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Hong Kong Exchanges and Clearing Limited and The Stock Exchange of Hong Kong Limited 

take no responsibility for the contents of this announcement, make no representation as to 

its accuracy or completeness and expressly disclaim any liability whatsoever for any loss 

howsoever arising from or in reliance upon the whole or any part of the contents of this 

announcement.

CHINA ELECTRONICS CORPORATION HOLDINGS COMPANY LIMITED
中國電子集團控股有限公司 *

(Incorporated in the Cayman Islands and continued in Bermuda with limited liability)

(Stock Code: 00085)

MAJOR TRANSACTION AND CONNECTED TRANSACTION
IN RELATION TO THE ACQUISITION OF 

THE PROPERTY TRANSFER RIGHT

The Board is pleased to announce that on 1 November 2013 (after trading hours), Huada 

Electronics, a wholly-owned subsidiary of the Company, and CEC Research Institute 

entered into the Transfer Agreement pursuant to which Huada Electronics has conditionally 

agreed to acquire and CEC Research Institute has conditionally agreed to sell the Property 

Transfer Right. The consideration for the acquisition of the Property Transfer Right consists 

of (i) the Basic Consideration in the sum of RMB296,374,000; and (ii) the Additional 

Consideration representing the difference between the Basic Consideration and the total 

construction cost of the Property.

CEC, which is interested in approximately 71.30% of the issued share capital of the 

Company as at the date of this announcement, is the ultimate controlling shareholder of the 

Company and hence a connected person of the Company. CEC Research Institute, being a 

wholly-owned subsidiary of CEC, is also a connected person of the Company. The Transfer 

Agreement and the transaction contemplated thereunder constitutes a connected transaction 

of the Company under Chapter 14A of the Listing Rules.

 

* For identification purpose only

 



2

 

 As one or more of the applicable percentage ratios referred to in Chapters 14 and 14A of 

the Listing Rules for the Transfer Agreement and the transaction contemplated thereunder 

exceed 25% but all of which are less than 100%, the Transfer Agreement and the transaction 

contemplated thereunder constitutes a major transaction and connected transaction of the 

Company under Chapter 14 and 14A of the Listing Rules respectively and is subject to 

requirements for reporting, announcement and independent shareholders’ approval.

None of the Directors have a material interest in the Transfer Agreement and the transaction 

contemplated thereunder. Accordingly, no Director was required to abstain from voting on 

the board resolution in respect thereof.

The SGM will be convened to consider and, if thought fit, to approve the Transfer 

Agreement and the transaction contemplated thereunder. The vote of the Independent 

Shareholders at the SGM shall be taken by poll and CEC and its associates shall abstain 

from voting in respect of such ordinary resolution.

A circular containing, among other things, information on the Transfer Agreement and the 

transaction contemplated thereunder, the letter of advice from the independent financial 

adviser to the Independent Board Committee and the Independent Shareholders, the 

recommendation from the Independent Board Committee together with the notice of SGM 

will be published and issued by the Company and despatched to the Shareholders. In order 

to allow sufficient time for the Company to compile relevant information for the circular, 

the Company proposes to despatch the circular on or before 31 December 2013.

THE TRANSFER AGREEMENT

Date: 1 November 2013

Purchaser: Huada Electronics

Vendor: CEC Research Institute

Acquisition of the Property Transfer Right

Pursuant to the Transfer Agreement, Huada Electronics has conditionally agreed to acquire 

and CEC Research Institute has conditionally agreed to sell the Property Transfer Right, 

pursuant to which Huada Electronics shall be entitled to require CEC Research Institute 

to transfer the legal title of the Property free from any encumbrances and debts to Huada 

Electronics subject to the terms and conditions of the Transfer Agreement.

 



3

 

Information of the Property

CEC Research Institute has obtained the approval of the PRC government concerned to carry 

out the Project. The Project is designated for education and scientific research facilities 

uses, which is located in the southern area of Future and Science Technology City, Beiqijia, 

Changping District, Beijing, the PRC. The Project occupies a site area of approximately 351 

mu (being approximately 234,000 square meters). The Project is divided into two phases of 

construction. The total gross floor area of phase one of the Project is approximately 160,367 

square meters and comprises of four 6-storey blocks (Block A, B, C and D) plus two levels of 

basement. It has a planned total gross floor area of approximately 99,867 square meters above 

ground and underground area of approximately 60,500 square meters.

The Property will comprise all the 6-storey of Block C of phase one of the Project, with a 

total gross floor area of approximately 22,798 square meters, and 118 car-parking spaces on 

basement one of Block C.

