING ACTIVITIES (1)

Acquisition of subsidiaries, associates and investments, net of cash acquired
Proceeds from sale of investments, net of cash

Purchases of property, plant and equipment (PPE)

Proceeds from sale of PPE and intangible assets

Purchases of intangible assets including capitalization of development costs
Cash collateral and security deposits granted to third parties

Cash collateral and security deposits reimbursed by third parties

Loans (granted to) / reimbursed by third parties

NET INVESTING CASH USED IN CONTINUING ACTIVITIES (II)

Increase of Capital

Proceeds from borrowings

Repayments of borrowings

Fees paid linked to the debt

Dividends and distributions paid to Group's shareholders
Other

NET FINANCING CASH USED IN CONTINUING ACTIVITIES (lIl)

NET CASH FROM DISCONTINUED ACTIVITIES (IV)

CASH AND CASH EQUIVALENTS AT THE BEGINING OF THE YEAR

Net decrease in cash and cash equivalents (I+11+111+IV)

Exchange gains / (losses) on cash and cash equivalents

CASH AND CASH EQUIVALENTS AT THE END OF THE YEAR

(*) 2016 amounts are re-presented to reflect the impacts of Discontinued Operations (see Note 12)

The accompanying notes on pages 9 to 76 are an integral part of these consolidated financial statements.
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Note

(8.4)

(11.1)
(11.1)

(11.2)
(11.2)
(11.2)
(11.2)

(12.2)

December 31,

2017 2016*
173) (26)
46 80
(219) (106)
240 223
9 14
(37 (25)
1) (18)
43 81
155 01
72 56
262 316
(46) (74)
2 3
9) (5)
209 240
(25) (21)
11 52
(52) (68)
1 1
(95) (85)
1) 4)
9 8
1 -
(151) (117)
1 15
646 450
(612) (775)
(7) (10)
(25) (25)
(31) 14
(28) (331)
(43) 168
371 385
(13) (40)
(39) 26
319 371
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

Equity
Other comprehensive income Shére Treasury A‘;gjls-?:al Perpetual Other Reta'jned Cumulative attto”::Lai:)yle con,:‘;z)lrl-ing Total equity
Capital shares capital Notes reserves  earnings translation holders of interest
the Group

Balance as of December 31, 2015 411 (155) 1,233 500 (25) (948) (283) 733 4 737
Net income (loss) - - - - - (26) - (26) - (26)
Other comprehensive income - - - - (39) - 54 15 - 15
Total comprehensive income for the period - - - - (39) (26) 54 (11) - (12)
Capital increases 2 - 4 - - - - 6 - 6
Change in Non-controlling interests - - - - - - - - 1) 1)
Variation of treasury shares - ) - - - - - ) - )
Dividend paid - - (25) - - - - (25) - (25)
Shared-based payment to employees® - - - - 8 - - 8 - 8
Tax impact on equity® - - - - - ()} - (®) - ®)

Balance as of December 31, 2016 413 (157) 1,212 500 (56) (982) (229) 701 3 704
Net income (loss) - - - - - 172) - 172) 1) (a73)
Other comprehensive income - - - - 7 - (156) (163) - (163)
Total comprehensive income for the period - - - - @) (172) (156) (335) (6] (336)
Capital increases 1 - 1) - - - - - - -
Change in Non-controlling interests - - - - - - - - 1 1
Variation of treasury shares - 1) - - - - - 1) - 1)
Dividend paid - - - - (25) - - (25) - (25)
Shared-based payment to employees® - - - - 10 - - 10 - 10
Tax impact on equity® - - - - - (€] - a7) - 17)

Balance as of December 31, 2017 414 (158) 1,211 500 (78) (1,171) (385) 333 3 336

(1) Fair value of Share Based Compensation plans.

(2) Depreciation of French deferred tax assets allocated to equity.

The accompanying notes on pages 9 to 76 are an integral part of these consolidated financial statements.
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1. General information

Technicolor is a leader in Media & Entertainment Services, developing and monetizing next-generation
video and audio technologies. Please refer to Note 3.1 for details on Group’s operating segments.

In these consolidated financial statements, the terms “Technicolor group”, “the Group” and “Technicolor’
mean Technicolor SA together with its consolidated subsidiaries. Technicolor SA or the “Company” refers
to the Technicolor group parent company.

1.1. Main events of the year

Refinancing of Technicolor Debt

On March 30, 2017, Technicolor repaid the remaining Old Term Loan Debt issued by Tech Finance in 2013,
2014 and 2015 with a maturity in 2020 and issued new Term Loan Debt for U.S.$300 million at LIBOR +
2.75% and €275 million at EURIBOR + 3.00% with LIBOR and EURIBOR subject to a 0% floor. This Term
Loan Debt was issued by Technicolor SA with a maturity in 2023 and is not subject to financial covenants.

Acquisition of the Connected Devices business of LG Electronics

On May 17, 2017, in the Connected Home segment, Technicolor acquired the LG Electronics set-top box
business for €12 million. The acquisition price is subject to a maximum earn-out of €26 million over the next
3 years subject to the performance of the business that was estimated at €9 million. The goodwill amounted
to €13 million.

Patent Licensing business

On December 18, 2017, Technicolor announced being in negotiations for the divestiture of its patent
licensing business. This transaction is in line with Technicolor’s objective to simplify the Group’s structure
and allocate its capital and resources to its operating business.

Subsequent to the announcement, and according to IFRS 5 — Non-current assets held for sale and
Discontinued operations:

- Patent Licensing division has been presented as Discontinued Operations (see Note 12);
- Assets and liabilities, which are part of the transaction, have been classified as assets and liabilities held
for sale in the Technicolor's Consolidated Statement of Financial Position.

1.2. Accounting policies
1.2.1. Basis for preparation

These consolidated financial statements have been prepared in accordance with International Financial
Reporting Standards (“IFRS”) effective as of December 31, 2017 and adopted by the European Union as
of February 21, 2018.

The standards approved by the European Union are available on the following web site:
http://ec.europa.eu/internal_market/accounting/ias/index_en.htm.

Technicolor financial statements are presented in euro and has been rounded to the nearest million.

The consolidated financial statements were approved by the Board of Directors of Technicolor SA on
February 21, 2018. According to French law, the consolidated financial statements will be considered as
definitive when approved by the Company’s shareholders at the Ordinary Shareholders’ Meeting, which
should take place in April 2018.

The accounting policies applied by the Group are consistent with those followed last year except for
standards, amendments and interpretations which have been applied for the first time in 2017 (see Note
1.2.2.2).
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1.2.2. IFRS transition & new standards
1.2.2.1. Main accounting options selected for the transition to IFRS in 2004

IFRS 1, First-time Adoption of IFRS, sets out the rules to be followed by first-time adopters of IFRS when
preparing their first IFRS consolidated financial statements. At the transition date, for the preparation of the
opening IFRS balance sheet, the Group has opted to apply the following main options and exemptions
provided by IFRS 1:

Business combinations

In accordance with IFRS 3, the Group has opted not to restate past business combinations that occurred
before January 1, 2004.

Cumulative translation differences

The Group elected to recognize cumulative translation differences of the foreign subsidiaries into opening
retained earnings as of January 1, 2004, after having accounted for the IFRS adjustments in the opening
shareholders’ equity. All cumulative translation differences for all foreign operations have therefore been
deemed to be zero at the IFRS transition date. The gain or loss on a subsequent disposal of any foreign
operation will exclude translation differences that arose before the IFRS transition date but will include later
translation differences.

1.2.2.2. New standards, amendments and interpretations

Main standards, amendments and interpretations effective and applied as of January 1, 2017

New standard

and interpretation A (POl

Amendments to IAS These amendments are part of the IASB’s Disclosures Initiative and help users of financial statements
7 — Statement of better understand changes in an entity’s debt arising from financing activities, including both changes
cash flows arising from cash flows and non-cash changes.

