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SKYNET (INTERNATIONAL GROUP)

HOLDINGS LIMITED

(Incorporated in Bermuda with limited liability)

SHARE TRANSACTION

The Board announces that on 28th June, 2000, Lombard and Skynet entered into the Agreement for the issue of Preference Shares to Lombard and the Company has granted the Option to Lombard. Upon the exercise of the Option, the Company is required to acquire all of the Preference Shares or the Ordinary Shares converted from the Preference Shares held by Lombard in exchange for new shares of HK$0.02 each in the Company. The Ordinary Shares issued upon full conversion of the Preference Shares held by Lombard represent 3.28% of the existing share capital of Skynet and approximately 3.17% of the enlarged issued share capital of Skynet. The Option is exercisable by Lombard any time during a three-year period commencing on the completion date of the Agreement.

SKYNET LIMITED

Skynet Limited ("Skynet") is a 57.87% subsidiary of Skynet (International Group) Holdings Limited (the "Company"). The other shareholders of Skynet are independent of the directors, chief executive and substantial shareholders of the Company and its subsidiaries and their respective associates (as defined in the Rules (the "Listing Rules") Governing the Listing of Securities on The Stock Exchange of Hong Kong Limited (the "Stock Exchange")) and of Lombard Asian Private Investment Company LDC ("Lombard") and its associates (as defined in the Listing Rules). Skynet has substantial interests in three Chinese-language web sites, namely hkstock.com, hkcyber.com and gameplayers.com.hk, with interactive features covering a wide spectrum of subjects ranging from news and entertainment to fashion and on-line trading facilities.

THE AGREEMENT

An agreement was entered into on 28th June, 2000 between Skynet and Lombard relating to the subscription of 671,651 preference shares in Skynet (the "Preference Shares") by Lombard (the "Agreement") at a total issue price of US$7.2 million payable at completion in cash.

The issuer - Skynet is a company incorporated in Hong Kong and a 57.87% subsidiary of the Company.

The subscriber - Lombard is a company incorporated under the laws of the Cayman Islands. It is an Asian direct investment fund managed from Hong Kong by Lombard/APIC (HK) Limited. Lombard did not have any interest in Skynet or the Company prior to the date of the Agreement.

Completion of the Agreement is conditional upon, among others, Skynet having obtained all the necessary approvals and consents for the issue of the Preference Shares. There are no existing preference shares of Skynet in issue at the date of the Agreement. If the conditions are not fulfilled on or before 14th July, 2000, the Agreement may be terminated.

TERMS OF THE PREFERENCE SHARES

(1)
Mandatory redemption - all the Preference Shares will be redeemed on the third anniversary (the "Maturity Date") from the date of their issue at the issue price plus a premium at a compound rate of 7% per annum.

(2)
Early redemption - the holder of the Preference Shares may convert the Preference Shares in the manner set out in sub-paragraph (4) below any time prior to the Maturity Date upon the occurrence of, among others, any of the following events:

(a)
default or cross-default of any indebtedness by Skynet or any of its associated companies of which Skynet owns beneficially (whether directly or indirectly) 20% or more of the issued share capital or securities of such company or corporation;

(b)
substantial change in ownership or management of Skynet; and

(c)
any material violation of the laws or rules or regulations in Hong Kong or any other jurisdiction in which Skynet has business or in which there is operation by the Company or by any of its directors or employees when acting on behalf of the Company.

In the event of an early redemption, the redemption price will be the issue price of the Preference Shares plus a premium at a compound rate of 25% per annum.

(3)
Dividend - the Preference Shares carry a cumulative dividend at the rate of 0.5% per annum payable semi-annually in arrears.

(4)
Conversion - the holder of the Preference Shares shall have the right to convert the whole lot of the Preference Shares into ordinary shares of HK$1 each in Skynet ("Ordinary Shares") on a one for one basis any time before the Maturity Date. The 671,651 Ordinary Shares to be issued to Lombard upon conversion of the Preference Shares represent approximately 3.17% of the enlarged issued share capital of Skynet after such conversion.

(5)
Voting - each Preference Share shall carry one vote at the general meetings of Skynet.

(6)
Liquidation - in the event of liquidation of Skynet, the holder of the Preference Shares shall have priority in any distribution of Skynet's assets an amount equal to twice the issue price of the Preference Shares.

THE OPTION

On 28th June, 2000, the Company granted to Lombard the right (the "Option") (which is not freely transferable) to require the Company to acquire all of the Preference Shares or the Ordinary Shares converted from the Preference Shares held by Lombard in exchange for shares in the Company (the "Consideration Shares").

The grantor - the Company

The grantee - Lombard

Exercise period - subject to completion of the Agreement, a three-year period commencing on the completion date of the Agreement

Option price - 87% of the average closing price per share in the Company quoted on the Stock Exchange for the 10-day period immediately preceding the exercise date of the Option

Based on the amount of US$7.2 million and 87% of the closing price of HK$0.26 for the shares in the Company quoted on the Stock Exchange on 28th June, 2000, being the date of the Agreement, 246,684,350 shares in the Company will be issued. The 246,684,350 shares represent approximately 7.19% of the existing issued share capital of the Company and approximately 6.71% of the enlarged issued share capital of the Company.

The Option has been granted and the Consideration Shares will be issued under the general mandate granted to the directors of the Company at a special general meeting of the Company on 27th March, 2000 and will lapse if the Agreement is terminated without completion. Upon the exercise of the Option, application will be made to the Stock Exchange for the listing of and the permission to deal in the Consideration Shares.

REASON

The Company and its subsidiaries are principally engaged in the provision of installation services for marble and granite products in construction projects, import and sale of a comprehensive range of marble and granite products, and investment in Internet portals.

The board of directors of the Company (the "Board") believes that the terms of the Agreement and the Option are fair and reasonable and have been arrived at after arm's length negotiations between the parties with reference to the prospects and future development of Skynet. The Board further believes that the combined effect of the issue of the Preference Shares and the grant of the Option is in the interests of the Company and its shareholders as it enables the Company to secure equity funding for the development of Skynet without any immediate dilution in the Company's earnings attributable to its shareholders.

By Order of the Board of Directors of

Skynet (International Group) Holdings Limited

Leung Kwok Kui

Chairman

Hong Kong, 28th June, 2000

Note:
In this announcement, the exchange ratio of US$1.00 to HK$7.75 is used.

"Please also refer to the published version of this announcement in the Hong Kong i-mail"
PAGE  
4
Skynet (International Group) Holdings Limited – Share Transaction

(28th June, 2000)


