








“Max Vision” Max Vision Limited, a subsidiary of the Company





“subsidiary” or “subsidiaries” has the meaning ascribed to it under the Listing Rules







The total Consideration is RMB608 million (equivalent to approximately
HK$717.4 million) which comprises (1) the Share Consideration; and (2) the
Intellectual Property Consideration. The Intellectual Property Consideration has
already been paid in November 2017 to Shanghai Simcom and Shanghai Sunrise
by Simcom Wireless.

The Share Consideration is RMB518 million (equivalent to approximately
HK$611.2 million) which was determined after an arm’s length negotiation with
reference to, among other things, (1) the net asset value of the Target Companies
as at 30 June 2017; (2) the purchase price of the Wireless Communication



The proposed disposal of the assets and businesses to
u-blox AG was at a valuation of price-earnings (P/E)
ratio of 6.4 times (calculated by reference to the
consideration for the disposal of approximately
HK$409.5 million and the profit of the Wireless
Communic728.6(o959.8Modulmes)o959.8Bbusinessofapproximately



(c) Current
operations



Effective date and conditions:

The effectiveness of the Sale and Purchase Agreement is subject to the
satisfaction of the following conditions:

(1) the obtaining of all the internal approvals of the Transaction by
Shenzhen Sunsea (including approvals by its board of directors and
shareholders);

(2) the obtaining of all the internal approvals of the Transaction by
Simcom International (including approvals by its board of directors and
shareholders);

(3) the obtaining of all the internal approvals of the Transaction by the
Company (including approvals by its board of directors and
shareholders);

(4) the obtaining of the approvals of the Transaction by the shareholders of
the Target Companies;

(5) the obtaining of the approvals of the Transaction by, or the making of



(3) Simcom Electronic having been transferred to Simcom Wireless and the



Please refer to the paragraph headed “Reasons for and benefits of the
Transaction” for the reasons for the Company to provide the non-competition
undertaking.

Other terms:

Under the Sale and Purchase Agreement, the Group is responsible for the
loss (if any) of the parts and materials relating to wireless communication



However, the Group may incur other costs in connection with the transactions



(2) approximately 17.68% of the net proceeds (approximately HK$115.1 million)
for (a) upgrading the production facilities of the Group in Shanghai and the
above operations centre and development of an automated intelligent
3D-warehouse; (b) further implementation of the digitization, networking and
intelligent processes by Industry 4.0; and (c) enhancing the competitiveness
of the high-end handsets ODM (original design manufacturing) and EMS
(electronic manufacturing services) businesses; and

(3) approximately 51.38% of the net proceeds (approximately HK$334.6 million)
for the payment of a special interim dividend (subject to Completion) and
for general working capital. It is expected that approximately 35% of the
actual net gain from the transactions contemplated under the Sale and
Purchase Agreement will be used for the payment of a special interim
dividend and the balance will be used for general working capital. Further
details of the amount of the special interim dividend and the record date of





Set out below is a breakdown of the major assets and liabilities of the Target
Companies as at 31 December 2015 and 2016 and as at 30 June 2017 based on the financial
statements of the Target Companies prepared in accordance with International Financial
Reporting Standards:

Simcom Wireless Simcom Electronic
As at 31

December
2015

As at 31
December

2016

As at 30
June
2017

As at 31
December

2015

As at 31
December

2016

As at 30
June
2017

(HK$’000) (HK$’000) (HK$’000) (HK$’000) (HK$’000) (HK$’000)
(Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited)

Major assets:
Intangible assets 28,449 31,336 34,074 – – –
Inventories – – – – 284,732 243,494
Deposits, prepayments

and other receivables 46,956 4,016 5,267 4,535 19,320 20,121
Amounts due from group

companies 58,717 111,731 108,740 – 61,004 69,620
Amounts from import and

export apwnd – – – –

Major liabilitits:
– – – –



Simcom Wireless is an indirect wholly-owned subsidiary of the Company and its
principal business is the design and research and development of wireless communication
modules.

Simcom Electronic is an indirect wholly-owned subsidiary of the Company and its
principal business is the procurement, warehousing, logistics and sale of wireless
communication modules and related parts.



5.3 Business subject to the Transaction and non-competition undertaking

Under the Sale and Purchase Agreement, effectively, the Wireless Communication
Modules Business of the Group is subject to the disposal through the sale of the equity
interest in the Target Companies and the IP Transfer.

The Transaction involves the IP Transfer. The IP Assets are important for the
business of the Target Companies. Since Shenzhen Sunsea is acquiring the entire equity



5.4 Business model of the Group before and after the Transaction

(a) The business model of the Group’s Wireless Communication Modules
Business segment

The simplified business model of the Group’s Wireless Communication









As an OBM with regard to standalone wireless communication modules, the
Group has to keep inventories for parts and materials according to sales forecast. The
Group is, therefore, exposed to significant inventories risks. The Directors consider that
it is beneficial to the Shareholders to reduce the inventories risks.