Amendments to IAS These amendments provide clarification on the deferred tax accounting for debt instruments measured at
12 — Income taxes fair value. There was no significant impact identified.
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NOTES TO THE 2017 CONSOLIDATED FINANCIAL STATEMENTS

Main standards, amendments and interpretations that are not yet effective and have not been early

adopted by Technicolor

Effective
Date

New standard
and interpretation

Main provisions

Amendments to
IFRS 2 —
Share-based
payment

Improvements to
IFRSs 2014-2016

Annual periods
IFRS 15 — Revenue ~ Peginning on or
from contracts with after January 1,
customers 2018

IFRS 9 - Financial
Instruments

These amendments clarify the classification and measurement of share-based payment

transactions and in particular:

- The accounting for cash-settled share-based payment transactions that include a
performance condition;

- The classification of share-based payment transactions with net settlement features;

- The accounting for modifications of share-based payment transactions from cash-
settled to equity-settled.

These amendments are not adopted by the European Union yet.

These amendments are part of the annual improvement program of the 1ASB, but they are
not adopted by the European Union yet.

IFRS 15 specifies how and when revenue should be recognized. The standard provides a
single five-step model to be applied to all contracts with customers. The IASB issued in April
2016 some clarifications on the way those principles should be applied.

The new standard will not impact the Group. The Group’s conclusion is described in more
details hereafter this table.

The Group will apply the cumulative effect method at the transition date without restatement
of comparative period amounts as permitted by IFRS 15.

IFRS 9 issued on 24 July 2014 will replace IAS 39 - Financial Instruments: Recognition and
Measurement. The Standard includes requirements for recognition and measurement,
classification, impairment, derecognition and general hedge accounting. The Standard
introduces guidance on applying the business model assessment and the contractual cash
flow characteristics assessment.

The impact of the new standard is not significant and described in more details hereafter this
table.

The Group will not restate comparative periods but will present the cumulative effect as an
adjustment to the opening balance of other comprehensive income or retained earnings on
January 1, 2018, depending on the nature of the adjustment.

IFRS 16 - Leases

Annual periods
beginning on or

after January 1,
2019

Amendments to

IFRS 9 — Prepayment
Features with
Negative
Compensation

Amendments to IAS
28 — Long-term
Interests in
Associates and Joint
Ventures

Improvements to
IFRSs 2015-2017

IFRS 16 specifies how to measure, present and disclose leases. The standard provides a
single lease accounting model, requiring the lessee to recognize assets and liabilities for all
leases unless the term lease is 12 months or less or the underlying asset has low value.
Lessors continue to classify leases as operating or finance leases, applying substantially a
comparable methodology from its predecessor, IAS 17.

At this stage, the Group has identified all leases concerned and collected the necessary data
and judgment on renewal probability. The Group is currently assessing the impact, but the
expectation is that the main impact relates to Technicolor’s real estate operating leases. By
the end of June 2018, the Group will be able to decide the most appropriate transition method.

These amendments clarify the classification of particular prepayable financial assets and the
accounting for financial liabilities following a modification, but they are not adopted by the
European Union yet.

These amendments have been added to clarify that an entity applies IFRS 9 to long-term
interest in an associate or joint venture that form part of the net investment in the associate
or joint venture but to which the equity method is not applied. They are not adopted by the
European Union yet.

These amendments are related to IFRS 3 — Business Combinations and IFRS 11 — Joint
Arrangements, IAS 12 — Income Taxes and IAS 23 — Borrowing Costs but they are not
adopted by the European Union yet.
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IFRS 15 — Revenue from Contracts with Customers

The Group has analyzed the impact of the adoption of IFRS 15 on its two continuing businesses and on its
discontinued patent licensing business and concluded that the new standard will not affect its recognition
of revenue policy for Connected Home, Production Services and Licensing businesses.

Connected Home segment

Connected Home segment offers a complete portfolio of Broadband and Video Customer Premise
Equipment (“CPE”) and develops software solutions. The contracts signed have no multiple performance
obligations and there is no variable consideration over time. Software inside modems or digital set top
boxes are specific to each customer and are not marketed separately. Accordingly, no impact was
identified.

Entertainment Services segment

Our Production Services division provides a full set of award-wining services around Visual Effects (“VFX”),
Animation and Games activities, as well as digital video and sound Postproduction Services. The services
are generally rendered over a short period except for VFX services where services may be provided over
a longer period. Because our contracts stipulate that we have a right to payment for performance completed
to date in case of a termination by the customer, and because milestones are not used for measuring the
progress, no impact was identified.

Our DVD Services division provides turnkey integrated supply-chain solutions including mastering,
replication, packaging, direct-to-retail distribution through two separate contracts (a replication contract and
a distribution contract). In case of variable price over the contract term, the revenue is already adjusted to
anticipate the probable discount. Accordingly, we do not expect any impact from the new standard.

Licensing businesses (including Patent Licensing as discontinued operations)

Revenue is generated by the sale of licenses.The new guidance will not have any impact. Licenses to use
portions of the Company’s intellectual property portfolio are considered one performance obligation
because of the high-tech characteristic of the portfolios for which new developments are necessary for
licensee to get the most up-dated high-tech product all along the licensing period.

The Group will continue to separate paid-up license agreements into two categories: (i) agreements that
provide access rights over the term of the license to future technologies that are highly interdependent or
highly interrelated to the technologies provided at the inception of the agreement and (ii) agreements that
do not provide for rights to such future technologies (right of use). Paid-up amounts related to the first
category will continue to be recognized as revenue over the term of the related license agreement based
on expected volumes or, in absence of reliable information, on a straight-line basis. For the second category
of contract, revenue will continue to be recognized in the month the license agreement is signed.

In case of paid-up license amounts received for past periods (waiver for past infringement of the licensee),
such amount is recognized up-front.

For per-unit license agreements the Group will continue to accrue the related revenue based on estimates
of licensees’ underlying sales adjusted in the following quarter to true-up revenue to the actual amounts
reported by the licensees.

12
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IFRS 9 — Financial Instruments

The Group has identified the following impacts, that are not significant, based on its business models for
holding financial assets:

- Investments in venture funds that are classified as non-current financial assets available-for-sale under
IAS 39 will be classified at fair value through profit or loss with value changes in “Other Financial ltems”
of our Statement of Operations. Upon initial application of the new standard, the accumulated net
positive fair value changes of €1 million, formerly recognized in other comprehensive income will be
presented as an adjustment to opening balance of retained earnings.

- Some loans or assimilated, that were recorded at amortized cost under IAS 39, will be classified at fair
value through profit or loss with value changes presented in “Other Financial Items”. Upon initial
application, the fair value changes will be presented as an adjustment to opening balance of retained
earnings.

The Group did not identify significant impacts in the assessment of the new impairment and hedge
accounting models provided by IFRS 9.

1.2.3. Basis of measurement & estimates

The financial information has been prepared using the historical cost convention with some exceptions
regarding various assets and liabilities, for which specific provisions recommended by the IFRS have been
applied.

- Non-financial assets are initially recognized at acquisition costs or manufacturing costs including
any costs directly attributable to bringing the assets to the location and condition necessary for it to
be capable of operating in the manner intended by the Group’s management. Long term assets
are subsequently measured using the cost model, cost less accumulated depreciation and
impairment losses.

- Financial assets & liabilities are initially recognized at fair value or at amortized cost (see Note 8.1).

The preparation of consolidated financial statements in accordance with IFRS requires management to
make estimates and assumptions that affect the reported amounts of assets and liabilities and the reported
amounts of revenues and expenses during the reporting period of the consolidated financial statements.
These assumptions and estimates inherently contain some degree of uncertainty.

