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(1) REVISION OF ANNUAL CAPS FOR
CONTINUING CONNECTED TRANSACTIONS; AND
(2) CONTINUING CONNECTED TRANSACTIONS

BACKGROUND

Reference is made to the 2014 Announcement, in relation to, among other things, the
Master Lease Agreement and the Master Property Management Agreement. Reference is
also made to the 2013 Announcement in relation to, among other things, the entering into
of the Transfer Agreement in respect of the acquisition of the Property Transfer Right. As
at the end of 2014, the acquisition of the Property Transfer Right had been completed and
the Property had been delivered to Huada Electronics. Completion of the interior decoration
of the Property is scheduled to take place in the second half of 2015, and thereafter, it is
expected that Huada Electronics will move into the Property and use part of the Property as

its office and research center.

*  For identification purposes only




REVISION OF ANNUAL CAPS FOR CONTINUING CONNECTED
TRANSACTIONS

In light of the delivery of the Property, and the Group’s intention to lease part of
the Property to the CEC Group, it is expected that the Original Rental Annual Caps
contemplated under the Master Lease Agreement in respect of each of the year ending 31
December 2015, 2016 and 2017 are no longer sufficient. On 18 May 2015, the Directors

resolved to revise the Original Rental Annual Caps.

In view of the delivery of the Property, and the expected increase in the transaction amounts
under the Master Property Management Agreement, it is expected that the Original Property
Management Fee Annual Caps contemplated under the Master Property Management
Agreement in respect of each of the year ending 31 December 2015, 2016 and 2017 are no
longer sufficient. On 18 May 2015, the Directors resolved to revise the Original Property

Management Fee Annual Caps.

CONTINUING CONNECTED TRANSACTIONS

Upon completion of the interior decoration of the Property, it is expected that Huada
Electronics will need to engage service provider to provide catering services and

transportation services for its staff.

On 18 May 2015, after arm’s length negotiations, the Catering Services Agreement and the
Transportation Services Agreement were entered into with a view to govern the terms of the
catering services to be provided by CEC Rida from 1 July 2015 to 31 December 2017 (both
days inclusive), and the terms of the transportation services to be provided by CEC Rida

from 1 July 2015 to 31 December 2017 (both days inclusive), respectively.




REVISION OF ANNUAL CAPS FOR CONTINUING CONNECTED
TRANSACTIONS

Background of the revision of the Original Rental Annual Caps

Reference is made to the 2014 Announcement, in relation to, among other things, the Master
Lease Agreement. Pursuant to the Master Lease Agreement, the Group shall from time to time

lease properties located within the PRC and owned by the Group to the CEC Group.

Reference is also made to the 2013 Announcement in relation to, among other things, the
entering into of the Transfer Agreement between Huada Electronics and CEC Research
Institute in respect of the acquisition of the Property Transfer Right. As at the end of 2014,
the acquisition of the Property Transfer Right had been completed and the Property had
been delivered to Huada Electronics. Completion of the interior decoration of the Property is
scheduled to take place in the second half of 2015 and thereafter, it is expected that Huada
Electronics will move into the Property and use part of the Property as its office and research
center. In light of the delivery of the Property, and the Group’s intention to lease part of the
Property to the CEC Group, it is expected that the Original Rental Annual Caps contemplated
under the Master Lease Agreement in respect of each of the year ending 31 December 2015,
2016 and 2017 are no longer sufficient. On 18 May 2015, the Directors resolved to revise the
Original Rental Annual Caps.

Revision of the Original Rental Annual Caps contemplated under the Master Lease
Agreement

The Original Rental Annual Caps for each of the year ending 31 December 2015, 2016 and
2017 are RMB6.0 million, RMB28.0 million and RMB47.0 million, respectively.

