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SUN TELEVISION CYBERNETWORKS HOLDINGS LIMITED

(Incorporated in Bermuda with limited liability)

ISSUE OF UP TO US$16,000,000 4 PER CENT.

UNLISTED REDEEMABLE CONVERTIBLE BONDS DUE 2004

On 28th February, 2001, the Company and CSFB entered into the Subscription Agreement.

Under the Subscription Agreement (i) the Company issued and CSFB purchased the Tranche 1 Bonds with an aggregate principal amount of US$8,000,000 (equivalent to approximately HK$62,400,000) and (ii) CSFB granted the Company an option during a limited period after the conversion of the last Tranche 1 Bonds, to issue and to require CSFB to subscribe and pay for the Tranche 2 Bonds in the principal amount of up to US$8,000,000 (equivalent to approximately HK$62,400,000) on substantially the same terms as in the Tranche 1 Bonds. The Bonds bear interest at the rate of 4 per cent. per annum and are due on 28th February, 2004, being the Maturity Date.

The Tranche 1 Bonds are convertible into Shares at a conversion price equal to, at the option of the Subscriber, either (i) the Fixed Conversion Price, being HK$0.2399, representing a premium of about 6.62 per cent. over the closing price of HK$0.225 per Share as at 27th February, 2001 (being the last trading day immediately prior to the date of the Subscription Agreement); or (ii) the Floating Conversion Price.

Unless converted, redeemed or purchased and cancelled earlier, all outstanding Bonds will be redeemed at 110 per cent. of their principal amount on maturity.

Pursuant to the Subscription Agreement, the Company has also granted the Option to the Subscriber, pursuant to which the Subscriber is entitled to subscribe for up to 70 million Shares, representing approximately 1.14 per cent. of the Existing Issued Share Capital, at a subscription price of HK$0.2369, which is equal to 125 per cent. of the average closing price per Share during the 45 business days immediately preceding the Tranche 1 Bonds Closing Date. The Option is exercisable at any time from and including the Tranche 1 Bonds Closing Date up to and including the Maturity Date.

The terms of the Subscription Agreement were negotiated on an arm's length basis and the Directors believe that they are fair and reasonable so far as the Company is concerned.



SUBSCRIPTION AGREEMENT:

Date:

28th February, 2001

Issuer:

The Company

Form of Bonds/Option for the issue of the Tranche 2 Bonds:

The convertible bonds shall be issued in up to 2 tranches with the Tranche 1 Bonds being issued on the Tranche 1 Bonds Closing Date.

The Subscriber has granted an option to the Company under the Subscription Agreement to issue and require the Subscriber to subscribe and pay for the Tranche 2 Bonds, such option to be exercisable within 60 calendar days following and subject to the conversion of the final Tranche 1 Bonds and subject to the satisfaction of certain conditions. The Tranche 2 Bonds shall be issued by the Company within 25 days after exercise by the Company of such option.

The Tranche 2 Bonds shall, if issued, be for a principal amount of up to US$8,000,000 (equivalent to approximately HK$62,400,000) and be on substantially the same terms as the Tranche 1 Bonds set out below save that, among other things, the Fixed Conversion Price for the Tranche 2 Bonds shall be determined by reference to the closing prices of the Shares immediately prior to the Tranche 2 Bonds Closing Date.

Subscriber of the Tranche 1 Bonds:

CSFB

Principal amount of Tranche 1 Bonds:

US$8,000,000 (equivalent to approximately HK$62,400,000), payable in cash by CSFB on the Tranche 1 Bonds Closing Date.

Tranche 1 Bonds Closing Date:

28th February, 2001

Principal terms of the Bonds:

Interest:

The Bonds bear interest from the Tranche 1 Bonds Closing Date in respect of the Tranche 1 Bonds and from the Tranche 2 Bonds Closing Date in respect of the Tranche 2 Bonds at the rate of 4 per cent. per annum. Interest is payable semi-annually in arrears on 30th June and 30th December in each year, with the first interest payment date to fall on 30th June, 2001 for the Tranche 1 Bonds.

Transferability:

The Subscriber will not assign or transfer any of the Bonds to any third party other than its subsidiary or holding company or subsidiary of such holding company without the prior written consent of the Company. Any such assignment or transfer may also be subject to the prior approval of the Stock Exchange (if so required).

