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TOMORROW INTERNATIONAL HOLDINGS LIMITED

Notice of Annual General Meeting

NOTICE IS HEREBY GIVEN THAT the Annual General Meeting of the Company will be held at
Unit 903-906, 9th Floor, Tower I, Harbour Centre, 1 Hok Cheung Street, Hunghom, Kowloon,
Hong Kong on Wednesday, 29 May 2002 at 11:30 a.m. for the following purposes:

—

>

w

To receive and consider the audited financial statements and the reports of the directors and
auditors for the year ended 31 December 2001.

To re-elect retiring directors and to authorise the board of directors to fix the directors’

remuneration.

To re-appoint auditors and to authorise the board of directors to fix their remuneration.

As special business, to consider and, if thought fit, pass with or without amendments, the

following resolutions as ordinary resolutions:

(A) “THAT:

(1)

(ii)

(iii)

subject to sub-paragraph (iii) of this resolution, the exercise by the directors of the
Company during the Relevant Period (as hereinafter defined) of all the powers of the
Company to allot, issue and deal with additional shares of HK$0.10 cach in the capital
of the Company and to make or grant offers, agreements and options which might
require the exercise of such powers, be and is hereby generally and unconditionally

approved;

the approval in sub-paragraph (i) of this resolution shall authorise the directors of the
Company during the Relevant Period to make or grant offers, agreements and options

which might require the exercise of such powers after the end of the Relevant Period;

the aggregate nominal amount of share capital allotted or agreed conditionally or
unconditionally to be allotted (whether pursuant to an option or otherwise) and issued
by the directors of the Company pursuant to the approval in sub-paragraph (i) of this
resolution, otherwise than pursuant to (a) a Rights Issue (as hereinafter defined); (b)
the exercise of rights of subscription or conversion attaching to any warrants issued by
the Company or any securities which are convertible into shares of the Company; (c)
any share option scheme of the Company; and (d) any scrip dividend or similar
arrangement providing for the allotment of shares in the Company in lieu of the whole
or part of a dividend on shares in accordance with the Bye-laws of the Company in
force from time to time; shall not exceed 20 per cent. of the aggregate nominal
amount of the share capital of the Company in issue on the date of the passing of this
resolution and the approval granted under (A)(i) and A(ii) shall be limited accordingly;

and
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TOMORROW INTERNATIONAL HOLDINGS LIMITED

Notice of Annual General Meeting (continued)

(iv)

for the purpose of this resolution:

“Relevant Period” means the period from the date of the passing of this resolution

until whichever is the earliest of:
(a) the conclusion of the next annual general meeting of the Company;

(b) the expiration of the period within which the next annual general meeting of the
Company is required by the Bye-laws of the Company or any applicable laws to
be held; or

(c) the revocation or variation of the authority set out in this resolution by an

ordinary resolution of the shareholders of the Company in general meeting.

“Rights Issue” means an offer of shares, or offer or issue of warrants, options or other
securities giving rights to subscribe for shares of the Company open for a period fixed
by the directors of the Company to holders of shares of the Company whose names
appear on the register of members on a fixed record date in proportion to their then
holdings of such shares (subject to such exclusion or other arrangements as the
directors of the Company may deem necessary or expedient in relation to fractional
entitlements or having regard to any restrictions or obligations under the laws of, or
the requirements of, any recognised regulatory body or any stock exchange in any

territory applicable to the Company).”

(B) “THAT:

(1)

(ii)

subject to sub-paragraph (ii) of this resolution, the exercise by the directors of the
Company during the Relevant Period (as hereinafter defined) of all the powers of the
Company to repurchase issued shares in the capital of the Company subject to and in
accordance with all applicable laws and the Bye-laws of the Company, be and is hereby
generally and unconditionally approved;

the aggregate nominal amount of shares in the capital of the Company which the
Company is authorised to repurchase pursuant to the approval in sub-paragraph (i) of
this resolution shall not exceed 10 per cent. of the aggregate nominal amount of the
share capital of the Company in issue on the date of the passing of this resolution and

the approval granted under paragraph (B)(i) shall be limited accordingly; and
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TOMORROW INTERNATIONAL HOLDINGS LIMITED

of Annual General Meeting (continued)

(€)

(iii) for the purpose of this resolution:

“Relevant Period” means the period from the date of the passing of this resolution

until whichever is the earliest of:
(a) the conclusion of the next annual general meeting of the Company;

(b) the expiration of the period within which the next annual general meeting of the
Company is required by the Bye-laws of the Company or any applicable laws to
be held; or

(c) the revocation or variation of the authority set out in this resolution by an

ordinary resolution of the shareholders of the Company in general meeting.

“THAT the general mandate granted to the directors to exercise the powers of the
Company to allot, issue and otherwise deal with shares of the Company pursuant to
resolution numbered 4(A) above be and is hereby extended by the addition to the aggregate
nominal amount of the share capital of the Company which may be allotted by the directors
pursuant to such general mandate an amount representing the aggregate nominal amount of
the share capital of the Company repurchased by the Company under the authority granted

pursuant to resolution numbered 4(B) above.”

