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Overview

DVN is a leading provider of comprehensive digital transmission platforms that deliver

confent, services and applications to end-users, in particular cable TV subscribers.

CATV operators use DVN's platforms to improve the transmission efficiency, quality and

types of content and services broadcast over their networks. As a result of improved

content quality and breadth of services, the CATV operator is able to better utilize its

cable bandwidth and increase its revenue sources. Subscribers in return for paying

higher subscription fees enjoy premium content and new services, which include real

time news, weather and financial information as well as personalized broadcasts.

Eventually the subscriber will be able to use the television set as a point of sales device

trading stocks and buying items over the TV.

Total Solution Provider at Affordable Prices

DVN's platform is inclusive of the hardware, software and applications needed by the
CATV operafor to run a digital broadcasting business; the digital STB required by the
subscriber fo receive the digital broadcasts; and confent and services to be broadcast
over the platform. CATV operafors, instead of using multiple vendors to piece together a
digital broadcasting system, benefit significanily from using DVN's end-to-end furnkey
solution.  CATV operators save significant costs, such as in manpower, fime, software
royalties and logistics, from using a totally infegrated, turnkey solution, designed and
owned by DVN. These significant savings and a short construction period allow the
CATV operafors fo offer inferactive TV services quickly and at prices affordable to the
Chinese today. Additionally DVN provides its CATV operators with continuous software
and sysfem upgrades, freeing up CATV operators resources to focus on their core
business competencies and ensuring that the platforms technology remains on the cutting

edge.
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Change in name from DVB fo
DVIN.

Management re-organization,
Terry Lui became the CEO of the
Company.

Began platform installation at
Foshan City, Guangdong
Province CATV
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Flexible System that Allows for Change and Growth

DVN's platform, which runs on both existing analog networks and new generation
broadband networks, precludes the necessity for CATV operators to upgrade its network
further for digital broadcasts. The DVN platform is a scalable, open system that not only
accommodates numerous income-generating services but also supports multiple hardware
devices, such as personal computers and telephones.  Income-generating Tcommerce

services expected fo be offered over the plafform include online trading, banking and

shopping.

Tailored for China’s Needs

DVN's system also provides CATV operators with an automatic fee collection system that
not only improves the cash flow of the CATV operators but also provides a viable
payment method for Tcommerce fransacted over the system. Combined with DVN's
highly complex encryption system, the CATV operator is able to offer its end-user a secure
environment in which fo do ondine transactions. The encryption system is also used to
prohibit non-paying end-users from receiving confent and promotes consumers to sign up

for the digital service.

Received All Required Government Approvals

DVN's STB receives, deciphers and de-scrambles the broadcasts signals sent through the
cable network. Each STB is equipped with a Smart Card, which is one of the key
components of the platform’s conditional access system. The Smart Card controls the
STB's output as well as turns the TV info a point of sales device. DVN's STB is one of
three that have received government approval for distribution and use by CATV operators

in China.

International Financial Data Provider

DVN through ifs group company, Dynamic, also disseminates real time infernational
financial market information and selective real time consumer data to end users in the
PRC, Malaysia, Singapore, Taiwan and Hong Kong.  The type of content provided

includes equity, commodities and foreign exchange real time data.
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Premium Services for which Subscribers Ready and Willing to Pay

Broadcasts over DVN's platform offers subscribers, at an acceptable price, an interactive
TV experience with premium content, near video on demand service and real time and
personalized news and financial information services. Tcommerce opportunities, such as

online trading, banking and shopping, are expected to be offered in the near future.

Access to Premium Content

Many confent providers have been hesitant fo license their content in China due to piracy
concems and the difficulty to verify and collect licensing royalties. DVN's digital broadcasting
system provides not only a secure and encrypted fransmission platform but also clear records of
content viewer-ship allaying content providers concerns over piracy and providing proper
assessment of licensing royalties owed. As a result, content providers are willing to license

premium content fo CATV operators improving the quality of content broadcast over the platform.

