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INSIDE INFORMATION

POSSIBLE ACQUISITION OF
FURTHER EQUITY INTEREST IN XIN WING

CONSTITUTING NOTIFIABLE AND CONNECTED TRANSACTION

POSSIBLE ACQUISITION

The Board is pleased to announce that, on 10 August 2016 (after trading hours), Xi

Yuan, a wholly-owned subsidiary of the Company, the Target Group and Ms. Ke

entered into the MOU in relation to the Possible Acquisition. The principal terms of

the Possible Acquisition as set out in the MOU are summarized as follows:

Date:

10 August 2016 (after trading hours)

Parties:

(1) Xi Yuan;

(2) Target Group; and

(3) Ms. Ke.
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Interest to be acquired:

Pursuant to the MOU, Xi Yuan, a wholly-owned subsidiary of the Company, will
purchase, and Ms. Ke will sell, 3,900 Class A Ordinary Shares, representing 39.0%
of the equity interest of Xin Wing, held by Ms. Ke. Taking into account the 4,100
Class B Ordinary Shares currently owned by Xi Yuan, and assuming completion of
the 2,000 Class B Ordinary Shares currently owned by Cathay Fund which Xi Yuan
has offered to acquire as disclosed in the Company’s announcement dated 26 July
2016, upon Completion, Xin Wing will become a wholly-owned subsidiary of Xi
Yuan, and the financial results of Xin Wing will be consolidated into the financial
results of the Group.

Consideration:

US$38,830 per Class A Ordinary Share, and the total consideration of
US$151,437,000 (the “Total Consideration”) shall be payable in cash (in US$ or
HK$ as agreed between the parties) by Xi Yuan according to the following schedule:

1. not less than 50% of the Total Consideration to be settled within 3 business days
after completion of the transfer of 3,900 Class A Ordinary Shares from Ms. Ke
to Xi Yuan (the “Share Transfer”). The parties agree that the date of the Share
Transfer as well as the date of settlement of the Total Consideration shall be not
later than 17 February 2017; and

2. the balance of the Total Consideration, if any, shall be settled within 18 calendar
months after completion of the Share Transfer but in any event not later than 17
August 2018.

Binding effect:

Save for certain provisions relating to, among other things, consideration, schedule
of settlement of consideration and confidentiality, the MOU is not legally binding
between the parties. If the Possible Acquisition is materialised, the parties will enter
into definitive and legally binding sale and purchase agreement and related
documents.

REASONS FOR AND BENEFITS OF THE POSSIBLE ACQUISITION

The Group is principally engaged in the business of manufacturing and wholesale
distribution of wrapping tissue paper, copy paper and other specialty paper products.
In 2014, the Group diversified its business and ventured into the manufacturing of
high quality wall paper backing paper, leveraging its expertise in specialty paper
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manufacturing and capitalizing on the growing demand for premium home

refurbishment products. Customers of the Group’s high quality wall paper backing

paper are primarily manufacturers of high quality wall paper products who the Group

believes have been seeking local suppliers for sourcing of high quality wall paper

backing paper, substituting overseas suppliers.

The Target Group is principally engaged in the manufacturing and distribution of

wallpaper products with manufacturing facilities located in Zhangzhou, Fujian, the

PRC. The Target Group principally sells their own branded wallpapers to distributors

primarily located in Fujian, Beijing, Shanghai, Chengdu and Guangzhou. In addition,

the Target Group is also engaged in the manufacture of wallpaper for its OEM

customers.

Our Directors believe that the Possible Acquisition allows the Group to further

leverage its experience and expertise in manufacturing of high quality wall paper

backing paper to expand the product offerings of the Group to cover high quality wall

paper finished products, thus enabling the Group to move up its market position in

the paper industry value chain. As at the date of this announcement, the Group has

no transactions with the Target Group. Subject to the Group’s production line of wall

paper backing paper operating at optimal level, the Group may in the future sell the

wall paper backing paper to the Target Group, which the Target Group can utilize to

produce high quality wall paper finished products for selling to its customers and/or

cross selling to customers of the Group.

The Possible Acquisition represents the Group’s efforts in gradually expanding its

product portfolio, which at present predominantly comprises industrial products and

the target customers of which are other manufacturers, to cover consumer

end-products targeting at end-users. The Directors consider that, on the basis that Xin

Wing shall become a wholly owned subsidiary of the Company upon completion of

the Possible Acquisition and the Group can exert control over Xin Wing, the Group

can enjoy the benefit of its strategy to expand product portfolio through its equity

interest in the Target Group and exercise its control over Xin Wing to ensure that the

Target Group is consistent with such long term strategies of the Group.