5. As special business, to consider and, if thought fit, pass with or without modification, the

following resolutions as ordinary resolutions:

(A)

“THAT subject to and conditional upon The Stock Exchange of Hong Kong Limited (the
“Stock Exchange”) granting the approval for the new Share Option Scheme of the Company
(the “Scheme”), the rules of which are contained in the document marked “A” produced to
the meeting and for the purposes of identification signed by the Chairman thereof, and
subject to such amendments to the Scheme as the Stock Exchange may request, the Scheme
(as may be amended as aforesaid) be approved and adopted to be the new share option
scheme of the Company and that the board of directors of the Company be and is hereby
authorised to do all such acts and to enter into all such transactions and arrangements as
may be necessary or expedient in order to give effect to the Scheme notwithstanding that

they or any of them may be interested in the same.”

“THAT subject to and conditional upon the passing of Resolution no. 5(A) and the
condition referred to therein being satistied or fulfilled, the operation of the existing share
option scheme of the Company adopted on 21 July 1995 be hereby terminated with effect
from the adoption of the Scheme (such that no further options could thereafter be offered
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Notice of Annual General Meeting (continued)

under the existing share option scheme of the Company but in all other respects the

provisions of the existing share option scheme of the Company shall remain in full force and

effect).”
6. As special business, to consider and, if thought fit, pass with or without amendments, the
following resolution as special resolution:
“THAT “B1 H B EEAR/AR” be adopted as the chinese corporate name of the Company for
registration under Part XI of the Hong Kong Companies Ordinance (Cap. 32).”
7. To transact any other business of the Company.

By Order of the Board
Yau Tak Wah, Paul

Chairman
Hong Kong, 23 April 2002
Registered office: Principal place of Business:
Clarendon House 27th Floor
Church Street Henley Building
Hamilton HM 11 5 Queen’s Road Central
Bermuda Hong Kong

Notes:

1. Any member of the Company entitled to attend and vote at the meeting is entitled to appoint one
or more proxies to attend and vote on his behalf. A proxy need not be a member of the Company.

A form of proxy for use at the meeting is enclosed.

2. To be valid, a form of proxy and the power of attorney or other authority, it any, under which it is
signed, or a certified copy of such power or authority, must be lodged with the head office and
principal place of business of the Company at 27th Floor, Henley Building, 5 Queen’s Road
Central, Hong Kong not less than 48 hours before the time appointed for holding the meeting or
any adjournment thereof.

3. With regards to Resolution 5(A), a circular setting out the terms and conditions of the Scheme

will be sent to shareholders in due course.
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Chairman’s Statement

On behalf of the Board of Directors, I am pleased to present the annual results of the Group for the
year ended 31 December 2001.

RESULTS

The Group’s profit attributable to sharcholders for the year was HK$31.1 million, representing a
decrease of 4.2% over the previous year. Basic earnings per share amounted to HK2.63 cents, compared
with that of HK4.27 cents in the previous year. We reported a solid cash and balance sheet position. At
31 December 2001, the Group’s net cash position amounted to HK$373.8 million (2000: HK$138.5
million), represented 62.4% of the shareholders’ fund of HK$598.6 million (2000:36.7%).

The Board of Directors does not recommend the payment of any final dividend (2000: Nil).
BUSINESS REVIEW

It was a difficult year for the electronics industry in 2001. The market demand was slowing down as a
result of the correction of excessive supply in previous year. Coupled with the slow recovery in the
global economy and the “11 September” event in the United States of America, the electronics

industry confronted with an unfavourable business environment during the year under review.

In spite of the severe business environment, the Group’s electronics business as a whole was still
profitable in 2001 although the turnover reduced by 8% to HK$420.6 million compared with last year.

For the manufacture and sale of electronic products, in view of the slowdown economy in 2001, the
total sales to North America decreased by about 24%. In the Hong Kong local market, it was
continually affected by the depressed market condition that leading to a decrease of about 23% in its
turnover compared with 2000. Although it succeeded to maintain a growth in the OEM business with
Japanese customers and was also benefited from the preliminary recovery of the European markets, the
total turnover of the electronic products division dropped by approximately 8% for the year 2001.
Nevertheless, under the effective cost controls, the electronic products division of the Group was still

profitable for the year under review and recorded a profit contribution of HK$48.1 million.

The year of 2001 was a hard time for the printed circuit board (“PCB”) industry. The contraction of
the electronics industry and the worldwide over-supply of PCBs led to a very keen competition. The
turnover of the PCB division of the Group decreased by over 38% compared with last year and suftered

a loss of approximately HK$12.1 million for the year of 2001.

In view of the continuing unfavourable market condition, the trading and distribution of electronic
components and parts business of the Group became dormant commencing from second quarter of the
year 2001.

