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(1) CONTINUING CONNECTED TRANSACTIONS
2013-2016 BUSINESS SERVICES AGREEMENT WITH CEC
AND
2013-2016 FINANCIAL SERVICES AGREEMENT WITH
CEC FINANCE

(2) PROPOSED REDUCTION OF
SHARE PREMIUM AND PAYMENT OF SPECIAL DIVIDEND

CONTINUING CONNECTED TRANSACTIONS

The Board announces that on 7 May 2013, the Company has entered into the 2013-2016
Business Services Agreement, pursuant to which the CEC Group will provide products
processing, testing and assembling services to the Group and purchase integrated circuit
cards and smart cards modules and chips from the Group and the Group will purchase raw
materials, modules, software and equipment from the CEC Group, on a non-committed and

non-exclusive basis.

*  For identification purpose only




On the same date, the Company has entered into the 2013-2016 Financial Services
Agreement with CEC Finance, pursuant to which CEC Finance will provide a range of
financial services to the Group and the Group will utilise such financial services on a non-
exclusive basis. The financial services to be provided by CEC Finance to the Group under
the 2013-2016 Financial Services Agreement include deposit services, financial assistance

and fee- and commission-based financial services.

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 Finance, being a subsidiary

of CEC, is also a connected person of the Company.

As one or more of the applicable percentage ratios set out in Rule 14.07 of the Listing Rules
in respect of the 2013-2016 Business Services Agreement are more than 5%, the 2013-
2016 Business Services Agreement and the proposed caps for the transactions thereunder
are subject to the reporting, annual review, announcement and independent shareholders’

approval requirements under Chapter 14A of the Listing Rules.

As one or more of the applicable percentage ratios set out in Rule 14.07 of the Listing
Rules in respect of the 2013-2016 Financial Services Agreement are more than 5% and
that the Group may be required to provide security for certain types of financial assistance
to be provided by CEC Finance, the 2013-2016 Financial Services Agreement and the
proposed caps for the transactions thereunder are subject to the reporting, annual review,
announcement and independent shareholders’ approval requirements under Chapter 14A of

the Listing Rules.

PROPOSED REDUCTION OF SHARE PREMIUM AND PAYMENT OF
SPECIAL DIVIDEND

The Board announces its proposal to pay a special dividend of an aggregate amount in cash
of HK$50,746,800 (representing HK$0.03 per Share) out of the contributed surplus account

of the Company after the Reduction of Share Premium becoming effective.

The Board intends to put forward a proposal to the Shareholders at the SGM for the

Reduction of Share Premium pursuant to the laws of Bermuda and the Bye-laws.




The Payment of Special Dividend is conditional upon (i) the approval of the Reduction
of Share Premium by the Shareholders at the SGM by way of special resolution; (ii) the
approval of the Payment of Special Dividend by the Shareholders at the SGM by way of
ordinary resolution; and (iii) compliance with the relevant procedures and requirements
under the Listing Rules and applicable laws and regulations.

Shareholders whose names appear on the register of members of the Company on 20
June 2013 will be entitled to attend and vote at the SGM. The register of members of the
Company will be closed from 18 June 2013 to 20 June 2013 (both days inclusive), during
which period no transfer of Shares will be registered.

Shareholders whose names appear on the register of members of the Company on 2 October
2013 will be entitled to the special dividend. The register of members of the Company will
be closed from 27 September 2013 to 2 October 2013 (both days inclusive), during which
period no transfer of Shares will be registered. The Company expects to make the payments
on or before 31 October 2013.

The Board wishes to remind the Shareholders that the Payment of Special Dividend
and the Reduction of Share Premium are subject to the applicable conditions
mentioned in this announcement, which may or may not be satisfied. Shareholders and
potential investors are reminded to exercise caution when dealing in the securities of
the Company.

