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Detailed Discussion of Financials
Turnover

Turnover of the Company for the year ended 31st December 2001 increased
49% to HK$65.0 million for 2001 from HK$43.7 million for 2000 and its net
loss decreased from HK$203.3 million for 2000 to a net loss of HK$41.4 million
for 2001.  The improved performance of DVN was due to the continued
expansion of the high gross margin, digital broadcasting business as well as the
absence of large provisions and write offs that were incurred in year 2000.  

The Company’s revenues for 2001 were derived from its involvement in the digital
broadcasting business and from the provision of financial and consumer data.  

Digital broadcasting revenues for year 2001 were HK$50.3 million as compared
to HK$27.9 for the previous year and accounted for 77% of total turnover for
2001, as compared to 64% of total turnover in 2000.  DVN expects that
revenues from digital broadcasting will continue to account for a majority of its
future turnover, as it is its core business. 

Revenues from the provision of financial and consumer data decreased 6% from
approximately HK$15.8 million to HK$14.8 million.  This line of business
accounted for 23% of this year’s turnover.  DVN foresees that revenues from the
provision of financial data will continue in the foreseeable future to account for a
small portion of its turnover. 

Cost of Sales & Gross Profit

Cost of sales decreased over the previous year due to the continued attention that
DVN put on controlling its expenditures.  Cost of sales decreased by 16% from
HK$30.1 million in 2000 to HK$25.3 million in 2001.  As a result of the drop in
cost of sales, gross profit for year 2001 increased by 193% over that of the year
before, increasing from HK$13.6 million to approximately HK$39.8 million.  The
gross profit margin for year 2001 was 61% as compared to 31% in 2000.  DVN
expects that gross profit margins will remain relatively high as it continues to
expand its digital broadcasting business.
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Other Revenues and Other Operating Income

Other revenues and other operating income increased by 44% from HK$17.4
million to HK$25.1 million. For year 2001, other revenues and other operating
income are comprised of interest income, compensation income from an
intermediate holding company and a write-back of a provision taken in year
2000 against doubtful debts.

Operating Expenses

SELLING AND ADMINISTRATIVE EXPENSES.  Selling and administrative expenses
increased by 28% from HK$61.0 million to HK$78.4 million.  Selling and
administrative expenses increased in 2001 due to the opening of a further four
new offices and the establishment of a new research and development facility in
Shenzhen.  We expect selling and administrative expenses to increase further in
2002 due to the continued expansion throughout China by DVN of its digital
broadcasting business.

OTHER OPERATING EXPENSES. Other operating expenses decreased 87% from
HK$151.7 million in 2000 to approximately HK$19.7 million in year 2001.
This is due primarily to the absence of large provisions and write offs that were
taken in 2000.  In year 2000, provisions and write offs for impairment of
goodwill amounted to HK$128.5 million whereas in 2001 provisions and write
offs amounted to only HK$9.5 million. 

Losses from operating activities decreased 82 % from HK$181.7 million in 2000
to HK$33 million in year 2001.  DVN expects that with the continued roll out of
digital broadcasting services throughout China, its operating losses will continue to
diminish and DVN will soon reach break even.
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Liquidity and Capital Resources 

DVN has financed its growth primarily through the issuance of new shares and
internally generated cash.  In September, DVN placed 38.9 million new shares,
raising net proceeds of approximately HK$77 million.  Since year end, DVN
completed another placement with Zoran, a strategic investor, issuing 18.6 million
new shares and raising approximately HK$39 million.  At the end of year 2001,
its current ratio was 2.17, which is the ratio of current assets to current liabilities
and its cash and bank balances amount to HK$102.5 million.  DVN had no long
term debt outstanding, no bank overdrafts, nor any contingent liabilities
outstanding as at year end.

Charges on Group Assets

US dollar bank deposits with an aggregate carrying value of HK$51.3 million
have been pledged to secure Renminbi (“RMB”) denominated bank loans used to
fund operations in China.  This back to back arrangement limits DVN’s exposure to
RMB fluctuations.  

Exposure to Fluctuations on Exchange Rates and Related Hedges

DVN’s borrowings are primarily denominated in RMB. DVN has no significant
exposure to foreign exchange fluctuations.

38,900,000

77,000,000

Zoran 18,600,000

39,000,000

2.17

102,500,000

51,300,000

“ “


	Cover
	Year at a Glance
	Company Inormation
	Financial GHighlights

	Chairman's Statement
	CEO's Report
	Management Profile
	Operations Review
	Discussion of Financials
	REPORT OF THE DIRECTORS
	AUDITORS’ REPORT
	CONSOLIDATED PROFIT AND LOSS ACCOUNT
	CONSOLIDATED BALANCE SHEET
	BALANCE SHEET
	CONSOLIDATED CASH FLOW STATEMENT
	CONSOLIDATED STATEMENT OFRECOGNISED GAINS AND LOSSES
	NOTES TO THE ACCOUNTS

	Back Cover