Regarding trading of listed equity investments, turnover for the year amounted to HK$31.6 million,
compared to that of HK$9.7 million in year 2000 and the Group had disposed substantial part of its

investment in Cedar Base Electronic (Group) Limited.
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TOMORROW INTERNATIONAL HOLDINGS LIMITED

il

Chairman’s Statement (Continued)

As the market condition was not favourable, interest income from loan financing decreased by 33% to

HK$6.4 million compared with last year.

Pursuant to two separate placing agreements dated 8 May 2001 and 11 March 2002, Winspark Venture
Limited (“Winspark”), the major sharcholder of the Company, placed 69 million and 178 million
shares through independent placing agents to independent investors at a price of HK$0.17 and
HKS$0.15 per share, respectively. Moreover, pursuant to two top-up subscription agreements between
the Company and Winspark on the same corresponding dates, Winspark subscribed for 69 million and
178 million new shares of the Company at a price of HK$0.17 and HK$0.15 per share, respectively.
The net proceeds of approximately HK$11.5 million and HK$26 million from the share placement

were used for general working capital of the Group.

On 10 August 2001, the Directors announced that the Company proposed to raise a gross proceeds of
HK$178.8 million by issuing not less than 1,788,457,630 new shares by way of rights issue at a price
of HK$0.10 per rights share on the basis of two rights shares for every existing share held on the record
date. 936,884,000 rights shares were accepted and the balance of 851,573,630 rights shares were
underwritten by Winspark.

The rights issue raised the net proceeds of HK$177.5 million which are mainly used to finance any
possible acquisition of listed or non-listed assets and the expansion and/or diversification of the
Group’s existing operations and businesses. The expansion plan may include widening of the Group’s
product range, upgrading of technical knowledge and expansion of production capacity of the
electronic product business. However, the funds raised under the rights issue are not currently

earmarked for any specific projects or any specific business.

On 16 July 2001, the Company entered into an exclusivity agreement with The Hongkong and
Shanghai Banking Corporation Limited (“HSBC”), the trust agent of Optiset Limited (“Optiset”), the
then major shareholder of Swank International Manufacturing Company Limited (“Swank”), the
beneficiaries of the trust being the individual bank creditors of Swank, in relation to, among others, the
Company’s proposed acquisition of the entire interests of Optiset in Swank. Swank is a Hong Kong

listed company principally engaged in the manufacture and sale of optical products.

Subsequently, in January 2002, Probest Holdings Inc. (“Probest”), an indirect wholly owned
subsidiary of the Company, signed a sale and purchase agreement with Optiset to acquire from it the
majority stake in Swank and the related bank loans. The transaction was completed in March 2002
whereby the creditors banks agreed to sell its majority stake in Swank and the related bank loan of
HK$250 million to Probest for a total consideration of HK$68 million. Full amount was paid as
deposit in August 2001. Moreover, following a General Offer made by Probest in compliance with The
Codes on Takeovers and Mergers, which was completed in early April 2002, Probest totally acquired
1,641,638,651 Swank shares, representing 73.5% interest in Swank.
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Chairman’s Statement (Continued)

FUTURE PLANS

For the manufacture of electronic products, it is anticipated that more well-known overseas electronic
manufacturers are on the way to move their manufacturing bases from their home countries to the
Southern China. This is intended to reduce the production costs and to develop the potential market in
the Greater China. It will create a room for the further development of our OEM business in the
coming future. To cope with this market trend, the Group will allocate more resources to enhance its
manufacturing capabilities on new technologies, especially the application of advanced packages for
product miniaturization in mobile computing and electronic products. Based on the existing strength
in research and development, the Group will upgrade and expand its capabilities to handle the

advanced packages and processes to equip for the future development of OEM business.

The PCBs industry is still under keen competition. The Group will place more efforts to streamline its
PCB operations in order to maintain its competitiveness in the market. With the result of stringent cost

control, it is expected to resume its profitability in the nearest future.

Regarding the new investment in Swank, Swank continues to be a strong market player in the eyewear
industry, with well-known products covering a full range from metal, plastics to handmade, and include
anything from sunglasses, optical frames to readers. To enhance its competitiveness in the market place,
Swank needs to improve all aspects of operation, including but not limited to better linkages between
sales, manufacturing and support functions. Swank’s future will likely to be remarkably different from
the past few years, during which Swank had to generate cash from operations to repay bank loan

interest, while not being able to make significant improvements to the company’s profitability.

The Group continues to be in a position of solid base and will continue to explore suitable investment
opportunities to enhance its earning base and acts promptly as and when suitable opportunities arise.
Currently, the Group is under a very preliminary discussion with various independent parties for
acquisition of various projects including pharmaceutical businesses and that no detailed terms have yet

been finalized.

On behalf of the Board of Directors, I would like to thank all our employees, for their dedication and

support throughout the year, as well as our suppliers, customers, bankers and sharecholders.