The Company and its Directors undertake to the Stock Exchange that they will inform the Stock Exchange of any dealings by any connected persons (as defined under the Listing Rules) of the Company or their respective associates (as defined under the Listing Rules) in respect of the Tranche 1 Bonds (or the Tranche 2 Bonds, if issued) from time to time immediately upon the Company becoming aware of any such dealings.

Conversion Price:

At the option of the Subscriber, either (i) at the Fixed Conversion Price which is 125 per cent. of the average closing price per Share for the 30 business days immediately prior to 28th February, 2001, being HK$0.2399 for the Tranche 1 Bonds, representing a premium of about 6.62 per cent. over the closing price of the Shares of HK$0.225 per Share as at 27th February, 2001 subject to adjustment as set out in the Subscription Agreement; or (ii) at the Floating Conversion Price which is 93 per cent. of the average of any 4 consecutive closing prices per Share as selected by the Subscriber during the 30 business days immediately prior to conversion.

Conversion Period:

1.
If the Fixed Conversion Price is used to determine the number of Shares to be issued on conversion, Bonds may be converted at any time from and including:

(i)
the Tranche 1 Bonds Closing Date up to the close of business on the day falling one week prior to the Maturity Date in respect of the Tranche 1 Bonds; and

(ii)
the Tranche 2 Bonds Closing Date up to the close of business on the day falling one week prior to the Maturity Date in respect of the Tranche 2 Bonds; or

2.
If the Floating Conversion Price is used to determine the number of Shares to be issued on conversion, Bonds may be converted at any time from and including:

(i)
the date falling 14 calendar days after the Tranche 1 Bonds Closing Date up to the close of business on the day falling one week prior to the Maturity Date in respect of the Tranche 1 Bonds; and

(ii)
the Tranche 2 Bonds Closing Date up to the close of business on the day falling one week prior to the Maturity Date in respect of the Tranche 2 Bonds.

Conversion Shares:

The Tranche 1 Bonds (and the Tranche 2 Bonds, if issued) are convertible into new Shares at the option of the Subscriber at either (i) the Fixed Conversion Price, or (ii) the Floating Conversion Price, in each case at any time during the relevant conversion period (as set out above). Such Shares which fall to be issued on conversion of the Bonds shall rank pari passu in all respects with Shares in issue on the date of issue of such conversion Shares; provided that no such Shares shall be issued at a price below the par value of the Shares (currently HK$0.02), unless permitted by law and in compliance with the Listing Rules.

Maturity:

28th February, 2004. On maturity, unless previously redeemed, converted or purchased and cancelled, the Tranche 1 Bonds (or the Tranche 2 Bonds, if issued) will be redeemed by the Company at 110 per cent. of their principal amount.

Anti-dilutive Provisions:

The Company shall be free to issue any Equity-Linked Securities. However, so long as there are Tranche 1 Bonds outstanding, any holder of not less than 50 per cent. in aggregate of the Tranche 1 Bonds then outstanding shall have the Right of First Refusal.

If the Right of First Refusal is not exercised, any holder of the Tranche 1 Bonds shall have the Participation Right, the proportion of such participation to be determined by reference to the response of such holder to the proposed private placement under the Participation Right.

Furthermore, holders of the Bonds are given the right to exchange the outstanding Bonds for the new issue of the Equity-Linked Securities up to an aggregate principal amount of their outstanding Bonds on the same terms of those Equity-Linked Securities, save as to the maturity date, which shall remain unchanged.

Mandatory Redemption:

If the Company fails to obtain the Stock Exchange's approval for the listing of the maximum number of Shares that could be issued upon full conversion of the Tranche 1 Bonds and exercise in full of the Option under the September 2000 General Mandate (as defined below) within 30 calendar days after the Tranche 1 Bonds Closing Date, the Company is required to redeem all the then outstanding Tranche 1 Bonds at:

1.
110 per cent. of the principal amount of the Tranche 1 Bonds plus all interest accrued if the Company does not make an application to the Stock Exchange for such an approval with all relevant supporting documentation by no later than the third business day following the date of the Subscription Agreement; or

2.
in all other cases, 100 per cent. of the principal amount of the Tranche 1 Bonds plus all interest accrued and such amount as CSFB shall determine (acting reasonably) represents CSFB's funding costs in respect of the Tranche 1 Bonds.