On-line Commerce

Currently in China, most consumers do not have a credit card. Debit cards are offered
only regionally and only in the major cifies. Additionally, only 0.5% of the population
has access to the Infemet af home, with a majority of users accessing the Internet af
workplaces. Internet security among e-commerce operators is limited and a well-

developed nationwide transportation system does not exist.

DVN's platform offers subscribers and vendors a secure payment system with the use of the
Smart Card.  The DVN platform is connected to the subscriber's bank and each subscriber’s
fransactions are verified and deducted from available funds in the subscriber’s bank account
before the fransaction is sefiled, thereby securing payment for the vendor. The subscriber does
not need fo provide any confidential information since the Smart Card, which is pre-registered
by the subscriber, will provide such identification fo the network. The sysfem is convenient fo
the subscriber and secure as all information is encrypted on the refurn path fo the head end.
DVN believes that online stock tfransactions over ifs platform will be the first significant onine
commercial acfivity to be offered. It is envisaged that fees from onine trading, and in the

future, onine shopping, will be a significant contributor to its revenues.

Other interactive services such as pay-perview, video leasing and pay-per-game services

will be offered in the near future over DVN's platform as the subscriber base grows.
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DVN'’s Business Model

DVN, in offering CATVs a total solution, derives revenue from three main lines of

business: integrated platform provider; content aggregator; and provider of value

added services.

Platform Provider

DVN designs, infegrates and insfalls platforms for CATV operators that will allow it to
deliver interactive pay TV services to ifs subscribers. DVN provides all the system
components at the operator level, which include the broadcast control system, conditional
access system, subscriber management systfem and the hardware as well as the digital
STBs at the subscriber level. DVN either sells the system outright or enters into leasing
contracts with the CATV operator. If DVN sells the system outright, it receives an annual
maintenance fee over the contractual period on top of the sales price of the platform.
Under the leasing option, in consideration for the lease of its platform, continual platform
mainfenance and application software upgrades, DVN receives a percentage of all

subscription fees collected for digital broadcasts over the contractual period.

Under either option, the CATV operator will sell DVN's STB to subscribers who wish to

receive digital broadcasts. DVN usually receives sales revenue from the resale of the STB.
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DVN’s STB,
necessary approvals from SARFT

received all

in China, one of only three.

Began platform installations at
Shandong Provincial and Suzhou

City, Jiangsu Province CATVs.

Signed Deed altering conditions
of HiTV Agreements
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Content Aggregator

DVN receives royalties or fee from the CATV operators for providing them with content,
which includes video, dafa and text. DVN has a 30 year exclusive licensing contract
with China Star Entertainment Limited, a leading Chinese film production house in Hong
Kong, to broadcast in China their fifles over DVN's platform. DVN also has license to a
library of over 1,000 movie and educational fitles, plus over 1,000 hours of
documentaries, from confent providers. DVN also receives fee income for the ondine
news and financial information it provides to the CATV operators. Through its sfrategic
partner, DVN is able to infroduce content from Discovery, Disney, Shanghai Film

Production Works, the Fashion Channel and MTV.

Value Added Service Provider

The number and type of applications that DVN's platform is able to support is limitless.
This is due fo the open architecture of the system as well as the installation of the Smart
Card in each subscriber’s STB. Inferactive services currently envisaged include on-line
trading, on-ine shopping and home banking to name a few. The Smart Card provides
not only a secure transaction environment but also a payment method. DVN has already
developed the application for a major PRC brokerage firm that will enable stock trading
over the platform. DVN will in tun receive a fee for each transaction conducted over the
platform. DVN envisages that this will be a major contributor fo ifs revenues in the future.
Negotiations are also underway to provide interactive TV subscribers with a home
shopping service. All the above services will provide a more diversified revenue base to

both DVN and its CATV pariners.
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Largest Cable Television Market in the World

TV penetration in Chinese households is nearly 100% as compared to 0.5% for

personal computers.  Additionally China currently has over 80 million cable TV

subscriber households, increasing at 10 million a year. This is greater than the 60

million subscribers in the United States and the 50 million subscribers in Europe. In

addition China’s cable network is comprised of over 300,000 kilometers of laid cable.