The SGM will be convened to consider and, if thought fit, to approve (a) the 2013-2016
Business Services Agreement and the 2013-2016 Financial Services Agreement and their
respective proposed caps; and (b) the Reduction of Share Premium and the Payment of
Special Dividend. CEC and its associates shall abstain from voting on the resolutions
approving the 2013-2016 Business Services Agreement and the 2013-2016 Financial
Services Agreement and their respective proposed caps. To the best of the information and
belief of the Directors having made all reasonable enquiries, no Shareholder is required to
abstain from voting on the resolutions approving the Reduction of Share Premium and the
Payment of Special Dividend. Pursuant to Rule 13.39(4) of the Listing Rules, all the above
resolutions shall be taken by poll at the SGM.

The Company expects that a circular containing, among other things, information on the
2013-2016 Business Services Agreement and the 2013-2016 Financial Services Agreement
and their respective proposed caps, the letter of advice from the independent financial
adviser to the Independent Board Committee and the Independent Shareholders in respect
of the 2013-2016 Business Services Agreement and the 2013-2016 Financial Services
Agreement and their respective proposed caps, the recommendation from the Independent
Board Committee, information on the proposed Reduction of Share Premium and Payment
of Special Dividend together with the notice of SGM will be published and issued by the
Company and despatched to the Shareholders on or before 28 May 2013.




CONTINUING CONNECTED TRANSACTIONS

Background

Reference is made to the announcements dated 19 July 2010 and 26 August 2011 and
the circulars dated 9 August 2010 and 19 September 2011 of the Company in relation
to certain continuing connected transactions between the Group and each of the CEC
Group and CEC Finance under the 2010-2013 Business Services Agreement and the
Financial Services Agreement, respectively (collectively, the “2010 Agreements”). These

agreements will expire on 30 June 2013.

On 7 May 2013, in order to continue the existing continuing connected transactions
contemplated under the 2010 Agreements, and to facilitate the Group’s production and
operation upon the expiration of the 2010 Agreements, the Company entered into (1)
the 2013-2016 Business Services Agreement with CEC and (2) the 2013-2016 Financial
Services Agreement with CEC Finance to reflect the terms of the proposed continuing
connected transactions and the caps of the transactions thereunder for each of the years
ending 31 December 2013, 2014 and 2015 and the six months ending 30 June 2016.

2013-2016 Business Services Agreement

Date : 7 May 2013
Parties : (i) the Company
(i) CEC

The 2013-2016 Business Services Agreement covers (i) the provision of products
processing, testing and assembling services by the CEC Group, and the purchase of raw
materials, modules, software and equipment from the CEC Group; and (ii) the sale of

integrated circuit cards and smart cards modules and chips to the CEC Group.



Details of the continuing connected transactions contemplated under the 2013-2016

Business Services Agreement are as follows:

1)

(11)

Provision of products processing, testing and assembling services by the CEC
Group, and the purchase of raw materials, modules, software and equipment from
the CEC Group

Pursuant to the 2013-2016 Business Services Agreement, the CEC Group will
provide products processing, testing and assembling services to the Group for the
production of products including integrated circuit cards, smart cards and chips, on

a non-committed and non-exclusive basis.

The Group will also, pursuant to the 2013-2016 Business Services Agreement,
purchase from the CEC Group raw materials, modules, software and equipment for
the research and development of integrated circuit cards, smart cards and chips, on

a non-committed and non-exclusive basis.
Sale of products to the CEC Group
Pursuant to the 2013-2016 Business Services Agreement, the Group will sell

products including integrated circuit cards and smart cards modules and chips to

the CEC Group, on a non-committed and non-exclusive basis.

The prices payable and receivable by the Group under the 2013-2016 Business Services

Agreement will be determined after arm’s length negotiations between the parties with

reference to market prices. The prices offered by or to the CEC Group will be no less

favourable than the prices of similar products offered by or to other independent third

parties of the Group.

The consideration payable and receivable by the Group under the 2013-2016 Business

Services Agreement will be settled in cash according to the terms upon which the

services or products are provided.