Early Redemption Option:

Option to holders of the Bonds: If at any time during the conversion period of the Bonds the closing price per Share is (subject to adjustment as set out in the Subscription Agreement) less than or equal to the Downside Price for 4 consecutive business days then holders of the Bonds may (by giving not less than 5 business days' notice) require the Company to redeem any of the Bonds in cash of an amount equal to the Redemption Amount plus accrued interest to the date of redemption, provided that the Company shall not be required to redeem the Bonds of principal amount of more than US$2,000,000 in each calendar month.

Option to the Company: If, on any day during the conversion period of the Bonds, a holder of the Bonds presents Bonds of principal amount of more than US$250,000 for conversion and each of the closing prices per Share for the four consecutive trading days used to calculate the Floating Conversion Price is less than the Downside Price, the Company may redeem any such Bonds presented in cash of an amount equal to the Redemption Amount plus accrued interest to the date of redemption.

Foreign Exchange Redemption Option:

If, on any business day the rate for the purchase of Hong Kong dollars with U.S. dollars reported on such day is more than 10 Hong Kong dollars to 1 U.S. dollar (the "Relevant Day"), the Company may, upon notice to the Subscriber on the immediately following business day, redeem all or part of the outstanding Bonds on the second business day following the Relevant Day in cash of an amount equal to the Redemption Amount plus all the accrued interest to the date of such redemption.

Escrow:

An escrow agreement (the "Escrow Agreement") made with effect from 26th February, 2001 has been entered into between the Company, the Subscriber, Bermuda Trust (Hong Kong) Limited as escrow agent (the "Escrow Agent") and The Bank of Bermuda Limited, Hong Kong branch as account bank on 28th February, 2001 in connection with the Subscription Agreement. Pursuant to the Subscription Agreement and the Escrow Agreement, CSFB deposited an amount equal to the principal amount of the Tranche 1 Bonds, being US$8,000,000, to an account of the Escrow Agent. 50 per cent. of the subscription funds was paid to the Company by the Escrow Agent and the remaining 50 per cent. of the subscription funds, namely US$4,000,000, was retained by the Escrow Agent pursuant to the Escrow Agreement as security for all moneys owing by the Company to CSFB under or pursuant to the Subscription Agreement (in so far as relating to the Tranche 1 Bonds), the Escrow Agreement and the Tranche 1 Bonds. Moneys may be released by the Escrow Agent to the Company subject to the terms and conditions set out in the Escrow Agreement, depending upon the aggregate principal amount of the Tranche 1 Bonds outstanding.

The Company and CSFB have agreed that another escrow agreement will be entered into before the issue (if applicable) of the Tranche 2 Bonds on similar terms to the Escrow Agreement.

Option:

Pursuant to the Subscription Agreement, the Company granted CSFB an option with the following principal terms for the subscription of up to 70 million new Shares (provided that CSFB agrees that the minimum number of Shares which CSFB may subscribe for at any time shall be 3 million Shares unless the Company consolidates its Shares into a smaller number of Shares in which case such minimum number of Shares shall be reduced proportionately):

(1)
Exercise period: from and including the Tranche 1 Bonds Closing Date up to and including the Maturity Date; and

(2)
Exercise price: 125 per cent. of the average closing price per Share during the 45 business days immediately preceding the Tranche 1 Bonds Closing Date, being HK$0.2369 (subject to adjustment as set out in the Subscription Agreement), representing a premium of 5.29 per cent. over the closing price of HK$0.225 per Shares as at 27th February, 2001.

General Mandate:

The maximum number of new Shares which may be issued upon conversion of the Tranche 1 Bonds is 1,134,843,197, representing approximately 18.49 per cent. and approximately 15.45 per cent. of the Existing Issued Share Capital and the Enlarged Issued Share Capital respectively. Upon exercise of the Option in full, 70,000,000 new Shares, representing approximately 1.14 per cent. and approximately 0.95 per cent. of the Existing Issued Share Capital and Enlarged Issued Share Capital respectively, will be issued by the Company. The total number of Shares which may be issued upon full conversion of the Tranche 1 Bonds and the exercise in full of the Option is 1,204,843,197 Shares, representing approximately 19.63 per cent. and approximately 16.41 per cent. of the Existing Issued Share Capital and the Enlarged Issued Share Capital respectively, which Shares, will be issued pursuant to the general mandate granted to the board of Directors on 25th September, 2000 (the "September 2000 General Mandate").