The building in which the Property located has been structurally completed, which satisfies 

the conditions for entry to the Property to carry out secondary interior refined decoration. 

CEC Research Institute guarantees that, on or before 31 December 2013, all municipal 

infrastructure facilities of the Property will be completed.

As advised by the Company’s PRC legal adviser:

(1) the terms and conditions of the Transfer Agreement comply with the PRC laws, which 

will not result in the Transfer Agreement becoming not effective; and

(2) CEC Research Institute and Beijing Land Bureau have entered into a land use right 

transfer contract, pursuant to which CEC Research Institute shall own the land use 

right of the Project and shall be entitled to allow Huada Electronics to use the Property 

including the land occupied by the Property subject to the provisions of the relevant PRC 

laws and regulations. CEC Research Institute will be able to transfer the legal title of 

the Property to Huada Electronics upon the issue of the relevant certificates by the PRC 

government.
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Consideration

The consideration for the acquisition of the Property Transfer Right shall be determined as 

follows:

(i) Basic Consideration

The Basic Consideration shall be satisfied by Huada Electronics in cash in the following 

manner:

(1) a deposit of RMB50,000,000, payable within five business days of the signing of 

the Transfer Agreement;

(2) 50% of the balance of the Basic Consideration after deducting the deposit, payable 

within five business days upon the Effective Date of the Transfer Agreement; and

(3) the balance of the Basic Consideration, payable within one month upon the 

Effective Date of the Transfer Agreement.

(ii) Additional Consideration 

Within one month of the finalisation of the total construction cost of the Property, CEC 

Research Institute and Huada Electronics will settle the Additional Consideration in cash 

as follows:

(1) if the total construction cost of the Property is less than the Basic Consideration, 

CEC Research Institute shall refund the difference to Huada Electronics; or

(2) if the total construction cost of the Property is higher than the Basic Consideration 

but lower than 110% of the Basic Consideration, Huada Electronics shall pay the 

difference to CEC Research Institute; or
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(3) if the total construction cost of the Property is higher than 110% of the Basic 

Consideration, Huada Electronics shall be entitled to terminate the Transfer 

Agreement. CEC Research Institute unconditionally undertakes and agrees to fully 

refund the Basic Consideration, together with the interest calculated in accordance 

with the prevailing benchmark deposit rate of Renminbi, to Huada Electronics, 

whereas Huada Electronics shall also pay a rental calculated at RMB78 per 

square meter per month, for using the Property during the relevant period, to CEC 

Research Institute.

The Consideration was determined after arm’s length negotiations between CEC Research 

Institute and Huada Electronics. The Company expected that the Consideration to be paid by 

Huada Electronics will be satisfied in cash from internal resources and borrowing facilities 

of the Group. To the best of the Directors’ knowledge, information and belief having made 

all reasonable enquiry, the cost incurred by CEC Research Institute in respect of the Property 

shall be at approximately RMB13,000 per square meter, subject to the finalisation of the 

total construction cost. Save and except disclosed in this announcement, there is no other 

significant cost in relation to the construction of the Property incurred by CEC Research 

Institute.

An independent property valuer appointed by the Group has preliminary estimated the 

market value of the Property at RMB375,300,000 as at 31 October 2013. The Consideration 

represents a minimum discount of 13% (assuming the Additional Consideration reaches its 

maximum and equal to 10% of the Basic Consideration) to the preliminary estimated market 

value of the Property as at 31 October 2013.

Conditions precedent

The Transfer Agreement shall take effect upon the following:

(i) the Transfer Agreement having been signed by the legal representative or authorised 

representative of CEC Research Institute and of Huada Electronics;

(ii) CEC Research Institute and Huada Electronics having obtained all necessary internal 

authorisations, consents and approvals in writing in relation to the Transfer Agreement;

(iii) the Transfer Agreement having obtained approvals from the Independent Shareholders at 

the SGM; and
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(iv) the Transfer Agreement having completed other necessary approval or filing procedures 

in the PRC.

In the event that the approval from the Independent Shareholders for the Transfer Agreement 

is not obtained, CEC Research Institute will refund the deposit of RMB50,000,000 to Huada 

Electronics in order to avoid a provision of financial assistance by the Group under the Listing 

Rules.