For the purpose of the 2013-2016 Business Services Agreement: “market prices” mean
(a) the prices at which same or comparable type of products or services provided by
independent third parties in the same area in the ordinary and usual course of business;
or, in the absence of which, (b) the prices at which same or comparable type of products
or services provided by independent third parties in the ordinary and usual course of

business.

The 2013-2016 Business Services Agreement is subject to the approval of the
Independent Shareholders, and will take effect from 1 July 2013 and expire on 30 June
2016. Upon expiry of the 2013-2016 Business Services Agreement, the agreement may
be renewed for further terms of three years if the parties so agree, subject to compliance

of the requirements under the Listing Rules.

Historical Transaction Amounts and Existing Caps for the 2010-2013 Business

Services Agreement

In respect of each category of continuing connected transactions contemplated under
the 2013-2016 Business Services Agreement, the historical transaction amounts for each
of the years ended 31 December 2010, 2011 and 2012 and the three months ended 31
March 2013 and the existing caps for the six months ending 30 June 2013 for the 2010-

2013 Business Services Agreement are set out below:

Existing
caps Historical transaction amounts for
for the the
six months three months
ending ended
30 June the year ended 31 December 31 March
Type of transaction 2013 2010 2011 2012 2013
(RMB’000) (RMB’000) (RMB’000) (RMB’000) (RMB’000)
(Note 1)
Products processing, testing and
assembling services and purchase of
raw materials and modules
— Consideration payable by the Group 480,000 302,829 405,375 475,977 103,977
(Note 2)
Sale of products
— Consideration receivable by the Group 68,000 47,368 50,316 82,258 20,755



Notes:

1. The Company confirmed that the consideration payable and receivable by the Group under the
2010-2013 Business Services Agreement for the period commencing from 1 January 2013 until the
date of this announcement have not exceeded the caps for the six months ending 30 June 2013 set

out in the above table.

2. Such revised cap of consideration payable by the Group pursuant to the 2010-2013 Business
Services Agreement for the six months ending 30 June 2013 was approved at the special general
meeting held on 10 October 2011, details of which are set out in the circular dated 19 September
2011.

Proposed Caps for the 2013-2016 Business Services Agreement

It is expected that for each of the years ending 31 December 2013, 2014 and 2015 and
the six months ending 30 June 2016, the consideration payable by the Group to the
CEC Group and the consideration receivable by the Group from the CEC Group will
not exceed the following respective amounts and such amounts have been set as the
proposed caps for the relevant continuing connected transactions contemplated under the

2013-2016 Business Services Agreement accordingly:

For the
six months
ending
For the year ending 31 December 30 June
Type of transaction 2013 2014 2015 2016
(RMB’000)  (RMB'000)  (RMB’000)  (RMB’000)
(Note 3)
Products processing, testing and
assembling services and purchase of
raw materials, modules, software and
equipment
— Consideration payable by the Group 656,000 852,000 1,064,000 665,000
Sale of products
— Consideration receivable by the Group 116,000 150,000 188,000 117,000



Notes:

3. The caps for the consideration payable by the Group to the CEC Group and the consideration
receivable by the Group from the CEC Group for the year ending 31 December 2013 set out above
cover both (i) the consideration payable and receivable and expected to be payable and receivable
by the Group under the 2010-2013 Business Services Agreement from 1 January 2013 until 30
June 2013 and (ii) the consideration expected to be payable and receivable by the Group under the
2013-2016 Business Services Agreement from 1 July 2013 until 31 December 2013.

In arriving at the above caps for the consideration payable by the Group for the
provision of products processing, testing and assembling services by the CEC Group,
and the purchase of raw materials, modules, software and equipment from the CEC
Group, the Company has made reference to the historical service fees paid by the Group
and the historical purchase of raw materials and modules from the CEC Group and has
taken into account the expected demand of the products of the Group, the production
plan of the Group and the costs of such services, raw materials, modules, software and

equipment.

