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INTRODUCTION

Reference is made to the announcement of the Company dated 17 November 2016 in relation
to the proposed disposal of the Navigation Chips Business by Huada Electronics (a wholly-
owned subsidiary of the Company). The Board is pleased to announce that on 3 March 2017,
Huada Electronics has entered into the Sale and Purchase Agreement with Huada Beidou,
pursuant to which Huada Electronics has agreed to sell, and Huada Beidou has agreed to

purchase, the Navigation Chips Business for the consideration of RMB100 million.
CONSIDERATION

The sale of the Navigation Chips Business was conducted through the bid invitation, auction
and listing process on the Shanghai United Assets and Equity Exchange. In consideration
for the Navigation Chips Business, Huada Beidou shall pay Huada Electronics the sum of
RMB100 million in cash (the “Consideration”). The Consideration was the highest price
offered in the bid invitation, auction and listing process and was determined with reference to
(i) the Valuation Report and (ii) the business prospects of the Navigation Chips Business. In
accordance with the Valuation Report, the appraised value of the Navigation Chips Business
as of the Measurement Date is RMB100 million.

*  For identification purpose only



To the best of the Directors’ knowledge, information and belief having made all reasonable
enquiry, Huada Beidou and its ultimate beneficial owners are third parties independent of the

Company and its connected persons.

INFORMATION ON THE NAVIGATION CHIPS BUSINESS

The establishment and operation of Navigation Chips Business began in the second half of
2013. Currently, the Navigation Chips Business has a team of 67 personnel and is mainly

engaged in research and development and application promotion of navigation chips.

Since its establishment, the Navigation Chips Business has been focusing on research and
development and application promotion of market leading products with advanced technical
functions. The Global Navigation Satellite System radio frequency baseband integration SoC
chip developed in-house can be applied for the joint-positioning of any free dual systems of
the navigation systems such as BEIDOU, GPS, GLONASS and GALILEO.

The Navigation Chips Business to be sold and transferred to Huada Beidou by Huada
Electronics consists all business operations and assets of Huada Electronics’ navigation chips
business, which mainly include (i) fixed assets, (ii) intangible assets, (iii) inventories and
products, (iv) creditor’s claims, (v) accounts receivable and accounts payable, (vi) rights,
benefits and obligations under executed contracts and agreements, and (vii) employment of

the relevant staff members.

FINANCIAL EFFECTS OF THE BUSINESS TRANSFER

In respect of the Business Transfer, the Group expects to record an estimated gain of
approximately RMB75 million. The estimated gain on the Business Transfer is calculated
with reference to the Consideration, the carrying amount of net asset of the Navigation Chips
Business as at 31 December 2016, the related transaction costs and taxes. The actual gain on
the Business Transfer will be determined upon completion of the Business Transfer and may
be different. The sale proceeds from the Business Transfer will be used as working capital of

the Group.



REASONS FOR AND BENEFITS OF THE BUSINESS TRANSFER

In order to develop market leading chip products and technologies, Navigation Chips Business
needs to increase its scale of investment in the development of new products, tapeout and
applications market development. However, based on Huada Electronics’ current level of
capital and financial resources, the Board believes it would be difficult for Huada Electronics

to further expand its scale of investment in the Navigation Chips Business.

Although the Board believes that the Navigation Chips Business can generate positive
synergy with the Group’s business operations in the long run, it is expected that the research
and development endeavors of the Navigation Chips Business will require significant level
of capital and financial commitment. Therefore, in line with the Group’s principal business
objective, the Board intends to focus its human and capital resources on its core business
segment which is the design of smart cards and security chips business, and the provision of

ancillary system solutions.

Leveraging upon its proven track record, the Board expects that the Business Transfer will
enable the Group to better implement its principal business strategy and generate better return

from its human and capital resources.

In view of the above, the Directors consider that the transaction contemplated under the Sale
and Purchase Agreement are conducted on normal commercial terms, and that the terms of the
Sale and Purchase Agreement are fair and reasonable and in the interests of the Company and

the shareholders of the Company as a whole.

GENERAL

As all of the applicable percentage ratios under Rule 14.07 of the Listing Rules in respect of
the Business Transfer are below 5%, the Business Transfer does not constitute a notifiable
transaction of the Company under Chapter 14 of the Listing Rules and this announcement
is made by the Company on a voluntary basis for the information of the shareholders of the

Company and potential investors.



DEFINITIONS

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

following meanings:

“Board”

“Business Transfer”

“Company”

[13 2
connected person

“Director(s)”

“Group”

“Hong Kong”

“Huada Beidou”

“Huada Electronics”

“Listing Rules”

“Measurement Date”

the board of Directors

the sale and transfer of the Navigation Chips Business by
Huada Electronics to Huada Beidou in pursuant to the Sale
and Purchase Agreement

China Electronics Corporation Holdings Company Limited,
a limited liability company incorporated in the Cayman
Islands and continued in Bermuda

has the meaning ascribed to it under the Listing Rules

the director(s) of the Company

the Company and its subsidiaries from time to time

the Hong Kong Special Administrative Region of the PRC

Shenzhen Huada Beidou Technology Company Limited*, a
company established under the laws of the PRC

CEC Huada Electronic Design Co., Ltd*, 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

31 December 2015



“Navigation Chips all business operations and assets of Huada Electronics’
Business” navigation chips business, which mainly include (i) fixed
assets, (ii) intangible assets, (iii) inventories and products,

(iv) creditor’s claims, (v) accounts receivable and accounts

payable, (vi) rights, benefits and obligations under executed

contracts and agreements, and (vii) employment of the

relevant staff members, to be sold and transferred to Huada

Beidou pursuant to the Sale and Purchase Agreement

“PRC” the People’s Republic of China

“RMB” Renminbi, the lawful currency of the PRC

“Sale and Purchase the sale and purchase agreement entered into between
Agreement” Huada Electronics and Huada Beidou on 3 March 2017

pursuant to which Huada Electronics has agreed to sell, and
Huada Beidou has agreed to purchase, the Navigation Chips

Business

“Valuation Report” a valuation report produced by Yinxin Assets Appraisal Co.,
Ltd*, a qualified independent valuer, with respect to the
appraised value of the Navigation Chips Business as of the

Measurement Date

“%” per cent.

By Order of the Board
China Electronics Corporation Holdings Company Limited
Dong Haoran

Chairman
Hong Kong, 3 March 2017

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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