Although the Group’s sales of 2G modules in the six months ended 30 June 2017



Industry Products Features



For the financial year ended 31 December 2016 and the six months ended 30 June
2017, the gross profit margin of the Sale of Handsets, Solutions and Intelligent



Based on the audited financial information of the Group for the year ended 31
December 2016, the turnover, costs of sales, gross profit and profit before taxation of
the Group for the same year before and after the Completion (based on the equivalent
sales income derived using the Pricing Formula as referred to under the paragraph
headed “Price” on page 30 of this circular (“Equivalent Sales Income





(2) With regard to standalone wireless communication modules, the business
model will be changed from OBM to EMS after the Completion. The Supply
Contract will enable the Group to continue to utilize its existing production
capacity and avoid its production capacity from being idle. To leave the
production capacity from being idle is, in fact, not considered to be in the
interests of the Shareholders. In addition, the Supply Contract will bring
revenue and profit to the Group. The provision of EMS under the Supply
Contract provides an additional stream of income to the Group, which is
beneficial to the Shareholders. Also, through the provision of EMS, the
Group will be able to maintain purchase volume with its suppliers under a
number of purchase contracts with suppliers for parts and materials of
wireless communication modules and, therefore, strengthen its bargaining





Where:



6.1.2 Parts and materials under the Supply Contract



Although the estimated maximum revenue generated (RMB1.5 billion for
2020) under the Supply Contract accounts for over 60% of the total revenue of
the Group in 2016, the Directors are of the view that other factors (such as the
number of customers of the Group other than the Target Companies and the
growth of the other business segments of the Group) should also be taken into
account which indicate these would indeed be a reduction in the reliance on the
Target Companies after the Completion. The percentage of the number of



6.2 Tenancy Agreement

6.2.1 Principal terms

The principal terms of the Tenancy Agreement are set out below:

Parties : Shanghai SIM Technology (as landlord)
Simcom Electronic (as tenant)

Properties being
leased

: 6/F and a portion of 7/F, Building B, SIM
Technology Building, No. 633 Jinzhong Road,
Changning District, Shanghai, the PRC�€�•
7�j	�
�9�—�¹
��–�R�) 633�î B�}�K�¬�4�Æ�4�¿�K�V�4�Å�±�•



6.2.2 Reasons for the Tenancy Agreement



To the best knowledge, information and belief of the Directors, having made all
reasonable enquiries, there is (1) no voting trust or other agreement or arrangement or
understanding entered into by or binding upon any Shareholder; and (2) no obligation or
entitlement of any Shareholder as at the Latest Practicable Date, whereby he has or may
have temporarily or permanently passed control over the exercise of the voting right in
respect of his Shares to a third party, either generally or on a case-by-case basis.
Accordingly, to the best knowledge, information and belief of the Directors, there exists no
discrepancy between any Shareholder’s beneficial shareholding interest in the Company and
the number of Shares in respect of which such Shareholder will control or will be entitled to
exercise control over the voting right at the SGM.

You will find enclosed a form of proxy for use at the SGM. Whether or not you are
able to attend the SGM, you are requested to complete and return the enclosed form of
proxy in accordance with the instructions printed thereon as soon as possible and in any
event not less than 48 hours before the time of the SGM to the Company’s principal place









management is confident that the Group will continue to be the EMS supplier in the







SUMMARY OF ASSETS VALUATION REPORT OF
THE VALUATION PROJECT IN RELATION TO THE PROPOSED VERIFICATION

OF PART OF THE TRANSFERRED INTANGIBLE ASSETS OF SHANGHAI SIMCOM
LIMITED AND SHANGHAI SUNRISE SIMCOM LIMITED

China Alliance Valuation Report (2018) No. 060012





Business scope: Design, research and development of wireless
communication products and related software, sales
of self-manufactured products, and provision of



Legal RepresenttuFve: Tang Rongrong



III. Subject and Scope of Valuation

The subject of this valuation is the value of the ownership of part of the intangible











(IV) Basis of pricing

1. The prevailing loan interest rate of the People’s Bank of China;

2. The relevant valuation information obtained by the valuer through on-site
visits and market research.

(V) Other basis

1. The Asset Appraisal Engagement Contract entered into by the Engagement
Parties and CAA.

2. Each type of assets valuation declaration form (“Declaration Form”)
provided by the intellectual property owner;

3. The income forecasts provided by the intellectual property owner;

4. The interview records of the intellectual property owner’s personNer;



The application of market method requires a mature and active market. The
economic indicators and technical characteristics of the assets selected as
references should be comparable with those of the appraised assets and at
the same time these information are collectable. Given the difficulties in
obtaining comparable references for the appraised assets, market method was
not adopted.