In arriving at the above caps for the consideration receivable by the Group for the sale of
products to the CEC Group, the Company has made reference to the historical sales, the
expected demand of the Group’s products by the CEC Group and the order status of the

products.
2013-2016 Financial Services Agreement
Date : 7 May 2013
Parties : (i) the Company
(i1)) CEC Finance
Pursuant to the 2013-2016 Financial Services Agreement, CEC Finance will provide a
range of financial services to the Group and the Group will utilise such financial services
on a non-exclusive basis. The financial services to be provided by CEC Finance to the

Group under the 2013-2016 Financial Services Agreement include:

(a) deposit services, including but not limited to time deposits, call deposits and

negotiable deposits;



(b) provision of financial assistance, including but not limited to unsecured RMB and
foreign currencies loans, finance leasing, discounting of bank acceptance bills and

commercial acceptance bills and factoring of account receivables; and

(c) provision of fee- and commission-based financial services, including but not
limited to guarantee services, fund management, agency services and financial

consultancy services.

The 2013-2016 Financial Services Agreement does not create any obligation on the
part of the Group to utilise any particular services of CEC Finance. Other than time
deposits which have specified deposit terms, the Group may at any time withdraw the
funds deposited with CEC Finance without incurring any penalty. CEC Finance is one
of a number of financial institutions which provide financial services to the Group. The
Group may obtain financial services available from any other financial institutions in

addition to or instead of CEC Finance, as it sees fit.

The interest rates for the Group’s deposits with CEC Finance will be determined by
reference to, and shall not be less than, the rates offered to the Group by other domestic

commercial banks for comparable deposits.

The interest rates for the financial assistance provided by CEC Finance to the Group
will be determined by reference to, and shall not be higher than, the rates offered to the

Group by other domestic commercial banks for comparable financial assistance.

The fees and commissions for the fee- and commission-based financial services provided
by CEC Finance to the Group will be determined by reference to, and shall not be higher
than, the fees and commissions charged by other domestic commercial banks or financial

institutions for the same type of financial services.

The interests on the deposits and the financial assistance, and the fees and commissions
for the fee- and commission-based financial services will be payable in cash according

to the terms of the deposits, financial assistance or financial services provided.



The 2013-2016 Financial Services Agreement is subject to the approval of the
Independent Shareholders and will take effect from 1 July 2013 and expire on 30 June
2016. Upon expiry of the 2013-2016 Financial Services Agreement, the agreement may
be renewed for further terms of three years if the parties so agree, subject to compliance

of the requirements under the Listing Rules.

Historical Transaction Amounts and Existing Caps for the Financial Services
Agreement

In respect of each category of continuing connected transactions contemplated under
the 2013-2016 Financial Services Agreement, the historical transaction amounts for
each of the years ended 31 December 2010, 2011 and 2012 and the three months ended
31 March 2013 and the existing caps for the six months ending 30 June 2013 for the

Financial Services Agreement are set out below:

Existing Historical transaction amounts for
caps for the the three
six months months
ending ended
30 June the year ended 31 December 31 March
Type of transaction 2013 2010 2011 2012 2013
(RMB’000) (RMB'000) (RMB’000) (RMB’000) (RMB’000)
(Note 4)
Provision of deposit services by CEC
Finance to the Group
Maximum daily balance of deposits
(together with the interests accrued
thereon) maintained by the Group with
CEC Finance. 80,000 80,000 80,000 80,000 80,000
Provision of financial assistance by CEC
Finance to the Group
Maximum daily balance of financial
assistance provided by CEC Finance
to the Group (Note 5). 80,000 - - - -
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Existing Historical transaction amounts for

caps for the the three
six months months
ending ended
30 June the year ended 31 December 31 March
Type of transaction 2013 2010 2011 2012 2013
(RMB'000) (RMB’000) (RMB’000) (RMB’000) (RMB’000)
(Note 4)
Provision of fee- and commission-based
financial services by CEC Finance to
the Group
Fees and commissions payable by
the Group to CEC Finance. 2,000 - - - -

Notes:

4. The Company confirmed that the maximum daily balance of the deposits and the financial
assistance, and the fees and commissions for the fee- and commission-based financial services
payable by the Group, under the Financial Services Agreement for the period commencing from
1 January 2013 until the date of this announcement have not exceeded the caps for the six months
ending 30 June 2013 set out in the above table.

