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MAP showing DVN’s penetration

DVN System Installed



Cable subscribers in DVN’s Territory

Province/Municipality Number of Cable Households Sale or Lease

(millions)

Suzhou 0.3 Lease

Shandong 6.0 Lease

Hebei 3.0 Lease

Zhongshan* 0.8 Lease

Zhejiang** 4.0 Lease

Shen Li Oil Field 0.12 Sale

Shanghai 3.4 Sale

Foshan 0.6 Sale

Henan^ 4.0 Sale

Shaanxi^ 2.5 Sale

Hunan** 3.8 Sale

Hubei** 4.5 Sale

Tianjin** 1.5 Sale

Guangzhou*** 1.2 Sale

Total 35.72

* Signed in 2001
** System installed, pending finalization
*** Under negotiation
^ Installed in 2000 but to be commissioned 

in 2001

^
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Customers

DVN had installed, by December 2000, digital broadcasting platforms in eight locations

throughout China, giving DVN access to over 19 million existing cable subscribers.  In

2000, DVN had sold outright three digital broadcasting platforms, one to its strategic

partner and two directly. Another two platforms were installed on behalf of DVN’s

strategic partners but will not be commissioned until 2001.   DVN had also entered into

leasing agreements with three CATVs under which it will receive technology support and

equipment fees from the additional income derived by the CATV from the use of DVN’s

systems.  This arrangement provides DVN access to the subscription fees collected by the

CATVs for the provision of interactive pay TV services.    
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Leasing Contracts Sale of Platforms

• Suzhou • Shanghai

• Shandong • Shen Li Oil Field

• Hebei • Foshan

• Henan*

• Shaanxi*

* To be commissioned in 2001
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Shanghai

In October, DVN signed a contract to sell a digital broadcasting platform to Shanghai

Broadcasting Bureau’s Technical Center ("SBBTC").  The completion of the platform’s

installation and all related tests have been performed to date. 

SBBTC is a wholly owned subsidiary of Shanghai Broadcasting Bureau, which among

other things regulates all broadcasts in the Shanghai region.  The purchase of DVN’s

platform is to upgrade Shanghai’s broadcast network from analog to digital in order to

improve the quality of the broadcasts and the usage of the cable bandwidth.  The three

main broadcasters in Shanghai: Shanghai TV Station; Oriental TV Station; and Shanghai

Cable TV Station, will all use the platform to broadcast their programs over Shanghai

Cable TV Network.  SBBTC will be responsible for the day-to-day management and

operation of the system.  The three broadcasters will be responsible for marketing the

platform’s services and the STBs to the end-users.  
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Suzhou

DVN in October 2000 finalized the leasing contracts with Suzhou Cable TV Network

Company ("SCTV"), the commercial arm of the local broadcasting bureau.  The contracts

lay out the terms for the 10-year lease of DVN’s interactive TV platform to SCTV.  Sales of

the STBs and roll out of the service did not begin until December 2000.

Suzhou has over 400,000 existing cable TV subscribers receiving analog broadcasts.  A

premium service, targeted at expatriates stationed in Suzhou, is currently on offer.  A

standard service, targeted at local people, will be offered in the near future and will

provide real time financial data and news broadcasts.  DVN received its first technical

and support fee from subscriptions collected in December.

Hebei & Shandong 

DVN’s contracts with the Hebei and Shandong Provincial CATVs and their terms and

conditions therein are similar to those signed with the Suzhou CATV operator.  Video and

near video on demand broadcasts were delayed due to licensing procedures

promulgated by China’s broadcasting bureau at the end of year.  Roll out of interactive

pay TV services in Shandong and Hebei has been limited to on-line news and financial

information as well as local broadcasts.

DVN’s partner, Hebei Provincial CATV, received, in March 2001, the first such license to

be issued allowing commencement of full pay TV services in its province.  Hebei

Provincial CATV is working with four municipal CATVs to begin roll out of the new

interactive pay TV services.  Shandong Provincial CATV expects to receive its license for

pay TV services within the first half of 2001 and will begin roll out of its interactive pay

TV services as soon as practicable.   

44

Operations 
Review

zhou

Sh
Nanjing

Hefei
Hangzho

nan Anhui

Jiangsuzhou

Nanjing

nan Anhui

Jiangsu

Sh
anjing

ei
Hangzho

Jiangsu

Beijing
Dali

Hebei

Dali

ebei

Jinan
Qingdao

Shen Li Oil F

Jiangsu

Shandong

Jinan
Qingdao

Shen Li Oil F
Shandong

Qingdao

Shen Li Oil F

Jiangsu

ng

Suzhou
Hebei & Shandong 



Yellow
Sea

East China
Sea

Karamay

Urumqi

Yumen

Golmud Xining
Lanzhou

Lhasa

Yinchuan

Hohhot Beijing

Shijiazhuang

Tianjin
Dalian

Shenyang

Changchun

Qiqihar

Harbin

Hailar

Yantai

Jinan
Qingdao

Shen Li Oil Field

Taiyuan

Zhengzhou

Shanghai
Nanjing

Hefei
Hangzhou

Wuhan

Nanchang

Fuzhou

Changsha

Kunming

Guiyang

Chongqing
Chengdu

Xi’an

Xiamen

Qinghai

Sichuan

Gansu

Ningxia

Shaanxi

Shanxi

Henan

Hubei

Guizhou

Guangdong

Jiangxi

Fujian

Zhejiang

Anhui

Jiangsu

Shandong

Hebei

Nei Mongol

Liaoning

Jilin

Heilongjiang

Hunan

— —

ANNUAL REPORT 2000 45



46

Employees and Offices

As of March, 2001, DVN had 285 employees, including 103 in engineering and

product development.  DVN has offices in Beijing, Shanghai, Suzhou, Jinan, Zhongshan,

Hangzhou, Shijiazhuang, Baoding and Shenzhen.  Subject to discussions with DVN’s

partners, DVN may open more offices during 2001, in order to provide technical and

operational support to the local CATV operators.

