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NOTES TO THE ACCOUNTS

1. Principal accounting policies
The principal accounting policies adopted in the preparation of
these accounts are set out below:

(a) Basis of preparation
These accounts have been prepared in accordance with
accounting principles generally accepted in Hong Kong and
comply with accounting standards issued by the Hong Kong
Society of Accountants (“HKSA”).  They have been prepared
under the historical cost convention.

In the current year, the Group adopted the following Statements
of Standard Accounting Practice ("SSAPs") issued by the HKSA
which are effective for accounting periods commencing on or
after 1st January 2001:

SSAP 9 (revised) : Events after the balance sheet date

SSAP 14 (revised) : Leases 
SSAP 26 : Segment reporting
SSAP 28 : Provisions, contingent liabili t ies and

contingent assets
SSAP 29 : Intangible assets
SSAP 30 : Business combinations
SSAP 31 : Impairment of assets
SSAP 32 : Consolidated financial statements and

accounting for investments in subsidiaries

The effect of adopting these new standards is set out in the
accounting policies below.  Certain comparative figures have
been reclassified to conform to the current year’s presentation.
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1. Principal accounting policies (Continued)

(b) Group accounting

(i) Consolidation
The consolidated accounts include the accounts of the
Company and its subsidiaries made up to 31st December.
Subsidiaries are those entities that are controlled by
the Group.

The results of subsidiaries acquired or disposed of during the
year are included in the consolidated profit and loss
account from the effective date of acquisition or up to the
effective date of disposal, as appropriate.

All significant intercompany transactions and balances
within the Group are eliminated on consolidation.

The gain or loss on the disposal of a subsidiary represents the
difference between the proceeds of the sale and the Group’s
share of its net assets together with any unamortised goodwill
which was not previously charged or recognised in the
consolidated profit and loss account.

Minori ty interests represent the interests of outside
shareholders in the operating results and net assets of
subsidiaries.

In the Company’s balance sheet the investments in
subsidiaries are stated at cost less provision for impairment
losses.  The results of subsidiaries are accounted for by the
Company on the basis of dividends received and
receivable.

(ii) Translation of foreign currencies
Transactions in foreign currencies are translated at exchange
rates ruling at the transaction dates.  Monetary assets and
liabilities expressed in foreign currencies at the balance
sheet date are translated at rates of exchange ruling at the
balance sheet date.  Exchange differences arising in these
cases are dealt with in the profit and loss account.
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1. Principal accounting policies (Continued)

(ii) Translation of foreign currencies (Continued)

The balance sheet of subsidiaries expressed in foreign
currencies are translated at the rates of exchange ruling at
the balance sheet date whilst the profit and loss is translated
at an average rate.  Exchange differences are dealt with as
a movement in reserves.

(c) Fixed assets
(i) Fixed assets

Fixed assets, comprising leasehold improvements, furniture
and fixtures, office equipment, network equipment and
toolings, network under construction and motor vehicles are
s tated at cost less accumulated depreciat ion and
accumulated impairment losses.

Fixed assets are depreciated at rates sufficient to write off
their cost less accumulated impairment losses over their
estimated useful lives on a straight-line basis.  The principal
annual rates are as follows:

Leasehold improvements Over the terms of the lease
Furniture and fixtures 18% to 30%
Office equipment 18% to 25%
Network equipment and toolings 25% to 33.3%
Motor vehicles 18% to 33.3%

The cost of the network comprises assets and equipment of the
digital broadcasting systems purchased at cost, together with
direct payroll and overhead attributable to the cost of construction
and installation of the system.  Depreciation of the network
commenced from the date of commencement of the network.

No depreciation is provided for that part of the network
under construction, including equipment therein.

Improvements are capitalised and depreciated over their
expected useful lives to the Group.

Notes to The Accounts 
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1. Principal accounting policies (Continued)

(ii) Impairment and gain or loss on sale
At each balance sheet date, both internal and external
sources of information are considered to assess whether
there is any indication that assets included in fixed assets
are impaired.  If any such indication exists, the recoverable
amount of the asset is estimated and where relevant, an
impairment loss is recognised to reduce the asset to its
recoverable amount.  Such impairment losses are
recognised in the profit and loss account.