Completion

Completion shall be taken place within one month upon the Effective Date of the Transfer 

Agreement. Upon Completion, CEC Research Institute shall grant the Property Transfer Right 

to Huada Electronics. The rights for usage and income of the Property shall be transferred 

from CEC Research Institute to Huada Electronics subject to the terms and conditions set 

out in the Transfer Agreement. Huada Electronics shall be entitled to exercise the Property 

Transfer Right to require CEC Research Institute to transfer the legal title of the Property free 

from any encumbrances and debts to Huada Electronics subject to the terms and conditions of 

the Transfer Agreement.

Undertaking given by CEC Research Institute

As Huada Electronics has paid the deposit to CEC Research Institute and will further settle 

the balance of the Consideration pursuant to the Transfer Agreement to acquire the Property 

Transfer Right, CEC Research Institute unconditionally undertakes and agrees that in the 

event that CEC Research Institute is not able to transfer the legal title of the Property free 

from any encumbrances and debts to Huada Electronics within two years upon the Effective 

Date of the Transfer Agreement, CEC Research Institute shall fully refund the Consideration, 

together with the interest calculated in accordance with the prevailing benchmark deposit 

rate of Renminbi, to Huada Electronics, whereas Huada Electronics shall also pay a rental 

calculated at RMB78 per square meter per month, for using the Property during the relevant 

period, to CEC Research Institute.
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REASONS FOR AND BENEFITS OF THE PROPOSED TRANSACTION

With a rise of rents year on year in the property market of the PRC, in order to control the 

operating costs and enhance its business of integrated circuit design and development, Huada 

Electronics aims to have its own premises for the purposes of scientific research and office in 

long-term.

None of the Directors have a material interest in the Transfer Agreement and the transaction 

contemplated thereunder. Accordingly, no Director was required to abstain from voting on the 

board resolution in respect thereof.

The Board believes the Transfer Agreement, are in line with the development strategies of the 

Group, and will bring long-term and strategic benefits to the Group.

The Directors (other than the independent non-executive Directors who will express their 

views after considering the advice of the independent financial adviser) are of the view 

that the terms of the Transfer Agreement are fair and reasonable and in the interests of the 

Company and the Shareholders as a whole.

LISTING RULES IMPLICATIONS

CEC, which is interested in approximately 71.30% of the issued share capital of the Company 

as at the date of this announcement, is the ultimate controlling shareholder of the Company 

and hence a connected person of the Company. CEC Research Institute, being a wholly-owned 

subsidiary of CEC, is also a connected person of the Company. The Transfer Agreement and 

the transaction contemplated thereunder constitutes a connected transaction of the Company 

under Chapter 14A of the Listing Rules.

As one or more of the applicable percentage ratios referred to in Chapters 14 and 14A of 

the Listing Rules for the Transfer Agreement and the transaction contemplated thereunder 

exceed 25% but all of which are less than 100%, the Transfer Agreement and the transaction 

contemplated thereunder constitutes a major transaction and connected transaction of the 

Company under Chapter 14 and 14A of the Listing Rules respectively and is subject to 

requirements for reporting, announcement and independent shareholders’ approval.
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SGM

The SGM will be convened to consider and, if thought fit, to approve the Transfer Agreement 

and the transaction contemplated thereunder. The vote of the Independent Shareholders at the 

SGM shall be taken by poll and CEC and its associates shall abstain from voting in respect of 

such ordinary resolution.

DESPATCH OF CIRCULAR

A circular containing, among other things, information on the Transfer Agreement and the 

transaction contemplated thereunder, the letter of advice from the independent financial 

adviser to the Independent Board Committee and the Independent Shareholders, the 

recommendation from the Independent Board Committee together with the notice of SGM will 

be published and issued by the Company and despatched to the Shareholders. In order to allow 

sufficient time for the Company to compile relevant information for the circular, the Company 

proposes to despatch the circular on or before 31 December 2013.

GENERAL INFORMATION

The Company is an investment holding company. Huada Electronics is a company established 

under the laws of the PRC and a wholly-owned subsidiary of the Company. Huada Electronics  

primarily engaged in the design, research and development and sales of integrated circuits.

CEC is a state-owned enterprise established under the laws of the PRC. Established in 1989 

with the approval of the State Council of the PRC, CEC is a nationwide electronics and 

information technology conglomerate directly administered by the PRC government. CEC 

actively focuses on communications, consumer electronics, semi-conductor and software 

sectors in the PRC.