The Revised Rental Annual Caps for each of the year ending 31 December 2015, 2016 and
2017 are RMB12.0 million, RMB40.0 million and RMBS53.0 million, respectively. In arriving
at the Revised Rental Annual Caps, the Company has made reference to (1) the increase in the
projected transaction amounts of the leasing of premises within the industrial parks owned
by the Group based on the estimated completion time of various phases of development of
the industrial parks of the Group, taking into the account of the delivery of the Property; and
(ii) the current pricing for similar leasing of the Group’s properties or the prevailing market
pricing for similar leasing of comparable in location, area and permitted uses, assuming no
change in pricing during the term of the Master Lease Agreement.



Other than the revision of the Original Rental Annual Caps, the terms and conditions of
the Master Lease Agreement remain unchanged. The Directors confirm that the transaction
amounts under the Master Lease Agreement for the period from 1 January 2015 to 30 April
2015 has not exceeded the relevant Original Rental Annual Cap for the year ending 31
December 2015.

The Directors, including the independent non-executive Directors, are of the view that the
Master Lease Agreement had been conducted in the ordinary and usual course of business of
the Group, is on normal commercial terms and that the terms of the Master Lease Agreement
and the Revised Rental Annual Caps are fair and reasonable and in the interests of the
Company and its shareholders as a whole.

Background of the revision of the Original Property Management Fee Annual Caps

Reference is made to the 2014 Announcement in relation to, among other things, the Master
Property Management Agreement. Pursuant to the Master Property Management Agreement,
the CEC Rida Group shall from time to time provide property management services to the
Group, such as the day to day maintenance and management of the Designated Areas. As
set forth in the 2014 Announcement, the Original Property Management Fee Annual Caps
were determined based on, among other things, the anticipated demand for the property
management services by the Group based on the future development plan of the industrial
parks and the estimated completion time of the development of the Designated Areas. In
view of the delivery of the Property, and the expected increase in the transaction amounts
under the Master Property Management Agreement, it is expected that the Original Property
Management Fee Annual Caps contemplated under the Master Property Management
Agreement in respect of each of the year ending 31 December 2015, 2016 and 2017 are no
longer sufficient. On 18 May 2015, the Directors resolved to revise the Original Property

Management Fee Annual Caps.

Revision of the Original Property Management Fee Annual Caps contemplated under the
Master Property Management Agreement

The Original Property Management Fee Annual Caps for each of the year ending 31
December 2015, 2016 and 2017 are RMB7.0 million, RMB18.0 million and RMB?24.0
million, respectively.



The Revised Property Management Fee Annual Caps for each of the year ending 31 December
2015, 2016 and 2017 are RMB22.0 million, RMB33.0 million and RMB39.0 million,
respectively. In arriving at the Revised Property Management Fee Annual Caps, the Company
has made reference to primarily (i) the delivery of the Property; (ii) the current amounts
payable by the Group to the CEC Rida Group under the Master Property Management
Agreement; (iii) the increase in the projected transaction amounts of the property management
services that the Group would engage the CEC Rida Group to provide; and (iv) the prevailing
market rate for similar property management services on premises of comparable in location,
area and permitted uses, assuming no change in rates during the term of the Master Property
Management Agreement.

Other than the revision of the Original Property Management Fee Annual Caps, the terms and
conditions of the Master Property Management Agreement remain unchanged. The Directors
confirm that the transaction amounts under the Master Property Management Agreement
for the period from 1 January 2015 to 30 April 2015 has not exceeded the relevant Original
Property Management Fee Annual Cap for the year ending 31 December 2015.

The Directors, including the independent non-executive Directors, are of the view that the
Master Property Management Agreement had been conducted in the ordinary and usual course
of business of the Group, is on normal commercial terms and that the terms of the Master
Property Management Agreement and the Revised Property Management Fee Annual Caps are
fair and reasonable and in the interests of the Company and its shareholders as a whole.

Listing Rules implications

Pursuant to the Listing Rules, if the Company proposes to revise the annual caps for a
continuing connected transaction, it will be required to re-comply with the provisions of
Chapter 14A of the Listing Rules in relation to the relevant continuing connected transaction.