The gain or loss on disposal of a fixed asset is the difference
between the net sales proceeds and the carrying amount of the
relevant asset, and is recognised in the profit and loss account.

(d) Intangibles
(i) Goodwill

Goodwill represents the excess of the cost of an acquisition
over the fair value of the Group’s share of the net assets of
the acquired subsidiary at the date of acquisition.

In accordance with SSAP 30, goodwill on acquisitions
occurring on or after 1st January 2001 is included in
intangible assets and is amortised using the straight-line
method over its estimated useful life.  With the adoption of
SSAP 30, the directors have reviewed the estimated useful
life and reduced the amortisation period from a maximum
period of 40 years to 20 years.  The change in estimate
has no material impact on current year’s results.

The gain or loss on disposal of an entity includes the
unamortised balance of goodwill relating to the entity
disposed of.
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1. Principal accounting policies (Continued)

(ii) Research and development costs
Research costs are expensed as incurred.  On the adoption
of SSAP 29, costs incurred on development projects are
recognised as an intangible asset where the technical
feasibility and intention of completing the product under
development has been demonstrated and the resources are
available to do so, costs are identifiable and there is an
ability to sell or use the asset that will generate probable
future economic benefits.  Such development costs are
recognised as an asset and amortised on a straight-line
basis over a period of not more than 5 years to reflect the
pattern in which the related economic benefi ts are
recognised.  Development costs that do not meet the above
criteria are expensed as incurred.  Development costs
previously recognised as an expense are not recognised as
an asset in a subsequent period.

Previously, the Group capitalised and amortised all
development costs including those which do not meet the
new criteria for recognition as intangible assets under SSAP
29.  In accordance with the transitional provision of SSAP
29, those deferred development costs which do not meet
the recognition criteria have been adjusted so that the
2000 comparatives presented have been restated to
conform to the new accounting standard.

As a result, the Group’s loss attributable to ordinary
shareholders for the year ended 31st December 2000 was
increased by HK$2,400,000 and the accumulated losses
brought forward as at 1st January 2000 were increased by
HK$2,651,000.  Accordingly the accumulated losses
brought forward as at 1st January 2001 were increased by
HK$5,051,000.

(iii) Film rights
Expenditure incurred for the acquisition of film rights is
capitalised.  The film rights are included in intangible assets
and are amortised using the sum-of-digit method over the
terms of the licensing period.

Notes to The Accounts 
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1. Principal accounting policies (Continued)

(iv) Impairment of intangible assets
Where an indication of impairment exists, the carrying
amount of any intangible asset, including goodwill
previously written off against reserves, is assessed and
written down immediately to its recoverable amount.

(e) Investment securities
Investment securities are stated at cost less any provision for
impairment losses.

The carrying amounts of individual investments are reviewed at
each balance sheet date to assess whether the fair values have
declined below the carrying amounts.  When a decline other
than temporary has occurred, the carrying amount of such
securities will be reduced to its fair value.  The impairment loss is
recognised as an expense in the profit and loss account.  This
impairment loss is written back to profit and loss account when
the circumstances and events that led to the write downs or
write offs cease to exist and there is persuasive evidence that the
new circumstances and events will persist for the foreseeable future.

(f) Inventories
Inventories are stated at the lower of cost and net realisable
value.  Cost is calculated on the first-in, first-out basis.  Net
realisable value is determined on the basis of anticipated sales
proceeds less estimated selling expenses.

(g) Work in progress
Work in progress is recorded at the amount of cost incurred to
date plus at t r ibutable profi t  less foreseeable loss and
progress billings.

(h) Accounts receivable
Provision is made against accounts receivable to the extent they
are considered to be doubtful.  Accounts receivable in the
balance sheet are stated net of such provision.



116 | 117

1. Principal accounting policies (Continued)

(i) Cash and cash equivalents
Cash and cash equivalents are carried in the balance sheet at
cost.  For the purposes of the cash flow statement, cash and
cash equivalents comprise cash on hand and bank balances.

(j) Provisions
In accordance with SSAP 28, provisions are recognised when
the Group has a present legal or constructive obligation as a
result of past events, it is probable that an outflow of resources
will be required to settle the obligation, and a reliable estimate
of the amount can be made.