CEC Research Institute is a company established under the laws of the PRC and a wholly-

owned subsidiary of CEC. CEC Research Institute primarily engaged in the promotion 

of electronic information security technology, general construction contracting, software 

development and sale of electronic products.
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DEFINITIONS

In this announcement, unless the context otherwise requires, the following expressions shall 

have the following meanings:

“Additional Consideration” the difference between the Basic Consideration and the total 

construction cost of the Property

“associates” has the meaning ascribed to this term under the Listing 

Rules

“Basic Consideration” a basic consideration in the sum of RMB296,374,000 

payable by Huada Electronics to CEC Research Institute for 

the acquisition of the Property Transfer Right

“Beijing Land Bureau” Beijing Municipal Bureau of Land and Resources, the PRC

（中華人民共和國北京市國土資源局）

“Board” the board of Directors

“CEC” China Electronics Corporation Limited（中國電子信息產業
集團有限公司）, a state-owned enterprise established under 

the laws of the PRC, the Company’s ultimate controlling 

shareholder

“CEC Research Institute” CEC Information Technology Research Institute Co., Ltd

（中電信息技術研究院有限公司）, a company established 

under the laws of the PRC, which is a wholly-owned 

subsidiary of CEC

“Company” China Electronics Corporation Holdings Company Limited
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“Completion” the completion of the Transfer Agreement, pursuant to which 

CEC Research Institute shall grant the Property Transfer 

Right to Huada Electronics within one month upon the 

Effective Date of the Transfer Agreement

“connected person” has the meaning ascribed to this term under the Listing 

Rules

“Consideration” consists of (i) the Basic Consideration and (ii) the Additional 

Consideration, being the consideration payable by Huada 

Electronics to CEC Research Institute for the acquisition of 

the Property Transfer Right

“Directors” the directors of the Company

“Effective Date” the date on which all the conditions precedent of the 

Transfer Agreement have been satisfied

“Group” the Company and its subsidiaries

“Huada Electronics” CEC Huada Electronic Design Co., Ltd（北京中電華大電
子設計有限責任公司）, a company established under the 

laws of the PRC, which is a wholly-owned subsidiary of the 

Company

“Independent Board 

Committee”

the committee of Directors consisting of Mr. Chan Kay 

Cheung, Mr. Qiu Hongsheng and Mr. Yin Yongli, being 

all independent non-executive Directors, formed to advise 

the Independent Shareholders in respect of the Transfer 

Agreement

“Independent 

Shareholders”

shareholders of the Company other than CEC and its 

associates



11

 

“Listing Rules” the Rules Governing the Listing of Securities on The Stock 

Exchange of Hong Kong Limited

“PRC” the People’s Republic of China

“Project” the project titled “The China Electronics Information 

Security Technology Research Institute”（“中國電子信息安
全技術研究院”）for constructing various offices complexes 

in the southern area of Future and Science Technology City

“Property” all the 6-storey and 118 car-parking spaces on basement one 

of Block C of phase one of the Project, which is located in 

the southern area of Future and Science Technology City, 

Beiqijia, Changping District, Beijing, the PRC

“Property Transfer Right” the property transfer right to be granted by CEC Research 

Institute to Huada Electronics, which Huada Electronics 

shall be entitled to require CEC Research Institute to transfer 

the legal title of the Property free from any encumbrances 

and debts to Huada Electronics, subject to the terms and 

conditions of the Transfer Agreement

“RMB” Renminbi, the lawful currency of the PRC

“SGM” the special general meeting of the Company to be convened 

to consider and, if thought fit, to approve the Transfer 

Agreement and the transaction contemplated thereunder

“Shareholder(s)” shareholder(s) of the Company



12

 

“Transfer Agreement” the conditional agreement dated 1 November 2013 entered 

into between Huada Electronics and CEC Research Institute 

relating to the acquisition of the Property Transfer Right

“%” per cent.

For ease of reference only, the names of the Project and PRC established companies and 

entities have been included in this announcement in both Chinese and English and the English 

names of the Project, companies and entities are either English translations of their respective 

official Chinese names or English trade names used by them. In the event of any inconsistency 

between the English names and their respective Chinese names, the Chinese names shall 

prevail.

By Order of the Board

China Electronics Corporation Holdings Company Limited

Rui Xiaowu

Chairman

Hong Kong, 1 November 2013

As at the date of this announcement, the Board comprises one Non-executive Director, namely 

Mr. Rui Xiaowu (Chairman), three Executive Directors, namely Mr. Xie Qinghua (Managing 

Director), Mr. Liu Hongzhou (Vice Chairman) and Mr. Liu Jinping, and three Independent 

Non-executive Directors, namely Mr. Chan Kay Cheung, Mr. Qiu Hongsheng and Mr. Yin 

Yongli.
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