On behalf of the Board
Yau Tak Wah, Paul

Chairman

Hong Kong, 23 April 2002
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Management Discussion and Analysis

FINANCIAL REVIEW

In spite of the unfavourable economic condition in 2001, the Group was still profitable. Together with
the stringent assets control and the effective financial management for the year ended 31 December
2001, coupled with placement of new shares and rights issue during the year, the Group’s total net
assets increased by HK$221.5 million compared with last year. The Group’s total turnover recorded at
HK$544.2 million, representing 17.5 per cent decrease compared with the same period of last year.
Net profit attributable to sharcholders amounted to HK$31.1 million. Basic earnings per share for the

year was HK2.63 cents. Details of variance are summarised as follows:

Increase/(Decrease)
in the Group’s total
net assets

HKS$ million

Fixed assets 3.0
Prepaid rental (0.7)
Deferred product development costs 0.3
Cash and bank balances and time deposits 229.2
Accounts receivable, bills receivable, prepayments, deposits and other

receivable 334
Loans and loan interest receivables (43.8)
Short term investments (34.9)
Properties held for sale (4.6)
Inventories (25.1)
Bank borrowings 6.1
Accounts payable, bills payable, accrued liabilities and other payables 55.9
Taxation (including tax payable and deferred tax) (3.0)
Minority interests 5.7
Net increase in Group’s total net assets 221.5

As at 31 December 2001, the Group’s properties in both Hong Kong and the Mainland China were
revalued by a professional surveyor in accordance with the open market values. Under this valuation,
the property value as a whole was appreciated by approximately HK$1.1 million and HK$1.3 million
out of which was transferred to the revaluation reserve. Moreover, during the year, the Group has

invested about 15.3 million assets in the manufacturing plants in Mainland China.
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Management Discussion and Analysis (continucd)

FINANCIAL REVIEW (Continued)

As a result of the effective financial management during the year, the accounts receivable balance as at
the balance sheet date decreased by HK$26.2 million. On the other hand, the inventory balance also
dropped by HK$25.1 million compared with last year. This is to avoid the asset deterioration in the

period of economic recession.

The accounts payable balance was reduced by HK$43.1 million. It was mainly due to the
implementation of a stringent purchase policy which aimed to reduce the inventory balance. In
addition, as one of our cost control measures, shorter credit term with lower purchase price was

continually negotiated with various suppliers.

Through a placement of new shares in May 2001, the Group raised funds of HK$11.5 million.
Following a 2:1 rights issue in November 2001, additional funds of HK$177.5 million were raised.
LIQUIDITY AND FINANCIAL RESOURCES

The Group had a strong financial position. The gearing of the Group, measured as total debts to total
assets, has improved from 33.5% in year 2000 to 17.3% in year 2001. Together with the placement of
69.0 million shares totalling HK$11.5 million in May 2001 and a 2:1 rights issue raising funds of
HK$177.5 million in November 2001, cash and bank balances (including time deposits) as at 31
December 2001 were HK$373.8 million, representing an increase of HK$229.2 million compared
with last year. On the other hand, the Group had no outstanding bank borrowings as at the balance

sheet date compared with HK$6.1 million trade finance borrowings at the end of last year.

The Group has available banking facilities of HK$47.3 million for the normal working capital
requirements. Together with the net positive cash and bank balances, it is believed that it has adequate
cash resources to meet working capital requirements and all commitments for future expansion should

the opportunities arises.
CAPITAL STRUCTURE

Pursuant to a placing agreement between the Company and a placing agent, a total of 69.0 million new
shares were issued to independent investors in May 2001. Following a 2:1 rights issue in November
2001, additional 1,788.5 million new shares were issued to the then sharecholders. The issued share
capital of the Company had increased to 2,682.7 million shares by 31 December 2001. Moreover, the
Company’s issued share capital will be increased by 91.5 million shares should the options granted to

three directors in 2000 be fully exercised.

Subsequent to the balance sheet date, pursuant to another placing agreement between the Company
and a placing agent, a total of 178.0 million new shares were issued to independent investors in March
2002.
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Management Discussion and Analysis (continucd)

EMPLOYEES AND REMUNERATION POLICIES

As at 31 December 2001, the Group employed approximately 2,300 full time employees, more than
2,200 in the PRC and 90 in Hong Kong.

The Group remunerates its employees largely based on industry practice. In the PRC, the Group
provides staff welfare and bonuses to its employees in accordance with the prevailing labour law. In
Hong Kong, the Group provides staft benefits including medical scheme, performance related bonuses

and mandatory provident fund.
SHARE OPTION SCHEME

The Board proposes to adopt a new share option scheme (the “Scheme”) at the forthcoming annual
general meeting to be held on 29 May 2002. A circular setting out the terms and conditions of the

Scheme will be sent to shareholders.
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Biographical Details of Directors and Senior Management

Executive Dirvectors

Mr. YAU Tak Wah, Paul — Chairman, aged 46, is the founder of the Group and is primarily
responsible for corporate strategic planning. He holds a bachelor of science degree in mechanical
engineering and has more than 20 years’ experience in the electronics industry. Before he established
the Group, Mr. Yau worked as design engineer in a renowned US electronics company operating in
Hong Kong where he gained invaluable experience in production design and established close business

relationships with various electronics manufacturers in Hong Kong.