5. Apart from unsecured RMB and foreign currencies loans, the Group may be required to provide

security for certain types of financial assistance to be provided by CEC Finance.
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Proposed Caps for the 2013-2016 Financial Services Agreement

It is expected that for each of the years ending 31 December 2013, 2014 and 2015 and

the six months ending 30 June 2016, the maximum daily balance of the deposits and

the financial assistance, and the fees and commissions for the fee- and commission-

based financial services payable by the Group, will not exceed the following respective

amounts and such amounts have been set as the proposed caps for the relevant

continuing connected transactions contemplated under the 2013-2016 Financial Services

Agreement accordingly:

For the year ending 31 December

Type of transaction 2013 2014 2015
(RMB’000)  (RMB’000)  (RMB’000)
(Note 6)

Provision of deposit services by
CEC Finance to the Group

Maximum daily balance of deposits
(together with the interests accrued

thereon) maintained by the Group with
CEC Finance. 280,000 280,000 280,000

Provision of financial assistance by
CEC Finance to the Group
Maximum daily balance of financial

assistance provided by CEC Finance
to the Group (Note 3). 280,000 280,000 280,000

Provision of fee- and commission-based
financial services by CEC Finance to
the Group
Fees and commissions payable by the Group
to CEC Finance. 10,000 10,000 10,000

12

For the

six months
ending

30 June
2016
(RMB’000)

280,000

280,000

5,000



Notes:

6. The caps for the fees and commissions for the fee- and commission-based financial services
payable by the Group to CEC Finance for the year ending 31 December 2013 set out above
cover both (i) the fees and commissions payable and expected to be payable by the Group under
the Financial Services Agreement from 1 January 2013 until 30 June 2013 and (ii) the fees
and commissions expected to be payable by the Group under the 2013-2016 Financial Services
Agreement from 1 July 2013 until 31 December 2013.

In arriving at the above caps for the provision of deposit services by CEC Finance, the
Company has made reference to the cash flow position and the treasury policy of the
Group.

In arriving at the above caps for the provision of financial assistance by CEC Finance,
the Company has made reference to the possible capital and operational needs of the
Group.

In arriving at the above caps for the fees and commissions payable for the provision of
fee- and commission-based financial services by CEC Finance, the Company has made
reference to the possible demand of the fee- and commission-based financial services

provided by CEC Finance and the fees and commissions payable for such services.

Reasons for Entering into the 2013-2016 Business Services Agreement and the
2013-2016 Financial Services Agreement

The CEC Group provides products processing, testing and assembling services for the
production of the Group’s products and supply raw materials, modules, software and
equipment to the Group for its research and development purposes. The CEC Group is
also a customer of the products of the Group. The transactions contemplated under the
2013-2016 Business Services Agreement are, therefore, vital and integral to the business
operations of the Group.

CEC Finance is a non-bank financial institution approved and regulated by the PBOC
and the CBRC. CEC Finance was established for the purpose of enhancing the
centralised management of funds within the CEC Group and for improving the fund
utilisation efficiency of the CEC Group as a whole. CEC Finance is permitted to provide
various financial services such as deposit services, loan services, finance leasing and

investment services to the CEC Group.

13



The main reasons and advantages for utilising the financial services provided by CEC

Finance are as follows:

(1)

(i1)

(iii)

(iv)

The interest rates on deposits and financial assistance offered by CEC Finance
to the Group will be no less favourable than those offered by other domestic
commercial banks. The fees and commissions for the fee- and commission-based
financial services provided by CEC Finance will not be higher than those charged

by other domestic commercial banks or financial institutions.

CEC Finance is regulated by the PBOC and the CBRC and provides its services in
accordance and in compliance with the rules and operational requirements of these

regulatory authorities.