(k) Deferred taxation
Deferred taxation is accounted for at the current taxation rate in
respect of timing differences between profit as computed for
taxation purposes and profit as stated in the accounts to the
extent that a liability or an asset is expected to be payable or
recoverable in the foreseeable future.  A deferred tax asset is not
recognised unt i l  i t s  real isat ion is assured beyond
reasonable doubt.

(l) Contingent liabilities and contingent assets
A contingent liability is a possible obligation that arises from
past events and whose existence will only be confirmed by the
occurrence or non-occurrence of one or more uncertain future
events not wholly within the control of the Group.  It can also be
a present obligation arising from past events that is not
recognised because it is not probable that outflow of economic
resources will be required or the amount of obligation cannot be
measured reliably.

A contingent liability is not recognised.  When a change in the
probability of an outflow occurs so that outflow is probable, it
will then be recognised as a provision.

Notes to The Accounts 
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1. Principal accounting policies (Continued)

(l) Contingent liabilities and contingent assets (Continued)

A contingent asset is a possible asset that arises from past events
and whose existence will be confirmed only by the occurrence
or non-occurrence of one or more uncertain events not wholly
within the control of the Group.

Contingent assets are not recognised but are disclosed in the
notes to the accounts when an inflow of economic benefits
is probable.  When inflow is vir tually certain, an asset
is recognised.

(m) Operating leases
Leases where substantially all the risks and rewards of ownership
of assets remain with the leasing company are accounted for as
operating leases.  Payments made under operating leases net of
any incentives received from the leasing company are charged
to the profit and loss account on a straight-line basis over the
lease periods.

(n) Revenue recognition
Revenue from the sale of goods is recognised on the transfer of
risks and rewards of ownership, which generally coincides with
the time when the goods are delivered to customers and title
has passed.

Revenue from the design, integration and installation of digital
broadcasting systems is recognised upon the satisfactory
completion of each installation and acceptance by the
customers.

Service fee income for provision of international financial market
information and selective consumer data is recognised on a
straight-line basis over the period of the service contract.

Revenue from the leasing of digital broadcasting network
equipment and technical know-how and related software is
recognised on an agreed proportion of net subscription income
received from ultimate customers of the leasee in accordance
with the respective agreements.



118 | 119

1. Principal accounting policies (Continued)

(n) Revenue recongition (Continued)

Interest income is recognised on a time proportion basis, taking
into account the principal amounts outstanding and the interest
rates applicable.

Dividend income is recognised when the right to receive
payment is established.

(o) Retirement benefit costs
The Group operates a defined contribution Mandatory Provident
Fund retirement benefits scheme (the “Scheme”) under the
Mandatory Provident Fund Schemes Ordinance, for all those
employees who are eligible to participate in the Scheme.  The
Scheme became ef fective from 1st December 2000.
Contributions are made based on a percentage of the employees’
basic salaries and are charged to the profit and loss account as
they became payable in accordance with the rules of the Scheme.
The assets of the Scheme are held separately from those of the
Group in an independent administered fund.  The Group’s
employer contributions vest fully with the employees when
contributed into the Scheme except for the Group’s employer
voluntary contributions, which are refunded to the Group when the
employee leaves employment prior to the contributions vesting
fully, in accordance with the rules of the Scheme.

The Company’s subsidiaries in Mainland China are members of
the state-managed retirement benefits scheme operated by the
government of the Mainland China.  The retirement scheme
contributions, which are based on a certain percentage of the
salaries of the subsidiaries’ employees, are charged to the profit
and loss account in the period to which they relate and
represent the amount of contributions payable by these
subsidiaries to the scheme.

Notes to The Accounts 
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1. Principal accounting policies (Continued)

(p) Borrowing costs
Borrowing costs that are directly attributable to the acquisition,
construction or production of an asset that necessarily takes a
substantial period of time to get ready for its intended use or
sale are capitalised as part of the cost of that asset.

All other borrowing costs are charged to the profit and loss
account in the year in which they are incurred.

(q) Segment reporting
In accordance with the Group’s internal financial reporting, the
Group has determined that business segments be presented as
the primary reporting format and geographical as the secondary
reporting format.