BACKGROUND INFORMATION OF THE GROUP, THE TARGET GROUP
AND MS. KE

The Group is principally engaged in the business of manufacturing and trading of

wrapping tissue paper, copy paper and other specialty paper products.
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The Target Group is principally engaged in the manufacturing and distribution of

wallpaper in PRC with manufacturing facilities located in Zhangzhou, Fujian, the

PRC and is owned as to 41.0%, 20.0% and 39.0% by Xi Yuan, Cathay Fund and Ms.

Ke, respectively, as of the date of this announcement.

Ms. Ke is the daughter of Mr. Ke Wentuo, the Chairman, executive Director and

controlling Shareholder of the Company, and the sister of Mr. Ke Jixiong, the Chief

Executive Officer and executive Director.

GENERAL

The Possible Acquisition, if materialized, will be aggregated with the acquisition of
41.0% Xin Wing interest as disclosed in the Company’s announcement and circular
dated 28 October 2015 and 31 December 2015, respectively, which has been
completed on 5 February 2016, and the proposed acquisition of 20.0% Xin Wing
interest from Cathay Fund as disclosed in the Company’s announcement dated 26
July 2016, and will constitute a notifiable transaction under Chapter 14 of the Listing
Rules and a connected transaction under Chapter 14A of the Listing Rules. The
Company will issue further announcement(s) as and when appropriate in compliance
with the Listing Rules.

As the Possible Acquisition may or may not proceed, Shareholders and potential
investors are urged to exercise caution when dealing in the Shares.

DEFINITIONS

Unless the context requires otherwise, the following expressions shall have the
following meanings in this announcement:

“Board” the board of Directors

“business day” a day (other than Saturday, Sunday, public holiday and
any day on which a typhoon signal 8 or above is hoisted
or a black rainstorm warning is given in Hong Kong at
any time during 9:00 a.m. to 5:00 p.m.) on which banks
in Hong Kong are open for general banking business

“Cathay Fund” Cathay Capital Holdings III, L.P., an exempted limited
partnership formed in the Cayman Islands

“Class A Ordinary
Shares”

class A ordinary shares of US$1.00 each in the issued
share capital of Xin Wing
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“Class B Ordinary
Shares”

class B ordinary shares of US$1.00 each in the issued
share capital of Xin Wing

“Company” Youyuan International Holdings Limited, a company
incorporated in the Cayman Islands with limited
liability and the Shares of which are listed on the Stock
Exchange

“Completion” completion of the Possible Acquisition

“Director(s)” the Director(s) of the Company

“Group” the Company and its subsidiaries

“HK$” Hong Kong dollars, the lawful currency of Hong Kong

“Hong Kong” the Hong Kong Special Administrative Region of the
PRC

“Listing Rules” the Rules Governing the Listing of Securities on the
Stock Exchange, as amended from time to time

“Ms. Ke” Ms. Ke Jinzhen (柯金珍), the daughter of Mr. Ke
Wentuo, the Chairman, executive Director and
controlling Shareholder of the Company and thus a
connected person of the Company

“MOU” the non-legally binding memorandum of understanding
dated 10 August 2016 entered into between Xi Yuan, the
Target Group and Ms. Ke in relation to the Possible
Acquisition

“PRC” the People’s Republic of China which, for the purposes
of this announcement, excludes Hong Kong, Macau
Special Administrative Region of the PRC and Taiwan

“Possible Acquisition” the possible acquisition by Xi Yuan of the 3,900 Class
A Ordinary Shares owned by Ms. Ke
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“Share(s)” ordinary shares of HK$0.10 each in the share capital of
the Company

“Shareholder(s)” the holder(s) of the Share(s)

“Stock Exchange” The Stock Exchange of Hong Kong Limited

“Target Group” Xin Wing and its subsidiaries, including Yi Yuan
(Hong Kong) Holdings Limited, Fujian Sunreal
Pro-environmental Wallpaper Co., Ltd. (福建聖莉雅環
保壁紙有限公司) and Fujian Taisheng Wallpaper Co.,
Ltd.* (福建泰聖壁紙有限公司)

“US$” United States Dollars, the lawful currency of the United
States

“Xin Wing” Xin Wing Enterprises Limited, a limited liability
company incorporated under the laws of British Virgin
Islands and wholly-owned by Ms. Ke as of the date of
this announcement

“Xi Yuan” Xi Yuan Paper Limited, a limited liability company
incorporated under the laws of British Virgin Islands
and an wholly-owned subsidiary of the Company

“%” per cent

* For identification purpose only

By Order of the Board
Youyuan International Holdings Limited

KE Wentuo
Chairman

Hong Kong, 10 August 2016

As at the date of this announcement, the executive directors of the Company are Mr. Ke Wentuo,

Mr. Ke Jixiong, Mr. Cao Xu and Mr. Zhang Guoduan and the independent non-executive directors of

the Company are Prof. Zhang Daopei, Prof. Chen Lihong and Mr. Chow Kwok Wai.
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