The Group is expected to benefit from CEC Finance’s better understanding of the
operations of the Group which will allow expedient and efficient service provision.
The Group also expects that as an intra-group service provider, CEC Finance
will generally have a better and more efficient communication with the Group

compared with other domestic commercial banks or financial institutions.

The 2013-2016 Financial Services Agreement will provide the Group with the
right and flexibility, which it may choose to utilise the different kinds of financial
assistance provided by CEC Finance and secure an additional and stable financing

for its operations.

The Directors are of the view that the transactions contemplated under the 2013-2016

Business Services Agreement and the 2013-2016 Financial Services Agreement will

be conducted on normal commercial terms (or better to the Group) and in the ordinary

and usual course of business of the Group and that the 2013-2016 Business Services

Agreement and the 2013-2016 Financial Services Agreement and their respective

proposed caps are fair and reasonable and in the interests of the Company and its

Shareholders as a whole.

14



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 Finance, being a

subsidiary of CEC, is also a connected person of the Company.

The Group has no prior transactions with CEC, CEC Finance and their respective
associates which required aggregation with the transactions contemplated under
the 2013-2016 Business Services Agreement and the 2013-2016 Financial Services
Agreement under Rule 14A.25 of the Listing Rules.

As one or more of the applicable percentage ratios set out in Rule 14.07 of the Listing
Rules in respect of the 2013-2016 Business Services Agreement are more than 5%, the
2013-2016 Business Services Agreement and the proposed caps for the transactions
thereunder are subject to the reporting, annual review, announcement and independent

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

As one or more of the applicable percentage ratios set out in Rule 14.07 of the Listing
Rules in respect of the 2013-2016 Financial Services Agreement are more than 5%
and that the Group may be required to provide security for certain types of financial
assistance to be provided by CEC Finance, the 2013-2016 Financial Services Agreement
and the proposed caps for the transactions thereunder are subject to the reporting, annual
review, announcement and independent shareholders’ approval requirements under
Chapter 14A of the Listing Rules.

PROPOSED REDUCTION OF SHARE PREMIUM AND PAYMENT
OF SPECIAL DIVIDEND

Subject to approval of the Shareholders, the Board proposes to pay a special dividend of
an aggregate amount in cash of HK$50,746,800 (representing HK$0.03 per Share) out of
the contributed surplus account of the Company after the Reduction of Share Premium

becoming effective.

The Board intends to put forward a proposal to the Shareholders at the SGM for the

Reduction of Share Premium pursuant to the laws of Bermuda and the Bye-laws.
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Reduction of Share Premium

As at 31 December 2012, the Company had audited accumulated losses of
HK$214,534,000. As at 31 December 2012, the amount standing to the credit of the
Share Premium Account was HK$872,255,000 based on the audited financial statements
of the Company. It is proposed that the Share Premium Account will be reduced by
HK$600,000,000 and the credit arising from the reduction of the Share Premium
Account will be transferred to the contributed surplus account of the Company where it
will be utilised by the Board in accordance with the Bye-laws and all applicable laws,

including the Elimination of Accumulated Losses and the Payment of Special Dividend.

Payment of Special Dividend

Subject to the approval by the Shareholders of the proposal of the Reduction of Share
Premium at the SGM, the Board intends to put forward a proposal to the Shareholders
at the SGM for the payment of a special dividend of an aggregate amount in cash of
HK$50,746,800 (representing HK$0.03 per Share) out of the contributed surplus account
of the Company, payable to the Shareholders whose names appear on the register of

members of the Company on 2 October 2013.

Effect of the Reduction of Share Premium

The Reduction of Share Premium does not involve any reduction in the authorised or
issued share capital of the Company and it does not involve any reduction in the nominal

value of the Shares.

