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VOLUNTARY ANNOUNCEMENT
COMMENCEMENT OF OPERATION

OF DE-INKED PULP PRODUCTION FACILITY

This announcement is made voluntarily by Youyuan International Holdings Limited
(the “Company”, together with its subsidiaries, the “Group”), for the latest business
development of the Group.

Commencement of operation of de-inked pulp production facility

The board of directors (the “Board”) of the Company is pleased to announce that a
new production facility for de-inked pulp with an annual production capacity of
60,000 tons has commenced operation in June 2013 at the Group’s production base
in Longhai, Fujian Province, the People’s Republic of China (“China”).

The management of the Group plans to fully utilise its de-inking technology to
produce de-inked pulp as a key raw material for its production. This approach will
help reduce the Group’s production and raw material costs and establish a strategic
advantage over many of its competitors.

Benefit from the use of de-inked pulp

Wood pulp, reclaimed pulp, de-inked pulp and recycled white paper are the principal
raw materials for the production of the Group’s products. For the year ended 31
December 2012, wood pulp accounted for the largest proportion of the raw materials
the Group uses (by weight), followed by de-inked pulp, reclaimed pulp, and recycled
white paper.
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The Group intends to utilise the additional capacity to meet its increasing demand for
de-inked pulp, with an aim to gradually replace reclaimed pulp with de-inked pulp
and reduce the proportion of wood pulp used in its production, thereby further
lowering its overall production and raw material costs. This move will also reduce the
Group’s dependence on wood pulp in its production process.

Information on de-inked pulp

De-inked pulp is purified and reusable pulp produced by removing ink and colour
from recovered paper. The Group has started to use de-inked pulp in its production
since 2007 with its first de-inking facility at the production based in Jinjiang, Fujian
Province, China. As at 31 December 2012, the Group has deinked pulp production
facilities with annual production capacities aggregating 90,000 tons.

In recent years, there have been an increasing number of paper manufacturers in
China which have started using de-inked pulp derived from recovered paper in their
production of wrapping tissue paper to reduce their production costs and strengthen
their competitiveness. The Group is among one of the few paper manufacturers in
China capable of manufacturing de-inked pulp to support production of wrapping
tissue paper.

General information

The Group is a leading wrapping tissue paper manufacturer in China principally
engaged in the manufacturing and sale of special paper products. Its principal
products include wrapping tissue paper, wall paper backing paper, copy paper and
other products.

This voluntary announcement is aimed at notifying the shareholders of the Company
and potential investors of the latest business development of the Group.

Shareholders of the Company and potential investors are advised to exercise
caution when dealing in the shares of the Company.
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