Unallocated income and costs represent corporate income and
expenses.  Segment assets consist primarily of intangible assets,
fixed assets, inventories, receivables and bank balances and
cash, and mainly exclude investments in securities.  Segment
liabilities comprise operating liabilities.  Capital expenditure
comprises additions to fixed assets (note 11) and intangible
assets (note 12).

In respect of geographical segment reporting, sales are based
on the country in which the customer is located.  Total assets
and capital expenditure are where the assets are located.
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2. Turnover and revenues
The Group is principally engaged in the design, integration and
installation of digital broadcasting systems and development of
related software and products and provision of international financial
market information and selective consumer data.

Group

2001 2000

HK$'000 HK$'000

Sales of digital broadcasting systems and related 49,600 27,936

software and products

Leasing income 670 —

Provision of financial and consumer data 14,778 15,779

Turnover 65,048 43,715

Other revenues

Interest income from bank balances 1,590 4,019

Interest income from other receivables 937 1,718

Miscellaneous 422 984

2,949 6,721

Total revenues 67,997 50,436

3. Segment information

Primary reporting format — business segments

The Group is organised into two main business segments:
(i) Design, integration and installation of digital broadcasting

systems and development of related software and products

(ii) Provision of international financial market information and
selective consumer data

There are no sales between the business segments.

Notes to The Accounts 
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2001

Design, integration Provision of

and installation international

of digital financial

broadcasting market

systems and information

development of and selective

related software and products consumer data Total

HK$'000 HK$'000 HK$'000

Turnover 50,270 14,778 65,048

Segment results (31,543) (9,887) (41,430)

Unallocated income 8,228

Operating loss (33,202)

Finance costs (1,311)

Loss for the year (34,513)

Minority interests 2,741

Loss after minority interests (31,772)

Preference dividends (9,601)

Loss attributable to (41,373)

ordinary shareholders 

Segment assets 388,417 2,991 391,408

Unallocated assets 55,280

Total assets 446,688

Segment liabilities 97,735 11,707 109,442

Total liabilities 109,442

Capital expenditure 18,221 1,672 19,893

Depreciation 8,992 692 9,684

Amortisation 6,608 2,544 9,152

Impairment charge — 7,800 7,800

Other non-cash expenses 2,567 2 2,569

3. Segment information (Continued)
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2000 (Restated)

Design, integration Provision of

and installation international

of digital financial

broadcasting market

systems and information

development of and selective

related software and products consumer data Total

HK$'000 HK$'000 HK$'000

Turnover 27,936 15,779 43,715

Segment results (53,706) (88,363) (142,069)

Unallocated costs (39,671)

Operating loss (181,740)

Finance costs (366)

Share of results of an associate (15,032)

Loss for the year (197,138)

Minority interests 2,133

Loss after minority interests (195,005)

Preference dividends (8,283)

Loss attributable to (203,288)

ordinary shareholders

Segment assets 310,241 12,153 322,394

Unallocated assets 35,000

Total assets 357,394

Segment liabilities 44,179 11,004 55,183

Total liabilities 55,183

Capital expenditure 58,360 2,014 60,374

Depreciation 2,747 866 3,613

Amortisation 9,164 4,365 13,529

Impairment charge — 84,343 84,343

Other non-cash expenses 50,811 — 50,811

3. Segment information (Continued)

Notes to The Accounts 
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3. Segment information (Continued)

Secondary reporting format - geographical segments

The Group’s two business segments operate in three main
geographical areas:

(i) Mainland China – Design, integration and installation of
digital broadcasting systems and development of related
software and products

(ii) Hong Kong – Provision of international financial market
information and selective consumer data

(iii) Other Southeast Asian countries - Provision of international
financial market information and selective consumer data

There are no sales between geographical segments.

