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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)

CONNECTED TRANSACTION
SUBSCRIPTION OF NEW 

CHIPADVANCED TECHNOLOGY SHARES

On 14 December 2016 (after trading hours), Huada Electronics (as subscriber), a wholly-

owned subsidiary of the Company, entered into the Subscription Agreement with 

Chipadvanced Technology (as the issuer), pursuant to which Chipadvanced Technology 

has conditionally agreed to allot and issue, and Huada Electronics has conditionally agreed 

to subscribe in cash, the Subscription Shares, at the Subscription Price of RMB4.00 per 

Subscription Share (subject to adjustment).

The transaction contemplated under the Subscription Agreement constitutes a connected 

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

the reporting and announcement requirements, but is exempt from the circular and the 

independent shareholders’ approval requirements under Chapter 14A of the Listing Rules.

On 14 December 2016 (after trading hours), Huada Electronics (as subscriber), a wholly-

owned subsidiary of the Company, entered into the Subscription Agreement with 

Chipadvanced Technology (as issuer). On the other hand, Chipadvanced Technology (as 

issuer) also entered into the Other Subscription Agreements with the Other Shareholders (as 

subscribers).

* For identification purpose only
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SUBSCRIPTION AGREEMENT

Set out below are the principal terms of the Subscription Agreement:

Date: 14 December 2016 (after trading hours)

Parties: (1) Huada Electronics (as subscriber)

(2) Chipadvanced Technology (as issuer)

Subscription Shares

Pursuant to the Subscription Agreement, Chipadvanced Technology has conditionally agreed 

to allot and issue, and Huada Electronics has conditionally agreed to subscribe in cash, the 

Subscription Shares, at the Subscription Price of RMB4.00 per Subscription Share (subject to 

adjustment).

Subscription Price

The Subscription Shares shall be issued and allotted to Huada Electronics at the Subscription 

Price of RMB4.00 per Subscription Share. The Subscription Price is subject to adjustment 

during the approval and filing process by the relevant department for the supervision and 

administration of state-owned assets but in any event shall not be higher than RMB4.00 per 

Subscription Share. The subscription price for new Chipadvanced Technology Shares shall be 

the same under the Subscription Agreement and the Other Subscription Agreements.

The Subscription Price was arrived at after arm’s length negotiations between Huada 

Electronics and Chipadvanced Technology with reference to (i) the potential benefits to 

the Group after Completion, (ii) the financial performance and the business outlook of 

Chipadvanced Technology,  and (iii) the appraised value of shareholders’ equity interest of 

Chipadvanced Technology as at the Measurement Date pursuant to a valuation report prepared 

by an independent valuer.

Upon the fulfillment of all the conditions precedent as set out below, the subscription 

monies for the Subscription Shares will be paid into the nominated account of Chipadvanced 

Technology on a date determined by Chipadvanced Technology. The subscription monies will 

be funded by internal resources of the Group.
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Conditions precedent

The Subscription Agreement shall become effective upon the fulfillment of all the following 

conditions precedent:

(a) the parties having obtained approval in respect of the Subscription from their respective 

board of directors and/or shareholders;

(b) the Subscription having been approved by the relevant department for the supervision 

and administration of state-owned assets and the filings for the evaluation of state-owned 

assets having been completed with all other necessary pre-examinations, pre-approvals 

or filing procedures having been completed in connection with the Subscription in the 

PRC; and

(c) the Subscription Agreement having been duly executed by both parties.

Completion

The Subscription Completion and the Other Subscriptions Completion shall take place 

simultaneously. The Subscription Completion shall take place upon the fulfillment of all the 

conditions precedent of the Subscription Agreement, and subject to Huada Electronics having 

paid the subscription monies for the Subscription Shares in the stipulated manner or at such 

other time or date as the parties may agree.

Upon the Completion, Chipadvanced Technology shall be held as to 46.60%, 25.89%, 

10.36% and 17.15% by China Huada, Beijing Auto-Testing Institute, Huada Electronics, and 

employees and other shareholders of Chipadvanced Technology, respectively.

