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YANION INTERNATIONAL HOLDINGS LIMITED

(Incorporated in Bermuda with limited liability)

DISCLOSEABLE TRANSACTION

Investment in a pharmaceutical enterprise in the PRC

On 2 January 2002, the Group entered into a conditional agreement to acquire the entire issued share capital of Korning Investments for a consideration of US$12,800,000 (equivalent to HK$99,840,000). Korning Investments will, through a wholly-owned subsidiary, form a sino-foreign joint venture with an independent pharmaceutical enterprise in the PRC. Through such venture, the Group will secure certain operating assets and rights for the development of the pharmaceutical business in the PRC. 

As the Acquisition may or may not be completed and the PRC JV may or may not be formed, shareholders and investors should exercise caution when dealing in the shares of the Company.

The Agreement

The Directors are pleased to announce that, on 2 January 2002, the Purchaser has entered into the Agreement with the Vendor, an independent third party who is independent of and not connected with the directors, chief executives or substantial shareholders of the Company or any of its subsidiaries or their respective associates, to acquire the entire issued share capital of Korning Investments for a consideration of US$12,800,000 (equivalent to HK$99,840,000 (note 1)). The only asset of Korning Investments is a 100% interest in Star Wisdom.
Star Wisdom and the PRC JV

Star Wisdom would propose to form the PRC JV with a PRC party in the proportion of 60% and 40% respectively. The PRC party has been engaged in the manufacturing and sale of pharmaceuticals in the PRC and is independent of and not connected with the directors, chief executives or substantial shareholders of the Company or any of its subsidiaries or their respective associates. It is proposed that the PRC JV shall be engaged in the pharmaceutical business in the PRC.

It is a condition to the completion of the Acquisition that a formal joint venture contract shall be entered into between Star Wisdom and the PRC party in respect of the PRC JV which shall include, among other things, the following principal terms (1) the total investment and registered capital of the PRC JV shall both be RMB40,000,000; (2) Star Wisdom shall contribute the HK dollar or the US dollar equivalent of RMB24,000,000 in cash to the PRC JV for a 60% interest; and (3) the PRC party shall hold 40% interest in the PRC JV by contributing RMB16,000,000 worth of tangible and intangible assets, which shall include (a) all approvals, licenses and other intellectual property relating to the development, manufacture, distribution and sale of certain medicines, (b) machineries and equipment and (c) exclusive right to distribute and sell certain specified medicines and other medicines developed and to be developed by the PRC party (collectively the "Principal Terms"). No accounts have been prepared by both Korning Investments and Star Wisdom since their incorporation on 19 January 2001 and 8 November 2001 respectively.

Consideration and Completion of the Acquisition

The consideration of USD12,800,000 shall be payable upon completion of the Acquisition. The consideration, together with the capital contribution of RMB24,000,000 to be made by Star Wisdom to the PRC JV, will be paid by the Group from its internal resources. There is no provision in the PRC JV for any further capital commitment by Star Wisdom.

Completion of the Acquisition shall take place on the fifth Business Day immediately after all the conditions referred to in the section headed "Conditions of the Acquisition" below have been duly fulfilled or waived by the Purchaser on or before 30th April 2002 or at such other date as may mutually be agreed in writing between the Purchaser and the Vendor (the "Long Stop Date").
Conditions of the Acquisition

Completion of the Acquisition is conditional on the satisfaction of, among others, the following conditions, on or before the "Long Stop Date":-

(a)
the financial and legal due diligence review of the business to be engaged by the PRC JV to be conducted by the Purchaser and/or its advisers being satisfactory to the Purchaser (such review includes review of historical profitability, research and medical reports, market statistics and PRC legal opinion on patents of the medicines to be acquired by the PRC JV);

(b)
the entering into of the formal joint venture contract and the articles of association of the PRC JV which shall include, among others, the Principal Terms; and

(c)
a legal opinion issued by a reputable firm of PRC lawyers acceptable to the Purchaser confirming that (i) the formal joint venture contract and the articles of association described in (b) above comply with all applicable laws and regulations of the PRC; and (ii) no laws or regulations have been promulgated or enacted by any government or regulatory or administrative bodies in the PRC which will prohibit or be materially prejudicial to the operation of the PRC JV as contemplated under such joint venture contract and the articles of association of the PRC JV.

Reason for the Proposed Investment

The Directors are of the view that the proposed investment would widen the business scope of the Group which would benefit from the growth of the PRC economy. Although no accounting information were available for Korning Investments and the PRC JV, the Directors consider that the consideration for the Acquisition was agreed after arm's length negotiation and having taken into account of (i) the expected business potentials of the PRC JV, (ii) certain medicines to be injected from the PRC party will have a ready market and (iii) the preliminary estimated future income of the PRC JV. The Directors estimate that the profits to be generated from the PRC JV will commensurate with the consideration payable for the Acquisition. Moreover, the Directors believe that upon completion of the Acquisition, the PRC JV will also have access to future medicines to be developed by the PRC party which would further enhance the Company's profitability. Further announcement will be made at completion of the Acquisition to disclose details of assets acquired.

General

The principal activity of the Company is investment holding.

The Acquisition constitutes a discloseable transaction for the Company under Rule 14.12 (1) of the Listing Rules. A circular containing further details of the Acquisition will be despatched to shareholders of the Company as soon as practicable.

Terms used in this announcement

"Acquisition"
the acquisition by the Purchaser from the Vendor of all the shares in Korning Investments

"Agreement"
the conditional sale and purchase agreement entered into between the Vendor, the Purchaser and the Company on 2 January 2002 in connection with the Acquisition

"associate(s)"
has the meaning ascribed to it under the Listing Rules

"Board"
the board of Directors

"Company"
Yanion International Holdings Limited, a company incorporated in Bermuda with limited liability and the shares of which are listed on the Stock Exchange

"Director(s)"
the director(s), including independent non-executive directors, of the Company

"Group"
the Company and its subsidiaries

"Hong Kong"
the Hong Kong Special Administrative Region of the PRC

"Korning Investments"
Korning Investments Limited, a company incorporated in the British Virgin Islands on 19 January 2001

"Listing Rules"
Rules Governing the Listing of Securities on the Stock Exchange

"PRC"
the People's Republic of China

"PRC JV"
a sino-foreign equity joint venture to be formed by Star Wisdom and a PRC party which will be engaging in the pharmaceutical business in the PRC

"Purchaser"
Yacata Limited, a wholly-owned subsidiary of the Company

"Star Wisdom"
Star Wisdom Investments Limited, a company incorporated in the British Virgin Islands on 8 November 2001

"Stock Exchange"
The Stock Exchange of Hong Kong Limited

"Vendor"
Mr. Chen Wen-Suei, Brian

Note 1:  Exchange rate US$1.0=HK$7.8

By Order of the Board

YANION INTERNATIONAL HOLDINGS LIMITED

Chiu Lai Chun, Rhoda

Company Secretary

Hong Kong, 3 January 2002

"Please also refer to the published version of this announcement in the Hong Kong i-mail"
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