As at the date of this announcement, CEC Rida is a subsidiary of CEC and CEC is the
ultimate controlling shareholder of the Company. Accordingly, each of CEC and CEC Rida
is a connected person of the Company under Chapter 14A of the Listing Rules, and the
transactions contemplated under each of the Master Lease Agreement and the Master Property
Management Agreement constitute continuing connected transactions of the Company under
Chapter 14A of the Listing Rules.



As all the relevant percentage ratios (as defined under Rule 14.07 of the Listing Rules) (other
than the profits ratio) in respect of each of the Revised Rental Annual Caps and the Revised
Property Management Fee Annual Caps are higher than 0.1% but less than 5%, the revision of
each of the Original Rental Annual Caps to the Revised Rental Annual Caps and the Original
Property Management Fee Annual Caps to the Revised Property Management Fee Annual
Caps is subject to the reporting, announcement and annual review requirements of the Listing
Rules but is exempt from the independent shareholders’ approval requirement under Chapter
14A of the Listing Rules.

None of the Directors have a material interest in the revision of each of the Original Rental
Annual Caps to the Revised Rental Annual Caps and the Original Property Management Fee
Annual Caps to the Revised Property Management Fee Annual Caps. Accordingly, no Director

was required to abstain from voting on the board resolutions in respect thereof.

CONTINUING CONNECTED TRANSACTIONS

Background

Upon completion of the interior decoration of the Property, it is expected that Huada
Electronics will move into the Property and use part of the Property as its office and research
center. As such, Huada Electronics will need to engage service provider to provide catering

services and transportation services for its staff.

On 18 May 2015, after arm’s length negotiations, the Catering Services Agreement and the
Transportation Services Agreement were entered into with a view to govern the terms of the
catering services to be provided by CEC Rida from 1 July 2015 to 31 December 2017 (both
days inclusive), and the terms of the transportation services to be provided by CEC Rida from

1 July 2015 to 31 December 2017 (both days inclusive), respectively.



Catering Services Agreement

The principal terms of the Catering Services Agreement are as follows:

Date: 18 May 2015

Parties: (1) Huada Electronics

(2) CEC Rida

Term: 1 July 2015 to 31 December 2017

Pursuant to the Catering Services Agreement, the CEC Rida Group shall provide catering
services to Huada Electronics’ staff at the Property. Huada Electronics shall pay CEC Rida
an agreed service fee, which is determined with reference to the number of staff of Huada
Electronics utilising the catering service, and an agreed fixed service fee for such services on

a per head and per day basis.

The service fees chargeable by CEC Rida for the catering services are determined after arm’s
length negotiations between the parties with reference to the prevailing market rates. The
Directors confirm that the terms offered to Huada Electronics will be no less favourable than

those offered by other third party service providers to Huada Electronics.

Annual caps:

The annual caps for each of the year ending 31 December 2015, 2016 and 2017 are RMB2.2
million, RMB4.5 million and RMBS5.2 million, respectively.

The annual caps for each of the year ending 31 December 2015, 2016 and 2017 was arrived at
with reference to the agreed fee for the catering services on a per head and per day basis, and
the anticipated increase in number of staff and the anticipated inflation rate over the term of

the Catering Services Agreement.



Reasons for and benefits of entering into the Catering Services Agreement

As part of the employee benefits package, Huada Electronics intends to engage a service
provider for providing catering services to its staff at the Property. CEC Rida provides
catering services to all companies operating in phase one of The China Electronics
Information Security Technology Research Institute, where the Property is located. Huada
Electronics had engaged member of the CEC Group in the past for catering services and the
services provided by the CEC Group had been of reasonable quality and at competitive prices.
As such, the Board considers that it is commercially sensible to take advantage of the existing
resources of the CEC Group and to engage CEC Rida to provide catering services to Huada

Electronics at the Property.

