The Stock Exchange of Hong Kong takes no responsibility for the contents of this announcement, makes no representation as to its accuracy or completeness and expressly disclaims any liability whatsoever for any loss howsoever arising from or in reliance upon the whole or any part of the contents of this announcement.
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MANDATORY UNCONDITIONAL CASH OFFER BY DELOITTE & TOUCHE CORPORATE FINANCE LIMITED ON BEHALF OF PROBEST HOLDINGS INC., A WHOLLY-OWNED SUBSIDIARY OF TOMORROW INTERNATIONAL HOLDINGS LIMITED TO ACQUIRE ALL THE ISSUED SHARES IN SWANK INTERNATIONAL MANUFACTURING COMPANY LIMITED (OTHER THAN THOSE SHARES ALREADY OWNED OR AGREED TO BE ACQUIRED BY PROBEST HOLDINGS INC. OR PARTIES ACTING IN CONCERT WITH IT)

Reference is made to the joint announcement dated 1 March 2002 by Tomorrow and Swank in respect of the mandatory unconditional cash offer by Deloitte & Touche Corporate Finance Limited on behalf of Probest, a wholly-owned subsidiary of Tomorrow to acquire all the issued shares in Swank (other than those already owned or agreed to be acquired by Probest or parties acting in concert with it) (the "Offer"). 

Pursuant to the Offer and the requirements by the Code, on 18 March 2002, the Company despatched an Offeree Board Circular to all Shareholders, which contains, among other things, information on the Swank Group and the respective advice from Swank's Independent Board Committee and the Joint Independent Financial Advisers to Swank's Independent Board Committee.

The Offer which commenced on Monday, 4 March 2002, the date of the despatch of the Offer Document, will remain open for acceptances until 4:00 p.m. on Tuesday, 2 April 2002.

Shareholders are advised to read the Offer Document and the Offeree Board Circular, which contains the recommendation of Swank's Independent Board Committee, formed after taking into consideration the opinion of its Joint Independent Financial Advisers, carefully before deciding whether or not to accept the Offer.

The following is a reproduction of the text from section 4,5 and 6 of the Appendix I Financial information of the Offeree Board Circular:

Unaudited consolidated results for the year ended 31 December 2001

Swank International Manufacturing Company Limited Consolidated profit and loss account (Unaudited)


For the year ended



31 December 2001



HK$'000






Turnover
240,311






Loss from operations
(14,102
)

Finance cost
(21,452
)

Share of profits of associates
5,353


Other items:



 Impairment losses on interest in associates (Note 1)
(24,068
)

  Impairment loss on fixed assets (Note 2)
(4,777
)

  Deficit arising on the revaluation of land and 



    buildings of the Swank Group (Note 3)
(1,887
)

Others
(989
)





Loss from ordinary activities before taxation
(61,922
)

Taxation
(296
)





Loss from ordinary activities after taxation
(62,218
)

Minority interest
180






Loss attributable to Shareholders
(62,038
)





Notes:

1.
Impairment losses on interest in associates relate to the Swank Group's interest in Hanson International Optical Industrial Co. Ltd. and Po Tai Commercial & Industrial Limited.

2.
It represents the impairment loss on a plot of land of the Swank Group located in the PRC with a carrying value of approximately HK$13 million, net of the related revaluation surplus of approximately HK$8 million standing on the Swank Group's property reserve account at 31 December 2001. The Swank Group has not obtained the land use right certificates in respect of the land which is not occupied by the Swank Group. Accordingly, the Directors consider that there is no recoverable value in respect of this plot of land and the corresponding carrying value is reduced to nil at 31 December 2001.

3.
This represents the deficit arising on the revaluation of land and buildings of the Swank Group as at 31 January 2002 as compared with the carrying value of such land and buildings as at 31 December 2001.

4.
Apart from the plot of land mentioned in note 2 above, the remaining land and buildings of the Swank Group also have title issues. Their net book value at 31 December 2001 amounted to HK$56 million. Please refer to the "Property Valuation, title issues and pro forma adjusted unaudited consolidated shareholders' deficit of the Swank Group as at 31 December 2001" on page 11 and 12 of the Offeree Board Circular which reflects the financial situation in which the Swank Group would have suffered from the total loss in its land and buildings.

Pro forma adjusted unaudited consolidated shareholders' deficit as at 31 December 2001

The following statement of pro forma adjusted unaudited consolidated shareholders' deficit of the Swank Group as at 31 December 2001 is based on the shareholders' deficit of the Swank Group as at 31 December 2000 as shown in the audited consolidated financial statements of the Swank Group, and adjusted as follows:


HK$'000




Audited consolidated shareholders' deficit


  of the Swank Group as at 31 December 2000
322,928

Unaudited consolidated loss attributed to


  Shareholders for the year ended


  31 December 2001
62,038

Add: Reserve movements in connection with


  ­ Decrease in property revaluation reserve upon the impairment of a plot


        of land of the Swank Group in the PRC
8,173

  ­ Decrease in capital reserve upon the impairment of the Swank Group's 


        interest in an associate
5,125

  ­ Decrease in translation reserve on disposal of Swank China Retail
518

  ­ Deficit arising from the revaluation of land and 


        buildings of the Swank Group (Note 3 above)
1,300

  ­ Opening balance adjustment to comply with the Hong Kong SSAP 28
1,000

  ­ Exchange differences arising from consolidation
281




Unaudited consolidated shareholders' deficit


  of the Swank Group as at 31 December 2001
401,363

Less: Conversion of Convertible Bond into


  1,500,000,000 new Swank Shares
(300,000)