Mr. TAM Ping Wah — Director, aged 46, has more than 20 years’ experience in electronics business.
Being a graduate from Simon Fraser University in Canada in 1979, Mr. Tam first worked at a leading
electronics company operating in Hong Kong as regional marketing manager and obtained extensive
exposure to the North American and European markets. He joined the Group in 1983 and is

responsible for the manufacturing and sales operations of the Group’s Electronic Products Division.

Ms. LOUIE Mei Po — Director, aged 34, is responsible for business investment and development of
the Group. Ms. Louie holds a master’s degree in Business Administration and a bachelor’s degree in
Social Science from the Chinese University of Hong Kong. Prior to joining the Group, Ms. Louie was
the executive director of two listed companies in Hong Kong specialising in mortgage loan financing,
property investment and development. She has over ten years’ experience in business investment and

development. She joined the Group in February 2000.

Ms. WONG Shin Ling, Irene — Director, aged 41, is responsible for management and administration
of the Group. Ms. Wong has over 12 years of experience in the field of property development and
management. Prior to joining the Group, she was an executive director of two listed companies in
Hong Kong specialising in mortgage loan financing, property investment and development. She joined
the Group in February 2000.

Mr. TAM Wing Kin — Director, aged 306, is responsible for finance of the Group. He is a member of
The Chartered Institute of Management Accountants, The Association of Chartered Certified
Accountants and The Hong Kong Society of Accountants. He is also a Certified Public Accountant.
Prior to joining the Group, he worked for an international accountancy firm and two listed companies
in Hong Kong. He has over 13 years of experience in accounting field. He joined the Group in
February 2000.

Non-executive Dirvectors

Mr. NG Wai Hung — Director, aged 38, is a practicing solicitor and a partner in Iu, Lai & Li, a Hong
Kong firm of solicitors and notaries. Mr. Ng has extensive experience in the area of securities law,
corporate law and commercial law in Hong Kong and has been involved in initial public offerings of
securities in Hong Kong as well as corporate restructuring, mergers and acquisitions and takeovers of
listed companies. He frequently advises multinational and Hong Kong corporations on private equity

investments, joint ventures as well as regulatory compliance. He joined the Group in March 2000.
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Biographical Details of Directors and Senior Management (continued)

Non-executive Divectors (Continued)

Mr. CHEUNG Chung Leung, Richard — Director, aged 48, has over 20 years of experience as an
architect and real estate investment adviser. He is also the Executive Chairman of China SMS Limited.
He graduated from the University of Hong Kong with degrees of Bachelor of Arts (Architectural
Studies) and Bachelor in Architecture. He is a member of the Hong Kong Institute of Architects and a
Registered Architect pursuant to the Architects Registration Ordinance. He joined the Group in March
2000.

Senior Management

Mr. MA Wing Kuen, Ricky, aged 42, is the group financial controller and company secretary,
responsible for financial, accounting and corporate secretarial functions. He is a fellow member of the
Association of Chartered Certified Accountants and an associate member of the Hong Kong Society of
Accountants. Prior to joining the Group in 1995, he had accumulated more than 12 years’ relevant
experience in working with an international accounting firm, a major merchant bank and also holding
senior financial positions in various trading and manufacturing companies in Hong Kong.

Mr. HUI Wing Ki, aged 57, is the operation director of the Group’s Electronic Products Division,
responsible for manufacturing and engineering functions. He has over 30 years’ experience in the
electronics industry. Prior to joining the Group in 1996, he was one of the founders in an electronic
company listed in Hong Kong.

Mr. YEUNG Kam Tong, aged 48, is the director and general manager of E-Top PCB Limited and is
responsible for the overall PCB operations of the Group. He holds a bachelor degree in chemical
engineering. Prior to joining the Group in 1991, he worked for several PCB manufacturers at
management level and had over 13 years’ operation and management experience in PCB business.

Mr. WONG Tak Chung, aged 35, is the chief operation officer responsible for the Group’s sales and
marketing activities relating to electronic products. Before he joined the Group in 1993, he worked as
merchandising manager with a sizeable electronic consumer products manufacturer for 2 years. He
holds a bachelor degree in economics.

Mr. Paul NG, aged 47, is the senior marketing manager responsible for the Group’s sales and
marketing activities relating to electronic products. He has over 20 years’ experience in sales and
marketing. He joined the Group in 1988.

Mr. YIU Hei Man, aged 48, is the deputy factory manager, responsible for the Group’s PCB
manufacturing operations. Before joining the Group in 1995, he worked in an international electronic
company in the USA for 16 years. He holds a bachelor degree in mechanical engineering.