Management bases its estimates on historical experience and various other assumptions that are believed
to be reasonable and relevant. Actual results may differ from these estimates, while different assumptions
or conditions may yield different results.

Management regularly reviews its valuations and estimates based on its past experience and various other
factors considered reasonable and relevant for the determination of the fair estimates of the assets and
liabilities’ carrying value and of the revenues and expenses.

Technicolor's management believes the following to be the critical accounting policies and related
judgments and estimates used in the preparation of its consolidated financial statements:

- Impairment of goodwill and intangible assets with indefinite useful lives (see notes 4.1 & 4.4);

- Determination of expected useful lives of tangible and intangible assets (see notes 4.2 & 4.3);

- Deferred tax assets recognition (see note 6.2);

- Assessment of actuarial assumptions used to determine provisions for employee post-employment

benefits (see note 9.2);
- Measurement of provisions and contingencies (see note 10);
- Determination of royalties payables (see note 5.1.4).
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1.2.4. Translation

Translation of foreign subsidiaries

For the financial statements of all the Group’s entities for which the functional currency is different from that
of the Group, the following methods are applied:

- The assets and liabilities are translated into euro at the rate effective at the end of the period,;

- The revenues and costs are translated into euro at the average exchange rate of the period.

The translation adjustments arising are directly recorded in Other Comprehensive Income.

Translation of foreign currency transactions

Transactions in foreign currency are translated at the exchange rate effective at the trade date. Monetary
assets and liabilities in foreign currency are translated at the rate of exchange prevailing at the consolidated
statement of financial position date. The differences arising on the translation of foreign currency operations
are recorded in the consolidated statement of operations as a foreign exchange gain and loss.

The non-monetary assets and liabilities are translated at the historical rate of exchange effective at the
trade date.

The main exchange rates used for translation (one unit of euro converted to each foreign currency) are
summarized in the following table:

Closing rate Average rate
2017 2016 2017 2016
US Dollar (US$) 1.1956 1.0526 1.1358 1.1029
Pound sterling (GBP) 0.8878 0.8575 0.8749 0.8223
Canadian Dollar (CAD) 1.5014 1.4189 1.4701 1.4586

The average rate is determined by taking the average of the month-end closing rates for the year, unless
such method results in a material distortion.

2. Scope of consolidation

2.1. Scope and consolidation method

Subsidiaries

All the entities that are controlled by the Group (including special purpose entities) i.e. in which the Group
has the power to govern the financial and operating policies in order to obtain benefits from the activities,
are subsidiaries of the Group and are consolidated. Control is presumed to exist when the Group directly
or indirectly owns more than half of the voting rights of an entity (the voting rights taken into account are
the actual and potential voting rights which are immediately exercisable or convertible) and when no other
shareholder holds a significant right allowing veto or the blocking of ordinary financial and operating
decisions made by the Group. Consolidation is also applied to special purpose entities that met the criteria
of IFRS 10, whatever their legal forms are, even where the Group holds no shares in their capital.

Associates

An associate is an entity over which the Group has significant influence and that is neither a subsidiary nor
an interest in a joint venture. Significant influence is the power to participate in the financial and operating
policies decisions of the investee without having either control or joint control over those policies.
Investments in associates are accounted for under the equity method in accordance with IFRS 11. The
goodwill arising on these entities is included in the carrying value of the investment.
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Joint ventures

A joint venture is a contractual arrangement whereby the Group and other parties undertake an economic
activity that is subject to joint control. Investments in joint ventures are consolidated under the equity method
in accordance with IFRS 11 since January 1st, 2012.

For the years ended December 31, 2017 and 2016, Technicolor’s consolidated financial statements include
the accounts of all investments in subsidiaries, jointly controlled entities and associates. Their location is
summarized below and main entities are listed in Note 14.

Number of companies EUROPE

as of December 31, 2017 FRAIEE (exc. France) u.S. OTHER TOTAL
Parent company a_nq . 17 41 23 32 113
consolidated subsidiaries

Companies accounted for 1 ) 1 3 5
under the equity method

TOTAL 18 41 24 35 118
Number of companies EUROPE

as of December 31, 2016 FRielE (exc. France) s LUAEs Lol
Parent company and

consolidated subsidiaries 21 42 23 35 121
Companies accounted for 1 ) 1 4 6
under the equity method

TOTAL 22 42 24 39 127

In accordance with IFRS 12, significant judgment in determining control on entities even though Technicolor
does not hold voting rights is disclosed below.

Since June 2013, Tech Finance was fully consolidated as its only relevant activity was to lend the funds got
from third parties to Technicolor. Following the repayment of the Old Term Loan Debt issued by Tech
Finance in 2013, 2014 and 2015, Tech Finance was liquidated in December 2017.

2.2. Change in the scope of consolidation of 2017
LG set-top box business

On May 17, 2017, Technicolor acquired from LG Electronics its set-top box business through an Asset
Purchase Agreement. This acquisition is included into the Connected Home segment.

The purchase price consisted of :

- an upfront payment of U.S.$15.5 million (€14 million at May 17, 2017 exchange rate);

- a price adjustment for U.S.$2.5 million (€2 million at May 17, 2017 exchange rate) to be refunded
by LG Electronics in January 2018;

- amaximum earn-out of €26 million over the next 3 years subject to the performance of the business.
As of December 31, 2017, the earn-out was estimated to U.S.$10 million (€9 million at May 17,
2017 exchange rate)

A purchase price allocation has been performed to identify tangible and intangible assets and liabilities. As
a result, a customer relationship for €2 million with a useful life of 5 years was identified.

Final goodwill of €13 million is primarily related to synergies that Technicolor anticipates following the
integration of this business into the Connected Home segment.
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The purchase price allocation is as follows:
(€ in million converted at May 17, 2017 exchange

rate) Fair Value

Net asset acquired

Property, plant and equipment 1

Intangible assets 2

Working Capital and other assets and liabilities 5
Total net asset acquired 8
Purchase price paid (before price adjustment) 14
Price adjustment 2)
Earn-out payments’ estimates 9
Total purchase consideration 21
Goodwill 13

No other significant acquisition occurred in 2017.

2.3. Change in the scope of consolidation of 2016
Exercise of the put granted to the non-controlling interest of Ouido Productions

On January 21, 2015, Technicolor acquired 51% of Ouido Productions, a Paris-based animation company
through a capital increase of Ouido Productions for €1 million.

According to the shareholder’s agreement, Technicolor purchased the remaining 49% stake as of January
21, 2016 (one year after initial acquisition date) for €1 million with a maximum earn-out of €7 million to be
paid until 2021 depending on the performance of the company in issuing new animated series. The probable
earn-out was estimated at €4 million after discount as of December 31, 2015 and reduced to €2 million for
the final purchase price allocation due to delays identified on production projects.

A debt of €5 million was already recognized for 2015 closing in relation with the put granted to non-
controlling interest and the probable earn-out of €4 million estimated for 2015 closing which was considered
the best estimates of the Management. The preliminary goodwill recognized accordingly as of December
31, 2015 for €7 million was reduced to €5 million for the final purchase price allocation. Similarly, the debt
was reduced by €2 million.

On January 22, 2016, Ouido Productions was renamed Technicolor Animation Productions.
Disposal of Media-Navi

On January 29, 2016, Technicolor sold its M-Go activity to Fandango Media LLC, a subsidiary of Comcast
Corporation, for a purchase price of $12 million (€11 million) after working capital adjustment.
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2.4. Investments in associates & joint-ventures
The Group has investments accounted for using the equity method (see main entities in Note 14).

