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CONNECTED TRANSACTION
CONSTRUCTION AGREEMENT
FOR THE WC ENGINEERING

The Board announces that on 30 December 2014 Huada Electronics, a wholly-owned
subsidiary of the Company, entered into the Construction Agreement with CS Info, pursuant
to which Huada Electronics has appointed CS Info to undertake the WC Engineering at the
contract price of RMB17,540,000.

CS Info is a subsidiary of CEC and CEC is the ultimate controlling shareholder of the
Company. Accordingly, CS Info is a connected person of the Company and the transaction
contemplated under the Construction Agreement constitutes a connected transaction of the
Company under the Listing Rules. As the applicable percentage ratios in relation to the
Construction Agreement are more than 0.1% but less than 5%, pursuant to Rule 14A.76
of the Listing Rules, the Company shall comply with the reporting and announcement

requirements but the Construction Agreement is exempt from the circular (including

independent financial advice) and shareholders’ approval requirements.

*  For identification purpose only



BACKGROUND

Reference is made to the Company’s announcement dated 1 November 2013 in relation to,
among others, the background and details of the acquisition by Huada Electronics of the
property transfer right relating to the Property. The Property comprises all the 6-storey of
Block C with a total gross floor area of approximately 22,798 square meters and 118 car-
parking spaces on the basement one of Block C. The construction of the Property was
completed in September 2014 and Huada Electronics will need to carry out electrical
installation and interior decoration thereon before it can use the Property for its operation. On
30 December 2014, Huada Electronics entered into the Construction Agreement with CS Info

to appoint CS Info as the contractor of the WC Engineering.
CONSTRUCTION AGREEMENT

The principal terms of the Construction Agreement are set out as follows:

Date: 30 December 2014
Parties: (1) Huada Electronics
(2) CS Info

Pursuant to the Construction Agreement, Huada Electronics has appointed CS Info to
undertake the WC Engineering, which includes but is not limited to the construction
and installation of the building control system, monitoring and security system and
telecommunication network of the Property. The construction is scheduled to commence from
31 December 2014 and ending on 20 May 2015 and the contract price is RMB17,540,000.

An initial prepayment of RMB3,996,083 shall be payable by Huada Electronics within 7
business days on signing of the Construction Agreement. Progress payment shall then be
payable on a monthly basis with reference to the actual progress of the WC Engineering in
that particular month, until the cumulative payments amounts to RMB14,032,000 (i.e. 80%
of the contract price, inclusive of the initial prepayment of RMB3,996,083). Within one
month upon completion and acceptance of the WC Engineering, an amount of RMB2,631,000
(i.e. 15% of the contract price) shall be payable by Huada Electronics. Within one month upon
the expiry of the defect liability period, Huada Electronics shall settle the remaining balance
of the contract price (after deducting all the claims that CS Info is liable for) in one lump sum
to CS Info.



The contract price is subject to upward or downward adjustment in accordance with the
final approved plan of the WC Engineering to be undertaken, but will not be adjusted due
to factors such as fluctuations in materials prices, extra costs brought about by changes in
policy, or any change in the scope of the WC Engineering by reasons attributable to CS Info.
Any adjustments to the contract price shall be confirmed by the parties to the Construction
Agreement in writing. In general, it is estimated that the maximum upward or downward
adjustment amount would not exceed 25% of the contract price, i.e. RMB4,385,000. As of
the date of this announcement, the Board is not aware of any matter which would result in
any material adjustments to the contract price of RMB17,540,000. In the event that upward
adjustment to the aforesaid contract price would cause any of the applicable percentage ratios
(as defined under the Listing Rules) to reach or exceed 5%, the Company will comply with the

requirements under the Listing Rules as and when appropriate.

A bank guarantee letter of the amount of RMB3,996,083 has been provided by CS Info to

Huada Electronics to secure the performance of the Construction Agreement by CS Info.

The defect liability period of the WC Engineering is 24 months commencing from the date
of the completion and acceptance of the WC Engineering. CS Info will be responsible for

repairing any defects in respect of the WC Engineering during the defect liability period.

The consideration payable by Huada Electronics under the Construction Agreement would be

financed from its internal resources.

The contract price is determined through a public tender process in which Huada Electronics
accepted the lowest bid among the bids submitted. The contractor (i.e. CS Info) was selected
and assessed by an evaluation committee consisting of 5 members, of which 4 members were
experts of the relevant industry. The members of the evaluation committee were not close
relatives of the principal handling officer(s) of Huada Electronics or the bidding parties, and

they did not have any material interests in the outcome of the tender process.