2. Cost method estimates the cost incurred for repurchasing or constructing
assets with functions similar to those of the appraised assets by an assumed
asset purchaser on the valuation benchmark date for the purpose of



Ri – Income for the i-th year

r – Discount rate

n – Income period

The income period is the period in which the intangible assets can be used to
generate income effectively.

(III) Determination of major valuation parameters

1. Determination of sales income

The sales income from principal activities is derived from the sales of IOT
wireless communication module and relevant integrated products. In terms of
product specification, the general product types include 2G, 3G, 4G and GNSS
products. We analyze corporate operation, historical sales and unit prices of
products, the positioning and business planning of each product type of the
Engagement Parties to give a reasonable forecast of product sales and prices. The









C. Equity market risk factor of the comparable companies (� )

Wind is a company in China engaged in the research on� and
provides the formula to calculate�



Rc: the expected rate of return on the investment in current assets
(capital);

Rf: the expected rate of return on the investment in fixed assets
(capital);

Ri: the expected rate of return on the investment in intangible assets
(capital);

T: corporate income tax rate (15%).

We believed that the risk of investment in current assets is the lowest,
therefore the expected rate of return is also the lowest. We adopted the
average one-year bank loan rates (i.e. 4.35%) as the expected rate of return
before tax for investment in current assets. The risk of investment in fixed
assets is higher than that of investment in current assets, hence the expected
rate of return on such investment is higher than that of investment in current
assets. Therefore, we adopted the weighted average ratio between return on



6. Determination of the service life of intangible assets

It is generally considered that each technology has its economic service life.
The longer the economic service life, the higher value is the technology and vice





In the event of any change of the aforesaid conditions, the valuation conclusion will
become invalid in general.

X. Valuation Conclusion

The market value of the ownership of the intangible assets was valued at RMB88.7
million as at the valuation benchmark date (i.e. 30 November 2017), which comprised
ownership of invention patents and utility model patents with an appraised value of RMB4.2
million and ownership of trademarks with an appraised value of RMB84.5 million.

XI. SPECIAL MATTERS

Users of this valuation report are advised to pay attention to the following special
matters in this valuation report:







XIII.DATE OF THE ASSETS VALUATION REPORT



The following are the letters both dated 18 January 2018 from (1) the Auditor to the





2. LETTER FROM THE FINANCIAL ADVISER



1. RESPONSIBILITY STATEMENT



Name of Director Nature of interest
Number of

Shares held

Number of
underlying

Shares held Total

Approximate



Notes:

1. The relationship between Info Dynasty and Mr Wong and the relationship between Info Dynasty and
Mrs Wong is disclosed under the paragraph headed “2. Disclosure of Interests of Directors and Chief
Executive” above.

2. The relationship between Intellipower and Mr Wong and the relationship between Intellipower and
Mrs Wong is disclosed under the paragraph headed “2. Disclosure of Interests of Directors and Chief
Executive” above.

4. MATERIAL CONTRACTS



5. DIRECTORS’ SERVICE CONTRACTS

As at the Latest Practicable Date, none of the Directors had any existing or proposed
service contract with any member of the Group (excluding contracts expiring or
determinable by the employer within one year without payment of compensation other than
statutory compensation).

6. LITIGATION

As at the Latest Practicable Date, to the best of the Directors’ knowledge, information
and belief, none of the members of the Group was engaged in any litigation, arbitration or
claim of material importance and no litigation, arbitration or claim of material importance
was known to the Directors to be pending or threatened against any member of the Group.

7. DIRECTORS’ COMPETING INTERESTS

To the best knowledge of the Directors, as at the Latest Practicable Date, none of the
Directors or their respective close associates had any interests in a business, which competes
or is likely to compete either directly or indirectly with the business of the Group which
would be required to be disclosed under Rule 8.10 of the Listing Rules, as if the Directors
were controlling shareholders.



(a) As at the Latest Practicable Date, neither CIMB, China Alliance nor Deloitte had
any interest, direct or indirect, in any member of the Group or any right (whether
legally enforceable or not), to subscribe for or to nominate persons to subscribe
for securities in any member of the Group.

(b) As at the Latest Practicable Date, neither CIMB, China Alliance nor Deloitte had
any interest, direct or indirect, in any assets which have been since 31 December
2016, the date up to which the latest published audited financial statements of the
Company were made up, acquired or disposed of by or leased to any member of
the Group, or are proposed to be acquired or disposed of by or leased to any
member of the Group.

(c) Each of CIMB, China Alliance and Deloitte has given and has not withdrawn its



(f) the written consents as referred to in the section headed “Qualifications and
Consents of Experts” in this appendix;

(g) the material contracts referred to in the section headed “Material Contracts” in
this appendix;

(h) the February Circular; and

(i) this circular.