The Directors, including the independent non-executive Directors, are of the view that the
transaction contemplated under the Catering Services Agreement will be carried out in the
ordinary and usual course of business of the Group, the terms contained therein are on normal
commercial terms and such terms and the annual caps contemplated thereunder are fair and
reasonable, and are in the interests of the Company and its shareholders as a whole.
Transportation Services Agreement

The principal terms of the Transportation Services Agreement are as follows:

Date: 18 May 2015

Parties: (1) Huada Electronics

(2) CEC Rida

Term: 1 July 2015 to 31 December 2017



Pursuant to the Transportation Services Agreement, the CEC Rida Group shall provide
transportation services to Huada Electronics’ staff to and fro the Property and certain specific
pick-up points in Beijing. Huada Electronics shall pay CEC Rida an agreed service fee, which
is determined with reference to the number of vehicles utilised by Huada Electronics for the
transportation services, and an agreed fixed service fee for such services on a per vehicle and

per month basis.

The service fees chargeable by CEC Rida for the transportation services are determined after
arm’s length negotiations between the parties with reference to prevailing market rates. The
Directors confirm that the terms offered to Huada Electronics will be no less favourable than

those offered by other third party service providers to Huada Electronics.

Annual caps:

The annual caps for each of the year ending 31 December 2015, 2016 and 2017 are RMB2.2
million, RMB3.0 million and RMB3.5 million, respectively.

The annual caps for each of the year ending 31 December 2015, 2016 and 2017 was arrived at
with reference to the agreed fee for the transportation services on a per vehicle and per month
basis, and the anticipated increase in number of staff and the anticipated inflation rate over the

term of the Transportation Services Agreement.

Reasons for and benefits of entering into the Transportation Services Agreement

As part of the employee benefits package, Huada Electronics intends to engage a service
provider for providing transportation services to its staff. CEC Rida provides transportation
services to all companies operating in phase one of The China Electronics Information
Security Technology Research Institute, where the Property is located. Huada Electronics

engages CEC Rida to take advantage of the existing resources of the CEC Group.

The Directors, including the independent non-executive Directors, are of the view that the
transaction contemplated under the Transportation Services Agreement will be carried out in
the ordinary and usual course of business of the Group, the terms contained therein are on
normal commercial terms and such terms and the annual caps contemplated thereunder are fair

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



Listing Rules implications

As at the date of this announcement, CEC Rida is a subsidiary of CEC and CEC is the
ultimate controlling shareholder of the Company. Accordingly, each of CEC and CEC
Rida is a connected person of the Company under Chapter 14A of the Listing Rules, and
the transactions contemplated under each of the Catering Services Agreement and the
Transportation Services Agreement will constitute continuing connected transactions of the
Company under Chapter 14A of the Listing Rules.

As one or more of the relevant percentage ratios (as defined under Rule 14.07 of the Listing
Rules) (other than the profits ratio) in respect of each of the Catering Services Agreement
and the Transportation Services Agreement are higher than 0.1% but all of which are less
than 5%, the Catering Services Agreement, the Transportation Services Agreement and the
transactions contemplated thereunder are subject to the reporting, announcement and annual
review requirements of the Listing Rules, but are exempt from the independent shareholders’
approval requirement under Chapter 14A of the Listing Rules.

None of the Directors have a material interest in each of the Catering Services Agreement
and the Transportation Services Agreement and the transactions contemplated thereunder,
respectively. Accordingly, no Director was required to abstain from voting on the board
resolutions in respect thereof.

GENERAL INFORMATION
(a) Information on the Group

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

(b) Information on CEC

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 is interested in approximately 59.42% of the issued
share capital of the Company.
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(¢) Information on CEC Rida

CEC Rida is principally engaged in property management in the PRC and provides
various property management services to the Group under the Master Property
Management Agreement.