Less: Release and discharge of accrued


  interest on the HK$250,000,000 Bank Debts
(14,263)

Add: Estimated restructuring costs
7,000




Pro forma adjusted unaudited consolidated shareholders' deficit of


  the Swank Group as at 31 December 2001
94,100

Material changes

The Directors are aware of the following material changes in the financial and trading position of the Swank Group since 31 December 2000, being the date to which the latest audited consolidated financial statements of the Swank Group were made up.

(i)
As at 31 December 2001, the Swank Group has recorded impairment losses on interest in its associates', Hanson International Optical Industrial Co., Ltd and Po Tai Commercial & Industrial Limited, amounting to HK$24 million. The impairment of losses represents the net result of the carrying value of the associated companies of HK$29 million and the corresponding capital reserve of HK$5 million. The impairment losses were triggered by the fact that these associates had ceased production and could not obtain proper titles of the properties, which were the major assets owned by the associates.

(ii)
As at 31 December 2001, the Swank Group has recorded an impairment loss on a plot of land amounting to HK$4.8 million, which represents the net result of the carrying value of the land of HK$13 million and the corresponding revaluation reserve of HK$8 million. The impairment loss was triggered by the fact that the Swank Group could not obtain proper title on this plot of land which is not occupied by the Swank Group.

(iii)
In accordance with the Sale and Purchase Agreement, the HK$300,000,000 Convertible Bond was converted into 1,500,000,000 new Swank Shares.

(iv)
In accordance with the Sale and Purchase Agreement, the Vendor had agreed to release and discharge the Swank Group for accrued interest amounting to HK$14.3 million. This results in a reduction in Swank's unaudited consolidated shareholders' deficit.

In this announcement, unless the context otherwise requires, the following terms shall have the following meanings:

"Bank Debts"
the principal aggregated amount of HK$250,000,000 owed by the Swank Group to Probest;




"Barits"
Barits Securities (Hong Kong) Limited, one of the joint independent financial advisers to the Independent Board Committee, a dealer and an investment adviser registered under the Securities Ordinance;




"Board"
board of Directors;




"Convertible Bond"
HK$300,000,000 convertible notes which were converted into 1,500,000,000 new Swank Shares on 1 March 2002;




"Code"
The Hong Kong Code on Takeover and Mergers;




"CSC Asia"
CSC Asia Limited, one of the joint independent financial advisers to the Independent Board Committee, an investment adviser registered under the Securities Ordinance;




"Director(s)"
director(s) of Swank;




"Independent Board Committee"
An independent board committee of Swank comprising Mr. Gerald Dobby and Mr. Wu Sai Wing;




"Joint Independent Financial Advisers"
Barits and CSC Asia;




"Offer Document"
the document dated 4 March 2002 issued by the Probest in relation to the Offer;




"Offeree Board Circular"
the document dated 18 March 2002 issued by Swank;




"PRC"
the People's Republic of China;




"Probest"
Probest Holdings Inc., a company incorporated in the British Virgin Island and which is a wholly-owned subsidiary of Tomorrow;




"Shareholder(s)"
Shareholder(s) of Swank;




"SSAP 28"
Statements of Standard Accounting Practice 2.128 - Provisions, contingent liabilities and contingent assets;




"Stock Exchange"
The Stock Exchange of Hong Kong Limited;




"Swank China Retail"
Swank China Development Company Limited and its subsidiary companies, a company incorporated in Hong Kong with limited liability of which prior to the disposal is a 70 per cent - owned subsidiary of Swank;




"Swank" or "the Company"
Swank International Manufacturing Company Limited, a company incorporated in Hong Kong with limited liability whose securities are listed on The Stock Exchange of Hong Kong Limited;




"Swank Group"
Swank and its subsidiaries;




"Swank Share(s)"
share(s) of HK$0.20 each in issue in the capital of Swank




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




"HK$"
Hong Kong dollars and cents, respectively, the lawful currency of Hong Kong.

By order of the Board

Mr Tam Wing Kin

Company Secretary

Hong Kong, 18 March 2002

The directors of the Company jointly and severally accept full responsibility for the accuracy of the information in this announcement and confirm, having made all reasonable enquiries, that to the best of their knowledge, opinions expressed in this announcement have been arrived at after due and careful consideration and there are no other facts not contained in this announcement the omission of which would make any of their statements in this announcement misleading.

Please also refer to the published version of this announcement in the Hong Kong i-Mail (English) and Hong Kong Economic Times (Chinese).
Page 1 of 1
Swank International Manufacturing Company Limited – Mandatory Unconditional Cash Offer Announcement

18 March, 2002