HiTV Disposal

In December, DVN disposed of a 24.3% stake in HiTV out of a total 36.4%.  DVN

received as consideration for the sale of its interest HK$30 million, the rights and licenses

to a film library valued at HK$17 million and the cancellation of HK$34.2 million in

debt owed by DVN to HiTV.  By year-end, DVN had sold its remaining interest in HiTV.

After the restructuring of DVN’s business operations earlier in the year, it became clear

that the business focus of HiTV, media and content programming, lay outside DVN’s

primary business focuses.  However, as the major shareholder in HiTV, multiple demands

were placed on DVN.  It was believed that by disposing of its interest in HiTV, DVN

would be better able to concentrate its efforts on its core business proficiencies, digital

media transmission systems.  The disposal allows DVN to maximize its marketing efforts

and not be distracted by businesses outside its primary business lines.
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Year at a Glance

12.2000
Sold head end to Shanghai
Broadcast ing Bureau and
received the f i rs t  payment
installment in January 2001.

New digital pay TV licensing
procedures promulgated by
China‘s SARFT 

Began commercial roll out of
premium interact ive pay TV
services in Suzhou; received first
payment from subscription fees.
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Competitive Advantages 

• Offers CATV operators the most complete digital broadcasting system using the most

advanced technologies at the lowest price.

• A pioneer of digital video broadcasting technology in China.  Fully owned and

developed systems by DVN include the broadcast control system, conditional access

system, subscriber management system and bank billing system.

• Enjoys first mover advantage in the market.

• Established network of strategic alliance partners with a strong base of subscribers.

• An effective billing system for subscription fee collection and T-commerce.

• Strong research and development team in the forefront of DVB technology.

Future plans and strategies

In year 2001, DVN will focus on rolling out interactive pay TV services in conjunction with

their partners in Jiangsu, Hebei, and Shandong Provinces.  DVN will also assist its other

partners in obtaining the necessary license to broadcast pay TV services.    DVN will  work

with its strategic partners to penetrate additional provincial markets and provide support

where necessary with the sale of its STBs.  

DVN continues to install its platforms in new locations throughout China.  As of March 31st,

2001, DVN had signed one new contract and was negotiating another to install its systems

through long term leases and had entered into arrangements for the sale of four platforms to

one of its strategic partners, giving DVN access to a further 15 million CATV subscribers.

DVN also continues to endeavor to bring the highest quality content to the CATV operators to

broadcast over the platforms.  It is the Management’s belief that quality content will not only

provide CATV operators a marketing advantage and assist in the promotion of premium pay

TV services but also increase the revenue potential of the CATV operators.  DVN is

considering introducing real-time international financial data for broadcast over the digital

platform to its Chinese partners as the China market opens up and investors are able to invest

outside of China.  DVN also plans to introduce interesting and desirable applications over the

platform that will turn the subscribers’ TV into a multi-media home terminal and concurrently

generate a new revenue source for the CATV operators.  DVN is already in discussions with

major securities firms to install the application software necessary to trade stocks over the

digital platform. .   
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DVN will continue to invest in research and development to maintain its cutting edge in

digital broadcasting technology.  In the first three months of 2001, DVN has established a

new research and development center in Shenzhen staffed with 40 people to focus on the

development of miniature digital video broadcasting systems for community networks.  This

is in addition to DVN’s research and development centers in Shanghai and Hong Kong.  

DVN is also exploring potential sales of its platform to CATV operators outside of the PRC, in

particular Southeast Asia where the cable infrastructure is suitable for DVN’s platform.

Risk management

DVN’s exposure to China’s broadcasting industry results in a multitude of risks that could

impair its business.  However, DVN has structured its business to minimize these risks.  DVN

will closely monitor changes in the market and will adopt a prudent and adaptive approach

in order to continue to minimize its risks as well as maximize shaerholders‘ value.

Due to the newness of digital broadcasting technology and its capabilities, China‘s

regulatory environment and the broadcasting industry‘s structure is evolving.  It is

possible that future policy changes could impede DVN‘s operations.

DVN has structured its involvement in China to fall within the rules and regulations

regarding foreign involvement in the broadcasting industry.  The trend in China, as

promoted by the SARFT, is to upgrade China‘s boradcasting industry from analogue to

digital and DVN‘s technology supports this switch.  In addition, DVN’s leasing contract

and its related payment terms has been vetted by the SARFT under Hebei Provincial

CATV’s license application and a Pay TV license was issued to Hebei Provincial CATV

using DVN‘s platform to broadcast interactive Pay TV services.

There is no guarantee that all of the CATV operators, which have installed DVN’s

system, will receive the necessary license for pay TV broadcasts

DVN’s leasing contracts with its other partners have the same terms and conditions to the

contract already vetted by the SARFT under Hebei Provincial CATV's license application.

As such DVN believes that its other partners should be able to obtain the required

broadcasting licenses without much trouble.  In the meantime, in provinces where DVN‘s

platforms are installed, but the required pay TV licenses have not yet been received,

limited digital services will be offered over the platform which will include real time and

personalized news and financial information services.

As new technologies are involved, there may be delays in the implementation and

roll out of the digital broadcast services

DVN’s system has been fully tested and is now operational in Suzhou and Foshan.  As

such even though there may be minor installation difficulties in other locations, DVN does

not expect any major obstacles.
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