Mr. FONG Wing Hon, aged 36, is the R&D manager, responsible for the Group’s product design
and development and technical support. He holds a bachelor degree in electronic engineering and has
over 10 years’ experience in production engineering. He joined the Group in 1996.
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Report of the Directors

The directors herein present their report and the audited financial statements of the Company and the
Group for the year ended 31 December 2001.

PRINCIPAL ACTIVITIES

The principal activity of the Company is investment holding. The Group’s principal activities consisted
of the design, development, manufacture and sale of electronic products, the manufacture and sale of
printed circuit boards, the trading and distribution of electronic components and parts, the trading of
listed equity investments and the provision of loan financing. There were no changes in the nature of

the Group’s principal activities during the year.

Subsequent to the balance sheet date, the Group acquired 73.5% equity interest in Swank International
Manufacturing Company Limited. The principal activities of Swank consisted of the design,
manufacture and marketing of frames, sunglasses and lenses. Details of this post balance sheet event

are set out in note 32(a) to the financial statements.
SEGMENTAL INFORMATION

An analysis of the Group’s turnover and contribution to results by principal activity and geographical

area of operations for the year ended 31 December 2001 is set out in note 4 to the financial statements.
RESULTS AND DIVIDENDS

The Group’s profit for the year ended 31 December 2001 and the state of affairs of the Company and

of the Group at that date are set out in the financial statements on pages 26 to 68.

The directors do not recommend the payment of any dividend in respect of the year.
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Report of the Directors (continued)

SUMMARY FINANCIAL INFORMATION

A summary of the results of the Group for the last five financial reporting years/period and of its assets

and liabilities at the respective financial reporting year/period end dates, as extracted from the

published audited financial statements of the Group, is set out below.

14 month
period from

1 November

Year ended  Year ended  Year ended  Year ended 1996 to 31
31 December 31 December 31 December 31 December December
2001 2000 1999 1998 1997
HK$’000 HK$°000 HK$°000 HK$000 HK$000
RESULTS
TURNOVER 544,174 659,807 601,609 483,557 557,056
PROFIT/(LOSS)

BEFORE TAX 28,462 36,943 (38,603) (27,470) 13,737
Tax (3,079) (5,424) (6,265) 988 (2,715)
PROFIT/(LOSS)

BEFORE MINORITY

INTERESTS 25,383 31,519 (44,868) (26,482) 11,022
Minority interests 5,734 976 (30) (4) 5
NET PROFIT/(LOSS)

ATTRIBUTABLE TO

SHAREHOLDERS 31,117 32,495 (44,898) (26,486) 11,027
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Report of the Directors (continued)

TOMORROW INTERNATIONAL HOLDINGS LIMITED

SUMMARY FINANCIAL INFORMATION (Continued)

As at 31 December

2001 2000 1999 1998 1997
HK$’000 HKS$000 HK$’000 HKS$000 HK$’000

ASSETS AND LIABILITIES
FIXED ASSETS 138,811 135,800 132,476 185,810 192,164
PREPAID RENTAL 4,851 5,588 6,324 7,061 7,798
RENTAL DEPOSITS 517 397 — — —
DEFERRED PRODUCT

DEVELOPMENT COSTS 4,459 4,131 3,684 5,829 3,954
DEFERRED PRE-OPERATING

EXPENSES — — — 3,363 4,466
INTERESTS IN ASSOCIATES — — 42 23 —
CURRENT ASSETS 575,477 421444 252277 200,805 258,862
TOTAL ASSETS 724,115 567,360 394,803 402,891 467,244
CURRENT LIABILITIES 87,647 146,674 191,152 140,960 167,173
LONG TERM BANK

BORROWINGS — — — 13247 16,944
DEFERRED TAX 1,433 1,433 600 — 1,196
TOTAL LIABILITIES 89,080 148,107 191,752 154,207 185,313
MINORITY INTERESTS 36,443 42,177 8,836 8,806 8,802
NET ASSETS 598,592 377,076 194215 239,878 273,129

FIXED ASSETS

Details of movements in the fixed assets of the Company and the Group during the year are set out in

note 13 to the financial statements.
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Report of the Directors (continued)

SHARE CAPITAL AND SHARE OPTIONS

Details of movements in the Company’s share capital and share options during the year, together with

the reasons therefor, are set out in note 26 to the financial statements.

There are no provisions for pre-emptive rights under the Company’s bye-laws or the laws of Bermuda

which would oblige the Company to offer new shares on a pro rata basis to existing shareholders.
RESERVES

Details of movements in the reserves of the Company and the Group during the year are set out in note

27 to the financial statements.
DISTRIBUTABLE RESERVES

At 31 December 2001, the Company had no retained profits available for cash distribution and/or
distribution in specie. Under the Companies Act 1981 of Bermuda (as amended), the Company’s
contributed surplus of HK$84,917,000 is distributable to shareholders in certain circumstances. In
addition, the Company’s share premium in the amount of HK$192,518,000 may be distributed in the

form of fully paid bonus shares.
MAJOR CUSTOMERS AND SUPPLIERS

In the year under review, sales to the Group’s five largest customers accounted for 37% of the total sales
for the year and sales to the largest customer included therein amounted to 20% of the total sales.
Purchases from the Group’s five largest suppliers accounted for approximately 42% of the total
purchases for the year and purchases from the largest supplier included therein amounted to 11% of the

total purchases.