DEFINITIONS

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

following meanings:

“2013 Announcement” the announcement of the Company dated 1 November
2013 in relation to, among other things, the entering into
of the Transfer Agreement between Huada Electronics and
CEC Research Institute in respect of the acquisition of the

Property Transfer Right

“2014 Announcement” the announcement of the Company dated 24 November
2014 in relation to, among other things, the Master

Property Management Agreement and the Master Lease

Agreement

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

“Board” the board of Directors

“CEC” China Electronics Corporation Limited ( *[# & 115 & &

FELEB AR /AHE]) , a state-owned enterprise established
under the laws of the PRC and the ultimate controlling

shareholder of the Company

“CEC Group” CEC and its subsidiaries and associates (other than the
Group)
“CEC Research Institute” CEC Information Technology Research Institute Co.,

Ltd (P EAFE SR MHFEBE AR A), a company
established under the laws of the PRC, which is a
subsidiary of CEC
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“CEC Rida”

“CEC Rida Group”

“Catering Services

Agreement”

“Company”

3 2
connected person

“Designated Areas”

“Director(s)”

66Gr0up”

“Huada Electronics”

“Listing Rules”

“Master Lease Agreement”

CEC Rida Property Management Co., Ltd (b5 H & B 22
YA FR/AF]) , a company established under the laws of
the PRC and a subsidiary of CEC

CEC Rida and its subsidiaries

as defined in the section headed “Catering Services

Agreement” in this announcement

China Electronics Corporation Holdings Company
Limited

has the meaning ascribed to this term under the Listing
Rules

the public areas in the industrial parks and the areas in
the industrial parks retained by the Group for its own use
as contemplated under the Master Property Management
Agreement, for further details please refer to the 2014

Announcement
the director(s) of the Company
the Company and its subsidiaries

CEC Huada Electronic Design Co., Ltd (b3t 1 & #E K
BT AMREIEAF) , a company established under
the laws of the PRC and a wholly-owned subsidiary of the
Company

the Rules Governing the Listing of Securities on The

Stock Exchange of Hong Kong Limited

the agreement dated 24 November 2014 entered into
between the Company and CEC in respect of the leasing
arrangements between the Group as landlord and the CEC

Group as tenant
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“Master Property
Management

Agreement”

“Original Property
Management Fee
Annual Cap(s)”

“Original Rental
Annual Cap(s)”

“PRC”

“Property”

“Property Transfer Right”

“RMB”

the agreement dated 24 November 2014 entered into
between the Company and CEC Rida in relation to the
provision of property management services by the CEC

Rida Group to the Group

the annual cap amounts payable by the Group to the
CEC Rida Group in respect of the property management
services in accordance with the terms and conditions of
the Master Property Management Agreement as disclosed

in the 2014 Announcement

the annual cap amounts of rental receivable by the Group
from the CEC Group in accordance with the terms and
conditions of the Master Lease Agreement as disclosed in

the 2014 Announcement

the People’s Republic of China

Block C of phase one of The China Electronics
Information Security Technology Research Institute,
which is located in the southern area of Future and
Science Technology City, Beiqijia, Changping District,
Beijing, the PRC

the property transfer right granted by CEC Research
Institute to Huada Electronics, which Huada Electronics
required 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, details of which are set out in the

2013 Announcement

Renminbi, the lawful currency of the PRC
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“Revised Property
Management Fee

Annual Caps”

“Revised Rental
Annual Caps”

“Transfer Agreement”

“Transportation Services

Agreement”

66%”

Hong Kong, 18 May 2015

the revised annual cap amounts payable by the Group
to the CEC Rida Group in respect of the property
management services in accordance with the terms
and conditions of the Master Property Management
Agreement, details of which are set out in this

announcement

the revised annual cap amounts of rental receivable by the
Group from the CEC Group in accordance with the terms
and conditions of the Master Lease Agreement, details of

which are set out in this announcement

the agreement dated 1 November 2013 entered into
between Huada Electronics and CEC Research Institute
relating to the acquisition of the Property Transfer Right,

details of which are set out in the 2013 Announcement

as defined in the section headed “Transportation Services

Agreement” in this announcement

per cent.

By Order of the Board

China Electronics Corporation Holdings Company Limited

Rui Xiaowu

Chairman

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

namely Mr. Rui Xiaowu (Chairman) and Mr. Dong Haoran, two Executive Directors, namely

Mr. Liu Hongzhou (Vice Chairman) and Mr. Xie Qinghua (Managing Director), and two

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