Detalls of investments in associates and joint ventures are summarized below:

Group’s share of associates’ & Profit (loss) from associates
joint-ventures net assets and joint-ventures
(€ in millions) 2017 2016 2017 2016
Investment in associates 2 2 - 2
Investment in joint ventures - 1 - 1)
TOTAL 2 3 - 1

All investments are private companies; therefore, no quoted market prices are available for its shares.
Neither associate nor joint venture is individually material to the Group.

The consolidated financial statements include transactions made by the Group with associates and joint-
ventures. These transactions are performed in normal market conditions.

In 2017, and 2016, there is no significant transactions with the Group associates and joint-ventures.

3. Information on operations

3.1. Information by business segments

Technicolor has two continuing businesses and reportable operating segments under IFRS 8:
Entertainment Services and Connected Home.

Our Patent Licensing division, which was formerly included in the operating segment Technology, is
presented as Discontinued Operations. As a result, our Trademark Licensing and Research & Innovation
activities have been transferred to the segment “Corporate & Other”.

The Group’s Executive Committee makes its operating decisions and assesses performances based on
two types of activities. All remaining activities, including unallocated corporate functions, are grouped in a
segment “Corporate & Other”.

Prior period has been represented for comparability purposes according to this new organization and
reporting structure.
Entertainment Services
The Entertainment Services segment is organized in two divisions:
e The Production Services division provides a full set of award-winning Visual Effects (“VFX”),

Animation, digital video and sound Postproduction services;

e The DVD Services division replicates, packages and distributes video, game and music CD, DVD
and Blu-ray™ discs.

The Entertainment Services segment supports content creators from creation to postproduction (Production
Services), while offering global distribution solutions through its replication and distribution services for CD,
DVD and Blu-ray™ discs (DVD Services). .

Entertainment Services segment generates its revenue from the sale of goods and services.
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Connected Home

Connected Home segment offers a complete portfolio of Broadband and Video Customer Premise
Equipment (“CPE”) to Pay-Tv operators and Network Service Providers (“NSPs”), including broadband
modems and gateways, digital set top boxes, and Internet of Things (“loT”) connected devices.

Connected Home segment generates its revenue from the sale of goods and services.

Corporate & Other

This segment includes:

Unallocated Corporate functions, which comprise the operation and management of the Group’s
Head Office, together with various Group functions centrally performed, such as Sourcing, Human
Resources, IT, Finance, Marketing and Communication, Corporate Legal Operations and Real
Estate Management, and that cannot be strictly assigned to a particular business within the two
operating segments;

Post-disposal service operations and commitments related to former consumer electronics
operations, mainly pension and legal costs.

Research & Innovation (R&l), which aims at fostering organic growth in close collaboration with the
businesses by innovating in next generation video technologies and experiences;

Trademark Licensing business, which monetizes valuable brands such RCA© and Thomson©
which were operated by the Group when it was a leading stakeholder in the Consumer Electronics
business;

Corporate &

Enterta|lnment Connected Other Adj TOTAL
Services Home e
(€ in million) Year ended December 31, 2017
Statement of operations items
Revenues 1,790 2,419 22 - 4,231
Intersegment sales 2 - 1 3) -
Earning b_efo_re InteresF & Tax (EBIT) 53 29 92) i (10)
from continuing operations
Of which:
Net impairment losses on non-current
oot @ ®) - - ©
perating assets

Restructuring costs (19 (22) 7 - (43)
Other income (expenses) 8 2 (1) - (11)
Depreciation & amortization (149) (86) 5) - (240)
Other non-cash items® (5) 10 3) - 2
Adjusted EBITDA 230 137 (76) - 291
Statements of financial position items
Segment assets 1,493 1,376 157 - 3,026
Unallocated assets 686
Total consolidated assets 3,712
Segment liabilities 527 1,057 403 - 1,987
Unallocated liabilities 1,389
Total consolidated liabilities 3,376
Other information
Net capital expenditures (69) (74) 3) - (146)
Capital employed 557 25 88 - 670

(*) Formerly Other.

(1) mainly variation of provisions for risks, litigations and warranties.

(2) Following the presentation of the Patent Licensing business as Discontinued Operations, "Trademark Licensing" and "Research &
Innovation", formerly reported as part of the Technology segment, has been included in the Corporate & Other segment.
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. Corporate &
Entertainment Connected

. Other Adj TOTAL
Services Home “Q
(€ in million) Year ended December 31, 2016 ©)

Statement of operations items
Revenues 1,966 2,637 25 - 4,628
Intersegment sales 3 - 1 4) -
Earning b.efo're InteresF & Tax (EBIT) 76 113 (113) ) 76
from continuing operations
Of which:
Net impairment losses on non-current

P ® (10) - - (13)
operating assets
Restructuring costs 17) (11) (16) - (44)
Other income (expenses) 8 (14) 7 - 1
Depreciation & amortization (147) (73) 4 - (224)
Other non-cash items® (3) 3 3 - (©)
Adjusted EBITDA 238 218 (97) - 359
Statements of financial position items
Segment assets 1,755 1,522 178 - 3,455
Unallocated assets 926
Total consolidated assets 4,381
Segment liabilities 639 1,081 661 - 2,381
Unallocated liabilities 1,296
Total consolidated liabilities 3,677
Other information
Net capital expenditures (74) (75) ?3) - (152)
Capital employed 693 141 (119) - 715

(*) Formerly Other.

(1) Mainly variation of provisions for risks, litigations and warranties.

(2) Following the presentation of the Patent Licensing business as Discontinued Operations, "Trademark Licensing" and "Research &
Innovation”, formerly reported as part of the Technology segment, have been included in the Corporate & Other segment.

(3) 2016 amounts are re-presented to reflect the impacts of Discontinued Operations (see Note 12).

The following comments are applicable to the two tables above:

- The caption “Adjusted EBITDA” corresponds to the profit (loss) from continuing operations before
tax and net financial income (expense), net of other income (expense), depreciation and
amortization (including impact of provision for risks, litigation and warranties);

- The captions "Total segment assets" and “Total segment liabilities” include all operating assets and
liabilities used by a segment.

- The caption "Unallocated assets" includes mainly financial assets, deferred and income tax assets,
cash and cash equivalents and assets classified as held for sale;

- The caption "Unallocated liabilities" includes mainly the financial debt, deferred and income tax
liabilities and liabilities classified as held for sale;

- The caption "Net capital expenditures" includes cash used related to tangible and intangible capital

expenditures, net of cash received from tangible and intangible asset disposals;
The caption "Capital employed" is defined as being the aggregate of both net tangible and
intangible assets (excluding goodwill), operating working capital and other current assets and
liabilities (except for provisions including those related to employee benefits, income tax, payables
on acquisition of companies and payables to suppliers of PPE and intangible assets).
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3.2. Revenue & geographical information

Revenue is measured at the fair value of the amount received or to be received, after deduction of any
trade discounts or volume rebates allowed by the Group, including customer contract advances
amortization.

When the impact of deferred payment is significant, the fair value of the revenue is determined by
discounting all future payments.

Sales of goods

Related revenue is recognized when the entity has transferred to the buyer the significant risks and rewards
of ownership of the goods, which generally occurs at the time of shipment.

Services agreements

The Group signs contracts which award to the Group a customer’s business within a particular territory over
the specified contract period (generally over 1 to 5 years). The contracts contain provisions that establish
pricing terms for services and volumes to be provided and other terms and conditions. Revenue is
recognized when the entity has transferred to the customer the major risk and rewards of ownership, which
generally occurs, depending on contract terms, upon duplication or delivery.

Royalties

Patent licensing agreements generally state that a specified royalty amount is earned at the time of
shipment of each product to a third-party by a licensee. The gross royalty amount is determined on a
quarterly basis and in accordance with the license agreement.