As far as the directors are aware, neither the directors, their associates (as defined in the Rules
Governing the Listing of Securities on The Stock Exchange of Hong Kong Limited (the “Listing
Rules”)) nor those sharcholders (which, to the knowledge of the directors, own more than 5% of the

Company’s issued share capital) had any interest in the Group’s five largest customers or suppliers.
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Report of the Directors (continued)

DIRECTORS
The directors of the Company during the year were:

Executive directors:

Mr. Yau Tak Wah, Paul (Chairman)
Mr. Tam Ping Wah

Ms. Louie Mei Po

Ms. Wong Shin Ling, Irene

Mr. Tam Wing Kin

Independent non-executive directors:

Mr. Ng Wai Hung
Mr. Cheung Chung Leung, Richard

In accordance with clause 87 of the Company’s bye-laws, Ms. Louie Mei Po and Mr. Cheung Chung
Leung, Richard will retire by rotation and, being eligible, will offer themselves for re-clection at the

forthcoming annual general meeting.
DIRECTORS’ AND SENIOR MANAGEMENT’S BIOGRAPHIES

Biographical details of the directors of the Company and the senior management of the Group are set

out on pages 14 to 15 of the Annual Report.
DIRECTORS’ SERVICE CONTRACTS

Mr. Yau Tak Wah, Paul and Mr. Tam Ping Wah have entered into service contracts with the Company
for a fixed term of three years from 26 April 2000 to 25 April 2003, which thereafter are terminable by

either party upon the giving of six months’ notice.

Apart from the foregoing, no director proposed for re-election at the forthcoming annual general
meeting has a service contract which is not determinable by the Company within one year without

payment other than statutory compensation.
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Report of the Directors (continued)

DIRECTORS’ INTERESTS IN SHARES

At 31 December 2001, the interests of the directors in the listed securities of the Company as recorded
in the register maintained by the Company pursuant to Section 29 of the Securities (Disclosure of

Interests) Ordinance (“SDI Ordinance”) were as follows:

Director Notes Nature of interest Number of shares
Mr. Yau Tak Wah, Paul 1 Corporate 148,474,000
Mr. Tam Ping Wah 2 Corporate 80,000
Notes:

1. These shares were held through Pacific Shore Profits Limited, a company beneficially owned by Mr. Yau Tak Wah, Paul.

2. These shares were held through Strong Trend International Limited, a company beneficially owned by Mr. Tam Ping Wah.

Save as disclosed above, none of the directors or their associates had any personal, family, corporate or
other interest in the equity securities of the Company or any of its associated corporations as defined in
the SDI Ordinance.

SHARE OPTION SCHEME

The Company operates a share option scheme (the “Scheme”) for the purpose for providing incentives
and rewards to eligible participants who contribute to the success of the Group’s operations. Eligible
participants of the Scheme included full-time employees (including executive directors) of the Group.
The Scheme became effective on 21 July 1995 and, unless otherwise amended or altered, will remain in

force for a period of 10 years from that date.

The maximum number of unexercised share options currently permitted to be granted under the
Scheme is an amount equivalent, upon their exercise, up to 10% of the shares of the Company in issue
at any time. As at 31 December 2001, the number of shares issuable under share options granted under
the Scheme was 91,500,000, which represented approximately 3.4% of the shares of the Company in
issue as at that date. The maximum number of shares issuable under share options to each eligible
participant in the Scheme is limited to 25% of the aggregate number of shares issuable under the

Scheme.

The offer of a grant of share options may be accepted within 28 days from the date of the offer, upon
payment of a nominal consideration of HK$1 in total by the grantee. An option may be exercised under
the Scheme at any time during a period not exceeding 3 years after the date when the option is granted

and expiring on the last date of such period.
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Report of the Directors (continued)

SHARE OPTION SCHEME (Continued)

The exercise price of the share option is determinable by the directors at their discretion based on the

higher of 80% of the average of the closing prices of the shares on The Stock Exchange of Hong Kong

Limited for the five trading days immediately preceding the offer date, and the nominal value of the

shares of the Company.