If at any time during the conversion period of the Tranche 1 Bonds the Company has already issued 1,134,843,197 Shares in respect of the Tranche 1 Bonds being the maximum number of Shares the Company can issue under the September 2000 General Mandate (taking into account the 70,000,000 Shares which would fall to be issued upon full exercise of the Option), the Company shall be obliged to redeem (within 5 business days thereof) all the outstanding Tranche 1 Bonds in cash in an amount equal to the Redemption Amount plus all the interest accrued to such date of redemption.

If the Company exercises its option to issue and require CSFB to subscribe for the Tranche 2 Bonds and the maximum number of Shares which may be issued upon full conversion of the Tranche 2 Bonds to be issued by the Company exceeds the limit under any then available general mandate granted to the board of Directors, the Company would be obliged to seek its shareholders' approval of the issue of such Shares prior to the issue of the Tranche 2 Bonds.

USE OF PROCEEDS:

The net proceeds of approximately US$7,600,000 (equivalent to approximately HK$59,280,000) derived from the issue of the Tranche 1 Bonds, together with the amount of HK$16,583,000 which would be received subject to and upon exercise of the Option (subject to adjustment as set out in the Subscription Agreement), will be used for general working capital purpose and capital expenditure of the Group in relation to the expansion of its programme production and broadcasting business including strategic acquisitions, PROVIDED THAT proceeds from the sale of the Tranche 1 Bonds (or Tranche 2 Bonds if issued) shall not be used to pay dividends to its shareholders, for the purposes of or in relation to any repayment to or reduction of the debt of a Related Party (as defined under Hong Kong Statement of Standard Accounting Practice 20) or to repurchase Shares. The Company currently has no specific plan as to the use of proceeds raised by the issue of the Tranche 1 Bonds and any exercise of the Option.

SHAREHOLDING STRUCTURE:

Global Frequent Limited (a company in which Ms. Yang Lan, a Director of the Company, has an interest of approximately 87.11 per cent.) is currently the single largest shareholder of the Company, holding 2,328,122,527 Shares, representing approximately 37.94 per cent. of the Existing Issued Share Capital. If the maximum possible number of Shares are issued pursuant to the conversion of the Tranche 1 Bonds and the Option is exercised in full, 1,204,843,197 new Shares will be issued, representing approximately 19.63 per cent. and approximately 16.41 per cent. of the Existing Issued Share Capital and the Enlarged Issued Share Capital, respectively. The shareholding interests of all the shareholders of the Company will be proportionately decreased by approximately 16.41 per cent. and the shareholding interest of Global Frequent Limited in the Company will decrease correspondingly from approximately 37.94 per cent. to approximately 31.71 per cent..

To maintain the listing status of the Shares, the Company will procure that not less than 25 per cent. of the issued Shares, from time to time, will be held by the public.

LISTING:

No application will be made for the listing of, or permission to deal in, the Bonds and the Option on the Stock Exchange or any other stock exchange. Application will be made to the Listing Committee of the Stock Exchange for the listing of, and permission to deal in, the Shares to be issued upon conversion of the Tranche 1 Bonds (and the Tranche 2 Bonds, if issued) or upon exercise of the Option.

GENERAL:

The Stock Exchange has approved the grant of the Option pursuant to Chapter 15 of the Listing Rules. Any alterations in the terms of the Option after issue must be approved by the Stock Exchange, except where the alterations take effect automatically under the existing terms of the Option.

The Tranche 2 Bonds may or may not be issued. The Company will issue a further announcement as required by the Listing Rules if any of the Tranche 2 Bonds are issued.

The terms of the Subscription Agreement were negotiated on an arm's length basis and the Directors believe that they are fair and reasonable so far as the Company is concerned.

Ernst & Young Corporate Finance Limited has been appointed financial adviser to the Company in respect of the Bond issue.