INFORMATION ON CHIPADVANCED TECHNOLOGY

Chipadvanced Technology is a joint stock company established under the laws of the 

PRC with limited liability, which is principally engaged in the provision of integrated 

circuit testing services. Since 2011, Chipadvanced Technology Shares have been traded 

on the National Equities Exchange and Quotations (Stock Code: 430094). As at the date 

of this announcement, Chipadvanced Technology is held as to 45%, 25%, 10% and 20% 

by China Huada, Beijing Auto-Testing Institute, Huada Electronics, and employees and 

other shareholders of Chipadvanced Technology, respectively. To the best of the Directors’ 

knowledge, information and belief having made all reasonable enquiries, Beijing Auto-

Testing Institute, and employees and other shareholders of Chipadvanced Technology and 

their ultimate beneficial owners are third parties independent of and not connected with the 

Company and its connected persons.



4

 

Based on the financial information of Chipadvanced Technology prepared in accordance with 

generally accepted accounting principles of the PRC, the unaudited total assets and net asset 

of Chipadvanced Technology as at 30 June 2016 was RMB119,858,000 and RMB58,510,000, 

respectively. Set out below are the net profit before and after taxation of Chipadvanced 

Technology for the two financial years ended 31 December 2015 as extracted from the annual 

reports of Chipadvanced Technology:

For the 

year ended 

31 December 

2015

For the 

year ended 

31 December 

2014

RMB’000 RMB’000

(audited) (audited)

Net profit before taxation 2,751 6,165

Net profit after taxation 2,323 5,193

REASONS FOR AND BENEFITS OF THE SUBSCRIPTION

Chipadvanced Technology has been a professional integrated circuit testing service provider 

for over ten years and is one of the service providers to the Group. The Subscription is part 

of the fundraising initiative on the part of Chipadvanced Technology for the improvement of 

technical competence and expansion of integrated circuit testing capacity.

The Board believes that committing to the Subscription is in-line with the development 

strategies of the Group and will bring long-term strategic benefits to the Group, including but 

not limited to:

(a) the Subscription will enable the Group to maintain its strategic influence in 

Chipadvanced Technology in ensuring the continuous provision of high-quality 

integrated circuit testing service to the Group; and

(b) the Subscription will enable the Group to be well-positioned to capitalise on the market 

opportunities created by the expansion of the integrated circuit industry in the PRC.

In view of the above, the Directors (including the independent non-executive Directors) 

consider that the transaction contemplated under the Subscription Agreement are conducted 

on normal commercial terms, and that the terms of the Subscription Agreement are fair and 

reasonable and in the interests of the Company and the Shareholders as a whole.
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LISTING RULES IMPLICATIONS

As at the date of this announcement, Huada Electronics is a wholly-owned subsidiary of the 

Company and Huada Semiconductor is interested in 59.42% of the issued share capital of the 

Company and indirectly holds 45% of the issued shares in Chipadvanced Technology through 

its wholly-owned subsidiary, China Huada. Huada Semiconductor is a controlling shareholder 

of the Company and is therefore a connected person of the Company. Chipadvanced 

Technology is an associate of Huada Semiconductor and is therefore a connected person of 

the Company. Accordingly, the transaction contemplated under the Subscription Agreement 

constitutes a connected transaction of the Company under Chapter 14A of the Listing Rules.

As one or more of the applicable percentage ratios (as defined under Rule 14.07 of the Listing 

Rules) in respect of the transaction contemplated under the Subscription Agreement exceed(s) 

0.1%, but are all less than 5%, the Subscription Agreement and the transaction contemplated 

thereunder is subject to the reporting and announcement requirements, but is exempt from the 

circular and the independent shareholders’ approval requirements under Chapter 14A of the 

Listing Rules.

None of the Directors has a material interest in the Subscription Agreement and the 

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

voting on the relevant Board resolutions.