Implementation of the Reduction of Share Premium will not, of itself, affect the
underlying assets, liabilities, business operations, management or financial position of
the Company or the interests of the Shareholders as a whole other than related expenses

incurred.
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Conditions of the Reduction of Share Premium and the Payment of Special
Dividend

The Reduction of Share Premium and the Payment of Special Dividend are conditional

upon, inter alia, the following being fulfilled:

(1) the passing of the necessary special resolution by the Shareholders to approve the
Reduction of Share Premium at the SGM;

(i1) compliance with all relevant procedures and requirements under the Listing Rules,
applicable laws and regulations, in particular, the requirements under section 46 of
the Companies Act 1981 of Bermuda (as amended) to effect the Reduction of Share

Premium; and

(ii1) the passing of an ordinary resolution by the Shareholders to approve the Payment
of Special Dividend at the SGM.

Subject to the fulfilment of the above conditions, it is expected the Reduction of Share
Premium will become effective on the business day immediately following the date of

passing of the special resolution to approve the Reduction of Share Premium.

Subject to both the resolutions relating to the Reduction of Share Premium and the
Payment of Special Dividend having been approved by the Shareholders, the special
dividend is expected to be paid in cash to the Shareholders on or before 31 October
2013.

Reasons for the Reduction of Share Premium and the Payment of Special Dividend

The credit arising from the Reduction of Share Premium will be transferred to the
contributed surplus account of the Company. It will allow the Company to apply its
enlarged contributed surplus to eliminate the audited accumulated losses of the Company
as at 31 December 2012, and to enable the Payment of Special Dividend. The remaining
contributed surplus of the Company will give flexibility to the Directors in planning
its applications that the Company may choose in the foreseeable future in an expedient
manner. As such, the Directors consider that the Reduction of Share Premium and the
Payment of Special Dividend are beneficial to the Company and its Shareholders as a

whole.

17



Book Closure Periods

Shareholders whose names appear on the register of members of the Company on 20
June 2013 will be entitled to attend and vote at the SGM. The register of members of
the Company will be closed from 18 June 2013 to 20 June 2013 (both days inclusive),

during which period no transfer of Shares will be registered.

In order to be entitled to attend and vote at the SGM, all share certificates with
completed transfer forms must be lodged with the Company’s branch share registrar and
transfer office in Hong Kong, Tricor Abacus Limited at 26th Floor, Tesbury Centre, 28
Queen’s Road East, Wanchai, Hong Kong not later than 4:30 p.m. on 17 June 2013.

Shareholders whose names appear on the register of members of the Company on
2 October 2013 will be entitled to the special dividend. The register of members of
the Company will be closed from 27 September 2013 to 2 October 2013 (both days
inclusive), during which period no transfer of Shares will be registered.

In order to qualify for the special dividend, all share certificates with completed transfer
forms must be lodged with the Company’s branch share registrar and transfer office in
Hong Kong, Tricor Abacus Limited at 26th Floor, Tesbury Centre, 28 Queen’s Road
East, Wanchai, Hong Kong not later than 4:30 p.m. on 26 September 2013.

SGM

The SGM will be convened to consider and, if thought fit, to approve (a) the 2013-2016
Business Services Agreement and the 2013-2016 Financial Services Agreement and their
respective proposed caps; and (b) the Reduction of Share Premium and the Payment of Special
Dividend. CEC and its associates shall abstain from voting on the resolutions approving the
2013-2016 Business Services Agreement and the 2013-2016 Financial Services Agreement
and their respective proposed caps. To the best of the information and belief of the Directors
having made all reasonable enquiries, no Shareholder is required to abstain from voting on the
resolutions approving the Reduction of Share Premium and the Payment of Special Dividend.
Pursuant to Rule 13.39(4) of the Listing Rules, all the above resolutions shall be taken by poll
at the SGM.
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DESPATCH OF CIRCULAR

The Company expects that a circular containing, among other things, information on the
2013-2016 Business Services Agreement and the 2013-2016 Financial Services Agreement
and their respective proposed caps, the letter of advice from the independent financial adviser
to the Independent Board Committee and the Independent Shareholders in respect of the
2013-2016 Business Services Agreement and the 2013-2016 Financial Services Agreement
and their respective proposed caps, the recommendation from the Independent Board
Committee, information on the proposed Reduction of Share Premium and Payment of Special
Dividend together with the notice of SGM will be published and issued by the Company and
despatched to the Shareholders on or before 28 May 2013.