Rest of Rest of Asia-

(€ in millions) France U.K. Europe U.S. Americas Seeie TOTAL
Revenues
2017 740 199 221 2,318 541 212 4,231
2016* 877 215 279 2,497 569 191 4,628

Segment assets
2017 601 214 88 1,683 300 140 3,026
2016 652 240 104 1,990 338 131 3,455

(*) 2016 amounts are re-presented to reflect the impacts of Discontinued Operations (see Note 12).

Revenues are classified according to the location of the entity that invoices the customer.

Information on main clients

As of December 31, 2017, two external customers represent each more than 10% of the Group’s
consolidated revenues (respectively €634 million and €540 million).

As of December 31, 2016, two external customers represent each more than 10% of the Group’s
consolidated revenues (respectively €580 million and €451 million).
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3.3. Operating income & charges

3.3.1. Research & development expenses

(€ in millions) 2017 2016*
Research and development expenses, gross (186) (204)
Capitalized development projects 48 49
Amortization of capitalized development projects (46) (36)
Subsidies @ 12 14
Research and development expenses, net (172) (177)

(1) Include mainly research tax credit granted by the French State.

3.3.2. Selling & administrative expenses and other operation income (expenses)

(€ in millions) 2017 2016*
Selling and marketing expenses (145) (162)
General and administrative expenses (210) (222)
Selling and administrative expenses (355) (384)
Other income (expense) (11) 1

(*) 2016 amounts are re-presented to reflect the impacts of Discontinued Operations (see Note 12)

4. Goodwill, intangible & tangible assets

4.1. Goodwill

Business combinations are accounted for using the acquisition method at the acquisition date, which is the
date on which control is transferred to the Group.

The Group measures goodwill at the acquisition date as:

- The fair value of the consideration transferred; plus

- The recognized amount of any previously owned non-controlling interests in the acquiree; plus

- If the business combination is achieved in stages, the fair value of the pre-existing equity interest in the
acquiree; less

- The net recognized amount (generally fair value) of the identifiable assets acquired and liabilities
assumed.

Under option, for each business combination, any non-controlling interest in the acquiree is measured either
at fair value (thus increasing the goodwill) or at the non-controlling interest’s proportionate share of the
acquiree’s identifiable net assets. Once control is achieved, further acquisition of non-controlling interest or
disposal of equity interest without losing control are accounted as equity transaction.

Goodwill is recognized in the currency of the acquired subsidiary/associate and measured at cost less
accumulated impairment losses and translated into euros at the rate effective at the end of the period.
Goodwill is not amortized but is tested annually for impairment.

Transaction costs, other than those associated with the issue of debt or equity securities, that the Group
incurs in connection with a business combination, are expensed as incurred.

Any contingent consideration payable is measured at fair value at the acquisition date. Subsequent changes
in the fair value of the contingent consideration are recognized in profit or loss, except if contingent
consideration is classified in equity.
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The following table provides the allocation of the significant amounts of goodwill to each Goodwill Reporting
Unit (GRU) based on the organization effective as of December 31, 2017 (refer to Note 4.4 for detail on
impairment tests).

Entertainment Services

(€ n milion) Coﬂgﬁfged Production DVD TOTAL
Services Services

At December 31, 2015 429 204 370 1,003
Exchange difference 13 9) 9 13
Additions - 3 - 3
Disposals - - - -
Impairment loss - - - -
Other - - - -
At December 31, 2016 442 198 379 1,019
Exchange difference (33) (15) (42) (90)
Additions ™ 13 - - 13
Disposals - - - -
Impairment loss - - - -
Other - - - -
At December 31, 2017 422 183 337 942

(1) Mainly linked to Purchase price allocation of LG set-up box business acquisition (refer to Note 2.2).

4.2. Intangible assets

Intangible assets consist mainly of trademarks, rights for use of patents, capitalized development projects
and acquired customer relationships.

Intangibles acquired through a business combination are recognized at fair value at the transaction date.
For material amounts, Technicolor relies on independent appraisals to determine the fair value of intangible
assets. Separately acquired intangible assets are recorded at purchase cost and internally generated
intangibles are recognized at production cost.

Purchase cost comprises acquisition price plus all associated costs related to the acquisition and set-up.
All other costs, including those related to the development of internally generated intangible assets such as
brands, customer files, etc., are recognized as expenses of the period when they are incurred.

Intangible assets considered to have a finite useful life are amortized over their estimated useful lives and
their value written down in the case of any impairment loss. Depending on the nature and the use of the
intangible assets, the amortization of these assets is included either in “Cost of sales”, “Selling and
administrative expenses”, “Other income (expense)” or “Research and development expenses”.

Intangible assets with indefinite useful lives are not amortized but are attached to GRU and tested for
impairment annually (see Note 4.4).

Accounting estimates and judgments

Regarding intangible assets with finite useful lives, significant estimates and assumptions are required to
determine (i) the expected useful life of these assets for purpose of their depreciation and (ii) whether there
is an impairment of their value requiring a write-down of their carrying amount. Estimates that are used to
determine their expected useful lives are defined in the Group’s accounting policy manual and consistently
applied throughout the Group.

Regarding intangible assets with indefinite useful lives, significant estimates and assumptions are required
to determine the recoverable amount of such assets. See section 4.4. for detail on the accounting policy
related to impairment review on such assets.
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- Patents & Other Tota_l
(€ in millions) Trademarks Customer . ) Intangible
Relationships TRl Assets

At December 31, 2015, 270 418 115 803
Cost 375 979 321 1,675
Accumulated depreciation (105) (561) (206) (872)
Exchange differences 5 2 4 11
Additions - 3 86 89
Disposals - (1) - @)
Depreciation charge - (68) (53) (121)
Impairment loss (see Note 4.4) - Q) 9) (10)
Other - - - -
At December 31, 2016, 275 353 143 771
Cost 282 989 342 1,613
Accumulated depreciation (7) (636) (199) (842)
Exchange differences (27) (30) (10) (67)
Acquisitions of businesses - 2 1 3
Additions - - 75 75
Disposals - - - -
Depreciation charge - (58) (79) (137)
Impairment loss (see Note 4.4) - (6) (7) (13)
Other ® - (7) - (7
At December 31, 2017, Net 248 254 123 625
Cost 255 642 389 1,286
Accumulated depreciation (7) (388) (266) (661)

(1) Includes patents transferred to assets held for sale.

4.2.1. Trademarks

Trademarks are considered as having an indefinite useful life and are not amortized, but are tested for
impairment annually, on a stand-alone basis. The main reasons retained by the Group to consider a
trademark as having an indefinite useful life were mainly its positioning in its market expressed in terms of
volume of activity, international presence and notoriety, and its expected long-term profitability.

As of December 31, 2017, trademarks total €248 million and consist mainly of Technicolor® trademark for
€189 million, RCA® trademark for €29 million and The Mill® tradename for €21 million.

The fair market value of Technicolor Trademark is based on a methodology developed in 2014 by Sorgem,
a company specialized in valuation of trademarks. Such methodology defines for each business, through a
matrix of key success factors of the business and intangible assets used, the contribution of the trademark
to the discounted cash flow using an excess profit method.

Except if a trigger event is changing the business environment, the matrix of contribution as defined by
Sorgem in 2014 is considered permanent and only the discounted cash flows are updated internally each
year to check if the fair value of the Technicolor trademark is above its net book value.

A decrease of earnings before interest and tax of each business by 1 point would not lead to an impairment
of the Technicolor trademark.

The recoverable value of RCA® trademark is estimated using the discounted cash flows method based on
Budget and cash flow projections on a 5-year period with no long-term growth and a post-tax discount rate
of 8%. No reasonably expected change in assumptions would result in any impairment.