INFORMATION ON THE COMPANY AND HUADA ELECTRONICS

The Company is an investment holding company. The Group is principally engaged in the 

business of design and sale of integrated circuit chips.

Huada Electronics is a wholly-owned subsidiary of the Company and is principally engaged in 

the business of design and sale of integrated circuit chips.



6

 

DEFINITIONS

Unless the context otherwise requires, the terms used in this announcement shall have the 

following meanings:

“associate” has the meaning as ascribed to this term under the Listing 

Rules

“Beijing Auto-Testing 

Institute”

Beijing Auto-Testing Technology Institute*, a state-owned 

enterprise established under the laws of the PRC

“Board” the board of Directors

“China Huada” China Integrated Circuit Design Corp., Ltd*, a company 

established under the laws of the PRC and a wholly-owned 

subsidiary of Huada Semiconductor

“Chipadvanced 

Technology”

Beijing Chipadvanced Technology Inc.*, a joint stock 

company established under the laws of the PRC with limited 

liability

“Chipadvanced 

Technology Share(s)”

share(s) in Chipadvanced Technology of RMB1.00 each

“Company” China Electronics Corporation Holdings Company Limited, 

a company incorporated in the Cayman Islands and 

continued in Bermuda with limited liability

“Completion” together, the Subscription Completion and the Other 

Subscriptions Completion

“connected person(s)” has the meaning as ascribed to this term under the Listing 

Rules

“controlling shareholder” has the meaning as ascribed to this term under the Listing 

Rules
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“Director(s)” the director(s) of the Company

“Group” the Company and its subsidiaries

“Hong Kong” the Hong Kong Special Administrative Region of the PRC

“Huada Electronics” CEC Huada Electronic Design Co., Ltd*, a company 

established under the laws of the PRC and a wholly-owned 

subsidiary of the Company

“Huada Semiconductor” Huada Semiconductor Co., Ltd*, a company established 

under the laws of the PRC and the immediate controlling 

shareholder of the Company

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

Exchange of Hong Kong Limited

“Measurement Date” 31 December 2015

“Other Shareholders” being certain shareholders of Chipadvanced Technology 

other than Huada Electronics

“Other Subscription 

Agreements”

the separate subscription agreements entered into between 

Chipadvanced Technology and the Other Shareholders

“Other Subscriptions” the subscription for new Chipadvanced Technology Shares 

in cash and at RMB4.00 per new Chipadvanced Technology 

Share (subject to adjustment) by the Other Shareholders 

pursuant to the terms of the Other Subscription Agreements

“Other Subscriptions 

Completion”

the completion of the Other Subscriptions

“PRC” the People’s Republic of China



8

 

“RMB” Renminbi, the lawful currency of the PRC

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

“Subscription” the subscription for the Subscription Shares by Huada 

Electronics pursuant to the terms of the Subscription 

Agreement

“Subscription Agreement” the subscription agreement dated 14 December 2016 

entered into between Chipadvanced Technology and Huada 

Electronics

“Subscription Completion” the completion of the Subscription

“Subscription Price” RMB4.00 per Subscription Share (subject to adjustment)

“Subscription Shares” 1,125,000 new Chipadvanced Technology Shares to be 

subscribed for by Huada Electronics pursuant to the terms of 

the Subscription Agreement and each a “Subscription Share”

“%” per cent.

By Order of the Board

China Electronics Corporation Holdings Company Limited

Dong Haoran

Chairman

Hong Kong, 14 December 2016

As at the date of this announcement, the Board comprises two non-executive Directors, 

namely Mr. Dong Haoran (Chairman) and Mr. Jiang Juncheng, two executive Directors, 

namely Mr. Ma Yuchuan (Deputy Chairman) and Mr. Liu Hongzhou (Managing Director), 

and three independent non-executive Directors, namely Mr. Chan Kay Cheung, Mr. Qiu 

Hongsheng and Mr. Chow Chan Lum.
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