
7 | xx

Statem
ent

C
hairm

an’s



Annual Report 2001

Making the Vision a Reality
During the year under review, DVN has continued to strengthen and

consolidate its position as one of the leading media technology providers in

China.  DVN has focused on the roll out of digital TV services in locations

where its platforms have been installed.  

As of year-end, digital services were commercially operable in
ten locations over DVN’s digital broadcasting platforms of which
five only became operable in December 2001.  DVN receives a
percentage of subscription fees collected for five of the ten new
digital services on offer.  In the other locations, the platforms
were sold outright and as such DVN will only receive ongoing
income in these locations from the sale of its set top boxes.  

DVN has now not only installed digital platforms throughout
China but has made digital TV services an option for the analog
subscribers that reside in these catchment areas.  DVN foresees
increasing subscriber numbers as it continues to roll out digital
services throughout China.  As subscriber numbers grow, DVN’s
turnover will continue to increase as its business model enables it
to share with the local cable operators the increasing subscription
revenues collected from digital services offered over its platforms.
With a technology as new and revolutionary as digital
broadcasting, it is difficult to predict the exact form of the digital
broadcasting industry and its accompanying products in the next
five years.  However, DVN’s business model and technology
provides entry into the households of Chinese consumers at a
basic level so that it will be well positioned to provide the higher
value added, broader range of digital services that will be
demanded in the future.  

DVN has been able to put in place an extensive network of
installed broadcasting platforms, giving it a substantial presence
in China and maximum market coverage.  By offering a Chinese
language digital TV platform tailor-made for the cable TV
(“CATV”) market in China, DVN has successfully installed its
digital broadcasting systems in 19 provinces and municipalities
throughout the People’s Republic of China (”PRC”).  DVN has
local implementation and support service teams throughout China
providing the local CATVs a high level of service and support at
costs significantly lower than international competitors.  Going
forward, DVN will leverage this extensive network of installed
platforms to further penetrate the Chinese market with digital TV
services.
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China continues to be the largest CATV market in the world with over 100 million
users and is already actively participating in the worldwide migration towards
digital interactive TV. Further accelerating the switch from analog to digital is the
estimation that by year 2005, all major provincial and municipal CATVs will have
to start digital broadcasts.  The Chinese cable industry is unique, as its
infrastructure was largely put in place by the Chinese government in order for it to
communicate with its citizens.  As such, the Chinese cable industry is not suffering
from the high debt levels that currently encumber the European cable markets and
is relatively modern offering broadband transmission levels.  On the other hand
though, the Chinese cable industry suffers from lack of content and quality services
as until recently it was treated as a government-run utility. Now with digital
technology at price points that are acceptable to the Chinese consumer, as offered
by DVN, an entire new industry is emerging with the approval of the Chinese
regulatory authorities.  Despite the digital broadcasting industry being new and
fraught with complexities, DVN’s business model provides a beneficial solution to
both the consumers and the cable operators.  It is this solution that has been
perfected over the last three years that gives DVN its competitive advantage and
market leadership position in a market that boasts 100 million potential
subscribers.  

DVN’s exposure to China’s developing broadcasting industry is accompanied by
both a degree of uncertainty as well as unlimited potential.  Due to the newness of
digital broadcasting technology, which merges interactive data, video and audio,
resulting in new services and functions over the TV, the broadcasting industry’s
structure, regulations and services are evolving.  DVN has positioned itself to take
advantage of this potential while minimizing its risks.  It has implemented a flexible
business model that permits and rewards both proactive initiative as well as
defensive maneuvers to take into account changes in the industry as it matures and
changes in the preferences of Chinese consumers.  DVN continues to focus on
technical research and development in order to continuously upgrade and improve
the products it offers and to take advantage of the digital subscriber base to which
it has access.  DVN is also forging new strategic alliances in order to further
strengthen its leading position in the China market and to further its market
penetration by offering Chinese consumers high quality products and services
suitable to their unique requirements.  This dual pronged approach will maintain
DVN’s market leadership and in turn create long term value for its shareholders as
digital subscribers subscribe to a broader range of higher value added services as
the digital industry develops.  DVN will closely monitor changes in the market and
will adopt a prudent and adaptive approach in order to maximize shareholders’
value while providing shareholders the ability to participate in the immensely
interesting and potentially lucrative digital broadcasting revolution.
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DVN is one of the few
foreign companies duly
accredited by China’s
regulatory bodies in
respect of its digital
cable TV broadcasting
technology.



Gratitude to Shareholders, Management and Staff

I would like to thank all DVN’s staff for their hard work and

commitment, which gives the Group the dynamism to succeed in this

cutting edge industry.  I would also like to extend my appreciation to

the other Board members for their invaluable contributions and to our

shareholders for their continued support. 

Gratitude
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