Modern Cable Network with Excess Bandwidth

As China’s cable networks were recently installed and are relatively modern, most of the
laid cable network s fiber opfic and hybrid fiber coaxial ["HFC"), providing broadband
fransmission speeds of over 2 megabytes per second (‘mbps”). This is compared to that
of personal computer modems of 56 kilobytes per second, Integrated Service Digital
Networks ("ISDN") of 128 kilobytes per second and Asymmetric Digital Subscriber Lines
["ADSL") of between 1.5 mbps and 8 mbps only if within 5 kilometers of the telephone
company’s local exchange. Only ADSL networks come close to achieving similar
fransmission speeds fo those of cable TV HFC but such ADSL network services are
currently only on offer in Shenzhen, Beijing and Shanghai and charges over these
networks are very expensive. The size of these networks is also resfricted due to the
necessity for users to be within a 5 kilometer proximity of the telephone company.
However, despite the modemity of China’s cable network, most of the cable network only

provides for one-way transmission.
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Completed platform installation at

Henan Provincial CATV.

Completed platform installation
and commissioning at Foshan
City, Guangdong Province CATV

FEHEER REREGESTFE -

TEERA PRI Sec s F B RIRAIRIE -

Analog Vs Digital

CATVs in China currently ufilize analog broadcasting technology. Analog technology, as
compared fo digital broadcasting technology, does not fully utilize the bandwidth and
revenue generating capacity of the cable network and does not provide any encryption.
Additionally, transmission is very susceptible fo interference. Digital broadcasting, on the
other hand, by using compression technology increases broadcasting transmissions by at
least 6 times and allows the CATV operator to diversify and increase revenues by offering
premium confent and new services. Furthermore, digital signals may be encrypted under

complicated methods making it very difficult and uneconomic to decode.

Limited Revenue Base

Through the provision of enhanced services and quality content, the CATV operator is
able to charge higher subscription fees and advertising charges as well as receive fee
income from future Tcommerce services. Currently CATV operators charge subscribers
about RMB 8 per month as a maintenance fee. However, the fees are collected
manually, which results in high leckage and expensive collection costs. Subscription
charges of RMB 8 per month are among the cheapest fees in the world, even lower than
in Indio. As a result, the CATV operators operate on very thin margins and rely heavily
on advertising revenues to supplement their incomes. As such, DVN's digital
broadcasting platform provides a beneficial solution to CATV operators in the PRC by
providing multiple revenue generating sources, an electronic fee collection system and a
highly complex encryption system that prohibits non-payers from viewing the contents as

well as provides a secure onine transaction environment.

Closed Market with High Barriers to Entry

China's broadcasting industry is largely closed to foreign involvement.  Foreigners are
restricted from operating or owning cable TV networks within China. However,
according fo the head of China's SARFT, Mr. Xu Guang Chun, foreign firms are able to
provide cable TV networks with infrastructure technology and value added services.
Under DVN's current business model, DVN provides only the technology and equipment
required by the CATVs to run and operate interactive pay TV services.

Cable operators must apply for a license, as promulgated by the SARFT in December
2000, to broadcast pay TV services. To date, only one such license has been issued to
Hebei Provincial CATV in March 2001. Hebei Provincial CATV using DVN's platform
expects to begin commercial roll out of pay TV services within the second half of 2001.
Shandong Provincial CATV, another DVN leasing partner, has also applied for such a

license and it is expected to be forthcoming in the near future.

DVN through its leasing confracts receives a percentage of the subscription fees collected
for pay TV services broadcast over its platform. DVN also receives sales revenue from the
oufright sales of its platforms and from the resale of its set fop boxes to pay TV subscribers.
Under this structure, DVN is legally able to obtain exposure to China’s potentially lucrafive

broadcasting indusiry without contravening Chinese laws and regulations.
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