Other trademarks include THOMSON® in the Corporate & Other and MPC®, Mr. X®, and MIKROS IMAGE®
in the Production Services.
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4.2.2. Patents, Customer relationships & other intangible assets

Patents
Patents are amortized on a straight-line basis over the expected period of use.
Customer relationships

Customer relationships that are acquired through business combinations are amortized over the expected
useful life of such relationships, which range from 8 to 20 years, taking into account probable renewals of
long-term customer contracts that last generally from 1 to 5 years. The initial valuation methodology is
generally the excess profit method using the attributable discounted future cash flows expected to be
generated. They are tested for impairment only if management identifies triggering events that may result
in a loss of value of such assets.

Other intangibles

Other intangibles comprise mainly capitalized development projects, acquired or internally developed
software and acquired technologies.

Research expenditures are expensed as incurred. Development costs are expensed as incurred, unless
the project to which they relate meets the IAS 38 capitalization criteria. Recognized development projects
correspond to projects whose objectives are to develop new processes or to improve significantly existing
processes, considered as technically viable and expected to provide future economic benefits for the Group.
Development projects are recorded at cost less accumulated depreciation and impairment losses, if any.
The costs of the internally generated development projects include direct labor costs (including pension
costs and medical retiree benefits), costs of materials, service fees necessary for the development projects
and reduced of tax credits if any. They are amortized over a period ranging from one to five years starting
from the beginning of the commercial production of the projects, based on units sold or based on units
produced or using the straight-line method.

4.3. Property, plant & equipment

All Property, Plant and Equipment (PPE) are recognized at cost less any depreciation and impairment
losses. They are essentially amortized using the straight-line method over the useful life of the asset which
ranges from 20 to 40 years for buildings and from 1 to 12 years for materials and machinery. Each material
component of a composite asset with different useful lives or different patterns of depreciation is accounted
for separately for the purpose of depreciation and for accounting of subsequent expenditure.

Leases

Leases which transfer substantially all risks and rewards incidental to the ownership of the leased asset
are classified as finance leases. This transfer is based on different indicators analyzed such as

- the transfer of ownership at the end of the lease,

- the existence of a bargain price option in the agreement,

- the fact that the lease term is for the major part of the economic life of the asset, or

- the present value of minimum lease payments amounts to substantially all of the fair value of the leased
asset.

The assets held under finance leases are capitalized at the lower of the present value of future minimum
payments and the fair value of the leased assets and the corresponding financial liability is accounted for
by the Group. They are amortized using the straight-line method over the shorter of the estimated useful
life of the asset and the duration of the lease. The costs related to the assets acquired through these
contracts are included within the amortization allowances in the statement of operations.

Leases which are not classified as finance leases are operating leases. The payments related to these
contracts are recorded as expenses on a straight-line basis over the lease term.

The aggregate benefits of lease incentives received from the lessor are recognized as a reduction of rental
expense over the lease term, on a straight-line basis.
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Accounting estimates and judgments

Significant estimates and assumptions are required to determine (i) the expected useful lives of these
assets for purposes of their depreciation and (ii) whether there is an impairment of their value requiring a
write-down of their carrying amount. Estimates that are used to determine their expected useful lives are
defined in the Group’s accounting policy manual and consistently applied throughout the Group.

Machinery Other
(€ in millions) Land Buildings & Tangible TOTAL
Equipment Assets®

At December 31, 2015, Net, 3 24 172 105 304
Cost 3 57 1,183 354 1,597
Accumulated depreciation - (33) (1,011 (249) (1,293)
Exchange differences - 1 4 3 8
Additions - - 4 71 75
Disposals of businesses(® - - - 1) (1)
Depreciation charge - 3) (65) (30) (98)
Impairment loss - - Q) Q) )
Other® - - 25 (25) -
At December 31, 2016, Net, 3 22 139 122 286
Cost 3 61 1,243 388 1,695
Accumulated depreciation - (39) (1,104) (266) (1,409)
Exchange differences - 1) (12) (11) (24)
Additions - 5 9 71 85
Acquisition of subsidiaries® - - 1 - 1
Disposals - - Q) (4) (5)
Depreciation charge - (5) (58) (33) (96)
Impairment loss - - - 1) (1)
Other® - - 22 (25) (3)
At December 31, 2017, Net 3 21 100 119 243
Cost 3 63 1,132 372 1,570
Accumulated depreciation - (42) (1,032) (253) (1,327)

(1) Includes assets in progress.

(2) In 2016, mainly related to the disposal of M-GO activity.
(3) In 2017, related to the acquisition of LG set-top box business.
(4) Corresponds mainly to the transfer of tangible assets in progress to Machinery and Equipment.
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4.4. Impairment on non-current operating assets

Goodwill, intangible assets having an indefinite useful life and development projects not yet available for
use are tested annually for impairment during the last quarter of the year and updated at the end of
December and whenever circumstances indicate that they might be impaired.

For impairment testing, assets are grouped together into the smallest group of assets that generate cash
outflows that are largely independent of the cash flows of other assets or CGU. Goodwill arising from a
business combination is allocated to CGUs or group of CGUs (Goodwill reporting units - GRUSs) that are
expected to benefit from the synergies. The Group identified 3 GRUs:

- The Entertainment Services segment includes 2 GRUs: DVD Services and Production Services,

- The Connected Home segment is considered as a single GRU,

PPE and intangible assets having a definite useful life are tested for impairment at the consolidated
statement of financial position date only if events or circumstances indicate that they might be impaired.
The main evidence indicating that an asset may be impaired includes the existence of significant changes
in the operational environment of the assets, a significant decline in the expected economic performance
of the assets, or a significant decline in the revenues or margin versus prior year and budget or in the
market share of the Group.

The impairment test consists of comparing the carrying amount of the asset with its recoverable amount.
The recoverable amount of the asset is the higher of its fair value (less costs to sell) and its value in use.

The fair value (less costs to sell) corresponds to the amount that could be obtained from the sale of the
asset (or the CGU/GRU), in an arm’s-length transaction between knowledgeable and willing parties, less
the costs of disposal. It can be determined using an observable market price for the asset (or the CGU/GRU)
or using discounted cash flow projections, that include estimated future cash inflows or outflows expected
to arise from future restructuring or from improving or enhancing the asset’s performance but exclude any
synergies with other CGU/GRU of the Group.

Value in use is the present value of the future cash flow expected to be derived from an asset or CGU/GRU.

For determining the recoverable value, the Group uses estimates of future pre-tax discounted cash flows
generated by the asset including a terminal value when appropriate. These flows are consistent with the
most recent budgets approved by the Board of Directors of the Group. Estimated cash flows are discounted
using pre-tax long-term market rates, reflecting the time value of money and the specific risks of the assets.

An impairment loss corresponds to the difference between the carrying amount of the asset (or group of
assets) and its recoverable amount and is recognized in “Net impairment losses on non-current operating
assets” for continuing operations unless the impairment is part of restructuring plans, or related to
discontinued operations in which case it is recognized in “Restructuring expenses”. In accordance with IAS
36, impairment of goodwill cannot be reversed.

Accounting estimates and judgments

The Group reviews annually goodwill and other indefinite-lived intangible assets for impairment in
accordance with the accounting policy.

Technicolor's management believes its policies related to such annual impairment testing are critical
accounting policies the recoverable involving critical accounting estimates because determining amount of
GRU requires (i) determining the appropriate discount rate to be used to discount future expected cash
flows of the cash-generating unit and (ii) estimating the value of the operating cash flows including their
terminal value, the growth rate of the revenues generated by the assets tested for impairment, the operating
margin rates of underlying assets for related future periods and the royalty rates for trademarks.

In addition to the annual review for impairment, Technicolor evaluates at each reporting date certain
indicators that would result, if applicable, in the calculation of an additional impairment test in accordance
with the accounting policy.