DEFINITIONS:

"Bonds"
Tranche 1 Bonds and/or Tranche 2 Bonds

"CSFB" or "Subscriber"
Credit Suisse First Boston (Hong Kong) Limited, an independent third party not connected with any of the directors, chief executives of the Company and its subsidiaries or any of their associates (as defined under the Listing Rules)

"Company"
Sun Television Cybernetworks Holdings Limited, a company incorporated in Bermuda with limited liability, the securities of which are listed on the Stock Exchange

"Directors"
directors of the Company

"Downside Price"
55 per cent. of the average closing price per Share for the 30 business days immediately prior to (i) date of the Subscription Agreement, being HK$0.1055, for the Tranche 1 Bonds; and (ii) the Tranche 2 Bonds Closing Date for the Tranche 2 Bonds, the threshold price for the early redemption option of the Company and the Subscriber

"Enlarged Issued Share Capital"
the total issued ordinary share capital of the Company as enlarged by the issue of the maximum possible number of Shares upon full conversion of the Tranche 1 Bonds and exercise of the Option in full

"Equity-Linked Securities"
securities convertible into Shares excluding: (i) Shares; (ii) warrants relating to Shares; (iii) employee share options; (iv) convertible bonds or exchangeable bonds that are issued by the Company other than for cash consideration; and (v) convertible preference shares issued to shareholders of the Company without preference among the shareholders

"Existing Issued Share Capital"
the total issued ordinary share capital of the Company as at 27th February, 2001

"Fixed Conversion Price"
the conversion price of the Bonds into the Shares which is set at 125 per cent. of the average closing price per Share for the 30 business days immediately prior to (i) the date of the Subscription Agreement, being HK$0.2399, representing a premium of about 6.62 per cent. over the closing price of the Shares as at 27th February, 2001 (the trading day immediately prior to the date of the Subscription Agreement); and (ii) the Tranche 2 Bonds Closing Date in respect of the Tranche 2 Bonds, both subject to adjustment

"Floating Conversion Price"
the conversion price of the Tranche 1 Bonds or, as the case may be, the Tranche 2 Bonds into the Shares which is set at 93 per cent. of the average of any 4 consecutive closing prices per Share as selected by the Subscriber during the 30 business days immediately prior to conversion

"Group"
the Company and its subsidiaries

"Hong Kong"
the Hong Kong Special Administrative Region of the People's Republic of China

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

"Maturity Date"
28th February, 2004, the date on which the Tranche 1 Bonds or as the case may be, the Tranche 2 Bonds mature

"Option"
the option granted by the Company to CSFB for the subscription of up to 70 million new Shares pursuant to the Subscription Agreement

"Participation Right"
the subsequent right to participate in a privately placed offering of Equity-Linked Securities if the Right of First Refusal is not exercised

"Redemption Amount"
(i) for the first 360 days after the Tranche 1 Bonds Closing Date (in respect of the Tranche 1 Bonds) and the Tranche 2 Bonds Closing Date (in respect of the Tranche 2 Bonds) as appropriate, 110 per cent. of the principal amount of the Bonds and (ii) for the remaining period up to the Maturity Date, 115 per cent. of the principal amount of the Bonds

"Right of First Refusal"
the right pursuant to which that holder or holders, if any, holding not less than 50 per cent. in aggregate of the outstanding Tranche 1 Bonds shall have the right to subscribe for any privately placed Equity-Linked Securities prior to them being offered to other persons

"Share(s)"
ordinary share(s) of HK$0.02 each in the capital of the Company

"Stock Exchange"
The Stock Exchange of Hong Kong Limited

"Subscription Agreement"
the agreement dated 28th February, 2001 entered into between the Company and the Subscriber relating to the subscription of the Bonds

"Tranche 1 Bonds"
convertible bonds with an aggregate principal amount of US$8,000,000 due 2004 to be issued by the Company and are purchased by CSFB pursuant to the Subscription Agreement

"Tranche 1 Bonds Closing Date"
28th February, 2001, the date on which the Tranche 1 Bonds were issued

"Tranche 2 Bonds"
convertible bonds with an aggregate principal amount of up to US$8,000,000 which are to be issued by the Company on substantially the same terms as in the Tranche 1 Bonds and are to be purchased by CSFB pursuant to an option granted by the Subscriber to the Company after the conversion of the last of the Tranche 1 Bonds

"Tranche 2 Bonds Closing Date"
the date on which the Tranche 2 Bonds are issued

Unless otherwise specified in this announcement, US$1.00 = HK$7.80. No representation is made that any amounts in US$ or HK$ could have been or could be converted at such a rate or at any other rates or at all.

By Order of the Board

Yang Lan

Chairman

Hong Kong, 28th February, 2001

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