Details of movements in the share options granted to the directors during the year are as follows:

Number of

Number of Exercise price

Exercise price

share options  share options of share of share

Date of grant Exercise period outstanding outstanding at options at options at

of share of share at 1 January 31 December 1 January 31 December

Directors options options 2001 2001 2001 2001

000 ’000* HKS$ HKS$*

Ms. Louie Mei Po 11,/2,/2000 11,/8,/2000- 7,900 23,700 0.680 0.227
10/8,/2003

20/3/2000  20,/9,/2000- 6,600 19,800 0.488 0.163
19/9 /2003

2/5/2000 2/11/2000- 3,000 9,000 0.270 0.090
1/11,/2003

Ms. Wong Shin Ling,  20/3/2000  20/9,/2000- 3,600 10,800 0.488 0.163
Irene 19,/9,/2003

2/5/2000 2/11/2000- 6,400 19,200 0.270 0.090
1/11,/2003

Mr. Tam Ping Wah 2/5/2000 2/11,/2000- 3,000 9,000 0.270 0.090
1/11,/2003

30,500 91,500

*  Pursuant to rights issue of shares on 12 November 2001, the number of share options and the exercise price were adjusted on

the basis of two rights shares for every one share held. Further details are set out in note 26 to the financial statements.

None of the share options was exercised, granted, cancelled or lapsed during the year.

Summary details of the Company’s share option scheme are also set out in note 26 to the financial

statements.
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Report of the Directors (continued)

DIRECTORS’ RIGHTS TO ACQUIRE SHARES

Save as disclosed under the headings “Directors’ interests in shares” and “Share option scheme” above,
at no time during the year was the Company or any of its subsidiaries a party to any arrangement to
enable the Company’s directors, their respective spouse or children under 18 years of age, to acquire
benefits by means of the acquisition of shares in or debentures of the Company or any other body

corporate.
DIRECTORS’ INTERESTS IN CONTRACTS

No director had a material interest in any contract of significance to the business of the Group to which

the Company or any of its subsidiaries was a party during the year.
SUBSTANTIAL SHAREHOLDERS

As at 31 December 2001, the following interest of 10% or more in the issued share capital of the
Company was recorded in the register of interests required to be kept by the Company pursuant to
Section 16(1) of the SDI Ordinance.

Number of ordinary Percentage of issued

Name shares held share capital

Winspark Venture Limited (Noze) 1,648,359,630 61.44%

Note: The entire issued share capital of Winspark Venture Limited is beneficially owned by Mr. Chan Yuen Ming.

Save as disclosed above, no other person had registered an interest in the share capital of the Company

that was required to be recorded under Section 16(1) of the SDI Ordinance.
CONNECTED PARTY TRANSACTIONS

Details of the connected party transactions are set out in note 31 to the financial statements.
PURCHASE, SALE OR REDEMPTION OF SECURITIES

Neither the Company, nor any of its subsidiaries purchased, redeemed or sold any of the Company’s
listed securities during the year.

POST BALANCE SHEET EVENTS

Details of the significant post balance sheet events of the Group are set out in note 32 to the financial

statements.
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Report of the Directors (continued)

AUDIT COMMITTEE

The Company has an audit committee which was established in accordance with the requirements of
the Code of Best Practice, for the purposes of reviewing and providing supervision over the Group’s
financial reporting process and internal controls. The audit committee comprises the two independent

non-executive directors of the Company.
CODE OF BEST PRACTICE

In the opinion of the directors, the Company has complied with the Code of Best Practice (the
“Code”) as set out in Appendix 14 of the Listing Rules throughout the accounting period covered by
the annual report, except that the independent non-executive directors of the Company are not
appointed for specific terms as required by paragraph 7 of the Code, but are subject to retirement by
rotation and re-election at the annual general meeting of the Company in accordance with the

provision of the Company’s bye-laws.
AUDITORS

Ernst & Young retire and a resolution for their reappointment as auditors of the Company will be

proposed at the forthcoming annual general meeting.

ON BEHALF OF THE BOARD
Yau Tak Wah, Paul

Chairman

Hong Kong
23 April 2002

24 ANNUAL REPORT 2001




TOMORROW INTERNATIONAL HOLDINGS LIMITED

L

Report of the Auditors

Ell ERNST & YOUNG

% ok & 3t 6 OF

To the members
Tomorrow International Holdings Limited
(Incorporated in Bermuda with limited linbility)

We have audited the financial statements on pages 26 to 68 which have been prepared in accordance

with accounting principles generally accepted in Hong Kong.
RESPECTIVE RESPONSIBILITIES OF DIRECTORS AND AUDITORS

The Company’s directors are responsible for the preparation of financial statements which give a true
and fair view. In preparing financial statements which give a true and fair view it is fundamental that
appropriate accounting policies are selected and applied consistently. It is our responsibility to form an
independent opinion, based on our audit, on those statements and to report our opinion to you.

BASIS OF OPINION

We conducted our audit in accordance with Statements of Auditing Standards issued by the Hong
Kong Society of Accountants. An audit includes an examination, on a test basis, of evidence relevant to
the amounts and disclosures in the financial statements. It also includes an assessment of the significant
estimates and judgements made by the directors in the preparation of the financial statements, and of
whether the accounting policies are appropriate to the Company’s and the Group’s 