Management believes the updated assumptions used concerning sales growth, terminal values and royalty
rates are reasonable and in line with updated market data available for each GRU.
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Connected Entertainment Discontinued

(€in millions) Home Services operations Ut

2017
Impairment loss on goodwill - - - -
Impairment losses on intangible assets @) 1) 5) (13)
Impairment losses on tangible assets (1) - - Q)
Impairment losses on non-current operating assets (8) (1) (5) (14)
Impairment reversal on intangible assets - - - -
le\llse;égpalrment losses on non-current operating ®) 1) ®) (14)

2016
Impairment loss on goodwill - - - -
Impairment losses on intangible assets 9) )] - (11)
Impairment losses on tangible assets (1) (1) - (2)
Impairment losses on non-current operating assets (10) 3) - (13)
Impairment reversal on intangible assets - - - -
Net impairment losses on non-current operating (10) 3) i (13)

assets

As of December 31, 2017, the Group reviewed its triggering indicators and determined that some
amortizable assets may have lost value. Consequently, it performed impairment tests for these assets or
group of assets which resulted in depreciation of mainly capitalized development costs within Connected
Home segment.

The impairment tests performed in 2017 and 2016 on goodwill and intangibles assets with indefinite useful
lives resulted in no impairment.

4.4.1. Main assumptions at December 31, 2017

In order to perform the annual impairment test, the Group used the following assumptions to determine the
recoverable amount of the main goodwill reporting units:

Entertainment Services Connected Home
DVD Services Production Services

Basis used to determine the recoverable amount Fair Value Value in use Fair Value
Description of key assumptions Budget and Business Plans
Period for projected future cash flows *) 5 years 5 years
Growth rate used to extrapolate cash flow
projections beyond projection period:

- As of December 31, 2017 *) 2.0% 2.0%

- As of December 31, 2016 *) 2.0% 0.5%
Post-tax discount rate applied®:

- As of December 31, 2017 8.0% 8.0% 10.0%

- As of December 31, 2016 8.0% 8.0% 11.0%

(1) The corresponding pre-tax discount rates are within a range from 10.6% to 13%.
(*) The main activities of the DVD Services division have been considered to have a finite life, determined on the expected timing for
the obsolescence of the underlying technology of this activity. Accordingly, no terminal value has been applied for this activity.
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For the DVD Services GRU, in the absence of a binding sale agreement at closing date, of an active market
and of comparable recent transactions, discounted cash flow projections have been used to estimate fair
value less costs to sell. Technicolor management considers that fair value less costs to sell is the most
appropriate method to estimate the value of its GRU as it takes into account the future restructuring
measures the Group will need to make against a rapid technological environment change. Such
restructuring actions would be considered by any market participant given the economic environment of the
business.

The discounted cash flow of DVD Services is computed over a finite life of circa twenty years and
accordingly the goodwill will be impaired over this period depending on the evolution of the fair value as
determined through the discounted cash flow.

The Group didn’t record any impairment charge on goodwill as of December 31, 2016 and 2017.

4.4.2. Sensitivity of recoverable amounts at December 31, 2017

For Production Services:
- anincrease of 1 point in the post-tax discount rate assumption would decrease the enterprise value
of €249 million without generating an impairment;
- adecrease of 1 point of the Adjusted EBITDA margin from 2018 would decrease the enterprise
value of €126 million without generating an impairment.

For DVD Services:
- an increase of 0.5 point in the post-tax discount rate assumption would decrease the enterprise
value by €18 million without generating an impairment;
- adecrease of 1 point of the Adjusted EBITDA from 2021 would decrease the enterprise value of
€41 million without generating an impairment;
- adecrease of 5% in the Blu-ray™ volume from 2021 would decrease the enterprise value of €12
million without generating an impairment.

As the fair value is close to the book value as of December 31, 2017, an accelerated decrease in the DVD
and Blu Ray™ markets volume as well as a deterioration of other key assumptions (selling prices, cost
structure adaptation to market environment) , would bring the recoverable value below the book value.

For Connected Home:
- anincrease of 1 point in the post-tax discount rate assumption would decrease the enterprise value
of €120 million without generating an impairment;
- a decrease of 1 point of the Adjusted EBITDA margin from 2018 would decrease the enterprise
value by €211 million without generating an impairment;
- a decrease of 1 point of a sale growth assumption for 2021, 2022 and Terminal value would
decrease the enterprise value by €108 million without generating an impairment.
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4.5. Commitments related to assets operated under operating lease

- Minimum future Future lease Net value of future
(€ in millions) . . . .
lease commitments commitments received lease commitments
2018 86 4 82
2019 58 1 57
2020 42 - 42
2021 27 - 27
2022 16 - 16
After 5 years 80 - 80
Total® 309 5 304

(1) Minimum operating lease payments shown are not discounted.

The above table includes the leases accrued as restructuring reserve for less than €1 million for 2017
closing.

The main operating leases relate to the headquarters in France and in the US:

- On April 22, 2008, Technicolor signed a commitment for an operating lease - its headquarters in
France in Issy-les-Moulineaux near Paris for a duration of 9 years from November 2009;

- Technicolor USA, Inc. sold its office building (administration and technical services buildings) in
March 2000 and subsequently leased back from the purchaser until 2012 and renewed until 2017.

- On November 2016, Technicolor signed a commitment for a new operating lease until 2028
regarding the relocation of its headquarter in the center of Paris (Rue du Renard 75004) from August
2018.

The net operating lease expense in 2017 was €100 million (€104 million in rental expense reduced by €4
million in rental income).

5. Other operating information

5.1. Operating assets & liabilities

5.1.1. Non-current operating assets & liabilities

(€ in millions) 2017 2016
Customer contract advances and up-front prepaid discount 10 24
Other 28 32
Other operating non-current assets 38 56
Payable on acquisitions of business & fixed assets (32) (50)
Deferred income (2) (65)
Other (25) (38)
Other operating non-current liabilities (59) (153)

As part of its normal course of business, Technicolor makes cash advances and up-front prepaid discount
to its customers, principally within its Entertainment Services segment. These are generally in the
framework of a long-term relationship or contract and can take different forms. Consideration is typically
paid as an advance to the customers in return for the customer’s various commitments over the life of the
contracts. These contracts award to the Group a customer’s business within a particular territory over the
specified contract period (generally from 1 to 5 years). The contracts contain provisions that establish
pricing terms for services and volumes to be provided and other terms and conditions.

Such advanced payments are classified under “Non-current assets”, recorded as “Contracts advances and
up-front prepaid discount” and are amortized as a reduction of "Revenues" on the basis of units of
production or film processed.
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5.1.2. Inventories

Inventories are valued at acquisition or production cost. The production costs include the direct costs of
raw materials, labor costs and a part of the overheads representative of the indirect production costs, and
exclude general administrative costs. The cost of inventory sold is determined based on the weighted
average method or the FIFO (first in — first out) method, depending on the nature of the inventory. When
the net realizable value of inventories is lower than its carrying amount, the inventory is written down by the
difference.

(€ in millions) 2017 2016
Raw materials 38 40
Work in progress 10 42
Finished goods and purchased goods for resale 214 179
Gross value 262 261
Less: valuation allowance (24) (27)
Total inventories 238 234

5.1.3. Trade accounts receivables

The trade receivables are part of the current financial assets. At the date of their initial recognition, they are
measured at the fair value of the amount to be received. This generally represents their nominal value
because the effect of discounting is generally immaterial between the recognition of the instrument and its
realization.

The Group assesses at each balance sheet date whether there is any objective evidence that a trade
receivable is impaired. If any such evidence exists, the amount of the loss is measured as the difference
between the asset's carrying amount and the present value of estimated future cash flows.

(€ in millions) 2017 2016
Trade accounts and notes receivable 708 826
Less: valuation allowance (24) (20)
Total trade accounts and notes receivable 684 806

Trade accounts receivable include €71 million and €79 million which are past due respectively as of
December 31, 2017 and December 31, 2016 for which no valuation allowance was recorded as the amount
is still considered recoverable.

