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Detailed Discussion of Financials

Turnover

Turnover of the Company for the year ended 31st December 2000 dropped from 

HK$280.7 million for 1999 to HK$43.7million for 2000 and its net loss decreased

from HK$496.1 million for 1999 to a net loss of HK$200.9 million.  The reduction of

turnover was due to the closure of the computer monitor business, which had contributed

97% or HK$273.8 million to 1999’s revenue. 

The Company’s revenues for 2000 were derived from its involvement in the digital

transmission business and from the provision of financial and consumer data.  

Digital transmission revenues for year 2000 were HK$27.9 million as compared to none

for the previous year and accounted for 64% of total turnover for 2000.  DVN expects

that digital transmission revenues will continue to account for a majority of its future

turnover. 

Revenues from the provision of financial and consumer data increased 127% from

approximately HK$7.0 million to HK$15.8 million.  As DVN did not acquire Dynamic

until August 1999, revenues from this line of business were only booked from the time of

its purchase.  This line of business accounted for 36% of this year’s turnover.  DVN

foresees that revenues from Dynamic’s existing business model will continue in the

foreseeable future to account for a small portion of its turnover. 

Cost of Sales & Gross Profit

Cost of Sales decreased substantially over the previous year due to the refocus of DVN’s

business efforts.  Cost of sales decreased by 89% from HK$271.9million in 1999 to

HK$30.1 million in 2000.  As a result of the larger drop in cost of sales than in turnover,

gross profit for year 2000 increased by 53% over that of the year before, increasing

from approximately HK$8.9 million to approximately HK$13.6 million.  The gross profit

margin for year 2000 was 31% as compared to 3% in 1999.  DVN expects that gross

profit margins will remain relatively high as it continues to expand into the more profitable

digital transmission business.
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Operating Expenses

OTHER REVENUE.  Other revenue increased by 517% from HK$2.8 million to HK$17.4

million.  It is comprised of interest income and gains on disposals of investments and

fixed assets.

SELLING AND ADMINISTRATIVE EXPENSES.  Selling and administrative expenses

increased by 74% from approximately HK$35.1 million to HK$61.0 million.  The

increase is due to the higher number of staff working at DVN as well as the offices

opened in 2000 to support the expansion of the digital media transmission business in

China.  We expect selling and administrative expenses to increase further in 2001 due

to the opening of further new offices and the establishment of a new research and

development facility in Shenzhen. 

OTHER OPERATING EXPENSES. Other operating expenses before provisions and write

offs include losses from disposals on fixed assets and investments.  Such expenses

decreased 87% from approximately HK$161.4 million in 1999 to approximately

HK$21.8 million in year 2000.  This was due to the streamlining of the group’s

businesses that started in 1999 and was completed in year 2000.

Losses from operating activities before provisions and write offs decreased 72% from

HK$184.8 million in 1999 to HK$51.8 million in year 2000.  This is due to the higher

profitability of the digital transmission business over computer monitor business as well as

fewer losses recorded in 2000 than in 1999.  

PROVISIONS AND WRITE OFFS.  Provisions and write offs increased in year 2000 by

10% from HK$115.6 million in 1999 to HK$127.5 million.  This was due to the desire

by DVN’s management to finalize the company’s restructuring and provide, in future

financials, a clear picture of DVN’s digital media transmission business.  As such DVN

wrote off approximately HK$84.3 million of goodwill on its purchase of Dynamic whose

market has changed from the time of its purchase.  For prudence purposes, a HK$43

million provision against loan receivables that were related to the divestment of non-core

business units was also booked. 

Liquidity and Capital Resources 

DVN has financed its growth primarily through the issuance of new shares and internally

generated cash.  In February, DVN placed 34.7 million new shares, raising HK$205.9

million.  At the end of year 2000, its current ratio was 3.75 and its cash and bank

balances amounted to HK$51.2 million.  DVN had no long term debt outstanding, no

bank drafts, nor any contingent liabilities outstanding as at year end.
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