GENERAL INFORMATION

The Company is an investment holding company. The principal activities of the Group are the
design, research and development and sale 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 Finance is a non-bank financial institution approved and regulated by the PBOC and
the CBRC. CEC Finance was established for the purpose of enhancing the centralised
management of funds within the CEC Group and for improving the fund utilisation efficiency
of the CEC Group as a whole.

19



DEFINITIONS

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

have the following meanings:

“2010-2013 Business the 2010-2013 business services agreement dated 19 July
Services Agreement” 2010 and entered into between CEC and the Company
“2013-2016 Business the 2013-2016 business services agreement dated 7 May
Services Agreement” 2013 and entered into between CEC and the Company
“2013-2016 Financial the comprehensive financial services agreement dated 7
Services Agreement” May 2013 and entered into between the Company and CEC
Finance
“associates” has the meaning ascribed to this term under the Listing
Rules
“Board” the board of Directors
“Bye-laws” the bye-laws of the Company as may be amended from time
to time
“CBRC” China Banking Regulatory Commission
“CEC” China Electronics Corporation Limited ( # 8 & 115 B &= %

LEE AR/ A ), a state-owned enterprise established under
the laws of the PRC and the ultimate controlling shareholder
of the Company

“CEC Finance” China Electronics Financial Co., Ltd. ( & T MFEHRE
(SR/NEID)
“CEC Group” CEC and its subsidiaries (other than the Group)
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“Company”

6 2
connected person

“Directors”

“Elimination of

Accumulated Losses”

“Financial Services

Agreement”

66Gr0up”

“HK$”

“Independent Board

Committee”

“Independent
Shareholders”

“Listing Rules”

China Electronics Corporation Holdings Company Limited

has the meaning ascribed to this term under the Listing
Rules

the directors of the Company

the elimination of the audited accumulated losses of the
Company of HK$214,534,000 as at 31 December 2012

the comprehensive financial services agreement dated 19
July 2010 and entered into between the Company and CEC

Finance

the Company and its subsidiaries

Hong Kong dollars, the lawful currency of Hong Kong

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 2013-2016
Business Services Agreement and the 2013-2016 Financial

Services Agreement and their respective proposed caps

shareholders of the Company other than CEC and its

associates

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

“PRC”

“Payment of Special
Dividend”

“RMB”

“Reduction of Share

Premium”

“SGM”

“Share(s)”

“Shareholder(s)”

“Share Premium

Account”

66%”

the People’s Bank of China

the People’s Republic of China

the payment of a special dividend of an aggregate amount in
cash of HK$50,746,800 (representing HK$0.03 per Share)
out of the contributed surplus account of the Company after

the Reduction of Share Premium becoming effective

Renminbi, the lawful currency of the PRC

the reduction of the Share Premium Account by
HK$600,000,000 and the transfer of the credit arising
from the reduction to the contributed surplus account of
the Company where it will be utilised by the Board in
accordance with the Bye-laws and all applicable laws,
including the Elimination of Accumulated Losses and the

Payment of Special Dividend

the special general meeting of the Company to be convened
to consider and, if thought fit, to approve (a) the 2013-2016
Business Services Agreement and the 2013-2016 Financial
Services Agreement and their respective proposed caps; and
(b) the Reduction of Share Premium and the Payment of

Special Dividend

share(s) of HK$0.01 each in the share capital of the
Company

shareholder(s) of the Company

the share premium account of the Company

per cent.
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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, 7 May 2013

As at the date of this announcement, the Board comprises two Non-executive Directors,
namely Mr. Rui Xiaowu (Chairman) and Mr. Zhao Guiwu (Vice Chairman), two Executive
Directors, namely Mr. Xie Qinghua (Managing Director) 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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