The credit risk exposure on the Group’s trade receivables corresponds to the net book value of these assets
(€684 million as of December 31, 2017 compared to €806 million as of December 31, 2016).
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5.1.4. Other current assets & liabilities

Estimation of accrued royalty income

In the normal course of its business, the Group may use certain technology protected by patents owned by
third parties. In the majority of cases, the amount of royalties payable to these third parties for the use of
this technology will be defined in a formal licensing contract. In some cases, and particularly in the early
years of an emerging technology when the ownership of intellectual property rights may not yet be
ascertained, management’s judgement is required to determine the probability of a third party asserting its
rights and the likely cost of using the technology when such assertion is probable. In making its evaluation,
management considers past experience with comparable technology and/or with the particular technology
owner. The royalties payable are presented within the captions “Other current liabilities” and “Other non-
current liabilities” in the Group’s balance sheet.

Derecognition of assets

A receivable is derecognized when it is sold without recourse and when it is evidenced that the Group has
transferred substantially all the significant risks and rewards of ownership of the receivable and has no
more continuing involvement in the transferred asset.

(€ in millions) 2017 2016
Value added tax receivable 33 26
Research tax credit and subsidies 18 24
Prepaid expenses 37 48
Accrued royalty income 23 18
Other 145 168
Other current operational assets 256 284
Taxes payable (40) (37)
Accrued royalties expense (49) (71)
Payables for fixed assets (25) (30)
Other (220) (366)
Other current operational liabilities (334) (504)

5.2. Related party transactions

A party is related to the Group if:

- Directly or indirectly the party (i) controls, is controlled by or is under common control with the Group,
(ii) has an interest in the Group that gives it significant influence over the Group;

- The party is an associate or a joint venture in which the Group is a venture;

- The party or one of its Directors is a Member of the Board of Directors or of the Executive Committee of
the Group or a close Member of the family of any individual referred to above.

Related party transactions with associates & joint ventures are detailed in Note 2.4.
Remuneration of key management is detailed in Note 9.4.

Other related parties:

- ST Microelectronics is no longer a related party as Mr. Lombard left his position as Chairman of
Technicolor SA since April 2017, he also left his position as member of Supervisory Board at ST
Microelectronics since June 2017.

In 2016, transactions with ST Microelectronics impact trade payables for €2 million and expenses
for €1 million;

- NDS is arelated party of Technicolor since Cisco Systems Inc. (the parent company of NDS) holds
5.18% of the share capital of Technicolor. In 2017, transactions with NDS are not significant.
In 2016, transactions with NDS impact expenses for €4 million and trade payables for €1 million.

There is no contractual obligation and other commitment with these related parties in 2017 and in 2016.
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6. Income Tax

6.1. Income tax recognized in profit and loss

6.1.1. Income tax expense

Income tax expense comprises current and deferred tax. Deferred tax is recognized in profit or loss, except
to the extent that it relates to items previously recognized outside profit or loss (either in OCI or directly in
equity). Moreover, IAS 12 does not specify whether tax benefits arising from tax losses should be allocated
to the source of the loss or the source of the realization of the benefit. The Group has accounted for any
tax benefits arising from tax losses from discontinued activities in continuing operations since these tax
losses will be used by future benefits from continuing operations.

(€ in millions) 2017 2016*
Current income tax
France 3 -
Foreign (15) (15)
Total current income tax (12) (15)
Deferred income tax
France (113) (59)
Foreign 13 44
Total deferred income tax (100) (15)
Income tax on continuing operations (112) (30)

(*) 2016 amounts are re-presented to reflect the impacts of Discontinued Operations (see Note 12)

In 2017 and 2016, the current income tax charge was mainly attributable to current taxes due in France,
India, Canada, Australia and Poland.

In France, the current income tax reflects income taxes payable due to the limitation of the usage of tax
losses carried forward, withholding taxes on income earned by our licensing activities and the local tax
“CVAE".

Please see section 6.2.1 for detail on the variation of deferred taxes.
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6.1.2. Group tax proof

The following table shows reconciliation of the expected tax expense — using the French corporate tax rate
of 39% — and the reported tax expense. Following the renewal in 2017 of the extraordinary contribution of
15% due by companies with revenues over €1 billion, the applicable French corporate tax rate of the Group
is increased from 34% to 39%. The reconciling items are described below:

(€ in millions) 2017 2016*
Profit (loss) from continuing operations (219) (106)
Income tax (112) (30)
Share of profit (loss) from associates - 2
Pre-tax accounting income on continuing operations (107) (30)
39% 34%
Expected tax expense 42 28
Effect of unused tax losses and tax offsets not recognized 86 61
as deferred tax assets (61)
Effect of different tax rates applied @ 20 5
Effect of change in applicable tax rate @ (270) Q)
Effect of permanent differences 10 -
Withholding taxes not recovered 1) Q)
Other® - -
Effective tax expense on continuing operations (112) (30)
Effective Tax Rate on continuing operations N/R®) N/R®)

(*) 2016 amounts are re-presented to reflect the impacts of Discontinued Operations (see Note 12)

(1) In 2017, mainly due to:
- the depreciation of deferred tax assets in France for €113 million mainly due to change in the projections of our Licensing
activities following the announcement of the disposal of Patent Licensing business;
- the reversal of the United States depreciation for €270 million as a result of the change in the tax rate from 35% to 21%
following the recent enacted U.S. tax reform;
- the depreciation of losses carry forward generated in France.

In 2016, it was mainly related to the depreciation of deferred tax assets in France.
(2) In 2017, the amounts include mainly impact of the change in the U.S tax rate from 35% to 21%.

(3) Non-relevant.

6.2. Tax position in the statement of financial position

Deferred taxes result from:

- Temporary differences arising from differences between the tax bases of assets and liabilities and their
carrying amounts in the Group consolidated balance sheets; and

- The carry forward of unused tax losses and tax credits.

Deferred taxes for all temporary differences are calculated for each taxable entity (or group of entities) using
the balance sheet liability method.

All deferred tax liabilities are recorded except:

- When the deferred tax liability results from the initial recognition of goodwill, or from the initial recognition
of an asset or a liability in a transaction which is not a business combination and, at the trade date, affects
neither the net income nor the taxable income or loss; and

- For taxable temporary differences associated with investments in subsidiaries, associates and interests
in joint ventures, when the Group is able to control the timing of the reversal of the temporary differences
and when it is probable that these temporary differences will not reverse in the foreseeable future.
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Deferred tax assets are recorded:

- For all deductible temporary differences, to the extent that it is probable that future taxable income will
be available against which these temporary differences can be utilized, except when the related deferred
tax asset results from the initial recognition of an asset or a liability in a transaction which is not a business
combination and, at the trade date, affects neither the net income nor the taxable income or loss; and

- For the carry forward of unused tax losses and unused tax credits, to the extent that it is probable that
future taxable income will be available against which the unused tax losses and credits can be utilized.

The recoverable amount of the deferred tax assets is reviewed at each balance sheet date and adjusted to
take into account the level of taxable profit available to allow the benefit of part or all of the deferred tax
assets to be utilized.

Deferred tax assets and liabilities are valued using the tax rates that are expected to apply to the period
when the asset is realized or the liability is settled, based on tax rates (and tax laws) that have been enacted
or substantively enacted by the balance sheet date. Deferred taxes are classified as non-current assets
and liabilities.

Accounting estimates and judgments

Management judgment is required to determine the Group’s deferred tax assets and liabilities. When a
specific subsidiary has a history of recent losses, future positive taxable income is assumed improbable,
unless the asset recognition can be supported for reasons such as

- the losses having resulted from exceptional circumstances which are not expected to re-occur in the
near future, and/or

- the expecta