In selecting the contractor for the WC Engineering, consideration has been given not only to
the price quoted in the bids submitted but also the service proposed to be rendered in respect
of the WC Engineering, experience, qualifications, reputation of the bidding parties and other
factors as per the evaluation procedures in the bidding documents. CS Info was selected

because it obtained the highest score in the overall assessment.



The Board (including the independent non-executive Directors) is of the view that the
transaction contemplated under the Construction Agreement is in the ordinary and usual
course of business of the Group, on normal commercial terms, the terms contained therein are

fair and reasonable, and are in the interests of the Company and its shareholders as a whole.

REASONS FOR AND BENEFITS OF ENTERING INTO THE
CONSTRUCTION AGREEMENT

The Board considers that CS Info possesses the relevant experience and qualifications to
undertake the WC Engineering to a standard required by the Group. In addition, among the
bids submitted, CS Info was confirmed to be the successful bidder of the WC Engineering, the
contract price being RMB17,540,000. Such price quoted is the lowest bidding price among all
the bidding parties.

GENERAL INFORMATION
(a) Information on the Group

The Group is principally engaged in the design and sales of integrated circuits chips, and
the development and management of electronic information technology industrial parks.
Huada Electronics is principally engaged in the design and sales of integrated circuits

chips.
(b) Information on CS Info

CS Info is principally engaged in software development and consultancy, provision of
technological service, system integration, and design and construction of intelligent
building projects.

LISTING RULES IMPLICATIONS

CS Info is a subsidiary of CEC and CEC is the ultimate controlling shareholder of the
Company. Accordingly, CS Info is a connected person of the Company and the transaction
contemplated under the Construction Agreement constitutes a connected transaction of the
Company under the Listing Rules. As the applicable percentage ratios in relation to the
Construction Agreement are more than 0.1% but less than 5%, pursuant to Rule 14A.76 of the
Listing Rules, the Company shall comply with the reporting and announcement requirements
but the Construction Agreement is exempt from the circular (including independent financial
advice) and shareholders’ approval requirements.



The Board has approved the Construction Agreement. No Director is materially interested in
the Construction Agreement and is required to abstain from voting on the Board resolution to
approve the Construction Agreement.

DEFINITIONS

In this announcement, unless the context otherwise requires, the following terms shall have
the following meaning:

“Board” board of Directors

“CEC” China Electronics Corporation Limited ( # 8 & 115 B &= 3%
L A BR/AF]) |, a state-owned enterprise established under
the laws of the PRC and the ultimate controlling shareholder
of the Company

“CS Info” CS&S Information System Engineering Co., Ltd ( k{5 5
RH TEARATA) , a company established under the laws
of the PRC, a subsidiary of CEC and a connected person of
the Company

“Company” China Electronics Corporation Holdings Company Limited

“connected person” has the meaning ascribed to it under the Listing Rules

“Construction the construction agreement regarding the WC Engineering
Agreement” entered into by Huada Electronics and CS Info on 30

December 2014

“Director(s)” director(s) of the Company
“Group” the Company and its subsidiaries
“Huada Electronics” CEC Huada Electronic Design Co., Ltd (Jbx 53 K% 1

Kat AR EALAF) |, a company established under the laws
of the PRC and a wholly-owned subsidiary of the Company

“Listing Rules” the Rules Governing the Listing of Securities on The Stock
Exchange of Hong Kong Limited



“PRC” the People’s Republic of China

“Property” all the 6-storey and 118 car-parking spaces on basement
one of Block C of phase one of The China Electronics
Information Security Technology Research Institute ( H'[ 7&
TEEZ 2 MM FFE) , which is located in the southern
area of Future and Science Technology City, Beiqijia,
Changping District, Beijing, the PRC

“RMB” Renminbi, the lawful currency of the PRC

“WC Engineering” weak current engineering work (55 % T.#£) of the Property,
please refer to the first paragraph of the section headed
“Construction Agreement” of this announcement for further
details

“%” per cent.

For ease of reference only, the names of PRC established companies and entities have been
included in this announcement in both Chinese and English and the English names of these
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, 30 December 2014

As at the date of this announcement, the Board comprises one Non-executive Director, namely
Mr. Rui Xiaowu (Chairman), three Executive Directors, namely Mr. Liu Hongzhou (Vice
Chairman), Mr. Xie Qinghua (Managing Director) and Mr. Liu Jinping, and two Independent
Non-executive Directors, namely Mr. Chan Kay Cheung and Mr. Qiu Hongsheng.
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