2001

Segment Total Capital

Turnover results assets expenditure

HK$’000 HK$’000 HK$’000 HK$’000

Mainland China 50,270 (31,543) 239,991 7,774

Hong Kong 10,564 (8,957) 150,861 12,105

Other Southeast Asian countries 4,214  (930) 556 14

65,048 (41,430) 391,408 19,893

Unallocated income 8,228

Operating loss (33,202)

Unallocated assets 55,280

Total assets 446,688
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2000 (Restated)

Segment Total Capital

Turnover results assets expenditure

HK$’000 HK$’000 HK$’000 HK$’000

Mainland China 27,936 (49,484) 173,120 46,768

Hong Kong 11,446 (78,902) 148,522 13,353

Other Southeast Asian countries 4,333 (13,683) 752 253

43,715 (142,069) 322,394 60,374

Unallocated costs (39,671)

Operating loss (181,740)

Unallocated assets 35,000

Total assets 357,394

3. Segment information (Continued)

Notes to The Accounts 
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4. Operating loss
Operating loss is stated after crediting and charging the following:

Group

2001 2000

HK$’000 HK$’000

(Restated)

Crediting

Other operating income including:

Compensation income (note (a))  11,912 —

Write back of provision against doubtful debts 8,228 —

Gain on disposal of a subsidiary — 3

Gain on disposal of fixed assets — 1,858

Gain on disposal of an associate — 8,799

Charging

Cost of inventories sold 21,500 21,792

Cost of provision of financial and consumer data 3,774 8,343

Depreciation 9,684 3,613

Auditors’ remuneration 850 1,200

Staff costs 21,390 21,399

(excluding directors’ remuneration, note 10 (a))

Operating lease rentals on land and buildings 7,453 5,294

Contribution to defined contribution  1,314 29

Mandatory Provident Fund

Other operating expenses including:

Amortisation of 

deferred development costs 2,967 2,595

goodwill 200 3,562

film rights 5,985 7,372

Provision against inventories 950 1,000

Provisions against trade and other receivables 736 18,021

Provision against amounts due  — 25,140

from a former associate

Impairment of goodwill (note (a)) 7,800 84,343

Loss on disposal of subsidiaries — 1,979

Loss on disposal of other investments — 4,672

Loss on disposal of fixed assets 504 —
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5. Finance costs

Group

2001 2000

HK$’000 HK$’000

Interest on bank loans 1,297 352

Finance lease expenses 14 14

1,311 366

6. Taxation
No provision for Hong Kong and overseas profits tax has been made
in the accounts as the Group did not have any assessable profit for
the year  (2000: Nil).

The potential deferred tax asset of HK$3,606,000 relating to tax
losses available for carry-forward as at 31st December 2001 has not
been recognised as the crystallisation of the asset in the foreseeable
future is uncertain.

4. Operating loss (Continued)

(a) On 4th August 1999, the Group acquired the entire issued
share capital of Dynamic Network Limited (”Dynamic“) and the
related shareholder’s loan from Universal Appliances Limited
(”UAL“).  In connection with the acquisition, UAL warranted and
guaranteed that the amount of audited consolidated profit
attributable to shareholders of Dynamic for an eighteen month
period from the date of completion of the agreement of 4th
August 1999 on an annualised basis would not be less than
HK$8,000,000.  As Dynamic was unable to meet the
guaranteed profit, the Group recognised a compensation
income of HK$11,912,000 and made an impairment of
goodwill amounting to HK$7,800,000.

(a)

Notes to The Accounts 
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7. Preference dividends

2001 2000

HK$’000 HK$’000

The Company

Payable at HK7.5 cents  

(2000: HK7.5 cents) per share   

on 47,116,091 (2000: 47,336,091) 3,789 3,550

redeemable preference   

shares (note (a))

Write back of prior years’ provisions  — (1,079)

upon conversion (note (a))

DVN (Group) Limited, a wholly owned 

subsidiary of the Company

Payable at HK38.75 cents 5,812 5,812

(2000: HK38.75 cents)    

per share on 15,000,000 

(2000: 15,000,000)    

exchangeable preference shares (note (b))

9,601 8,283

(a) Pursuant to section 54 of the Companies Act 1981 of Bermuda
(the “Act”), a company incorporated in Bermuda is not permitted
to pay dividends while there are reasonable grounds for
believing that the company is, or would after the payment be,
unable to pay its liabilities as they become due; or the realisable
value of the company’s assets would thereby be less than the
aggregate of its liabilities and its issued share capital and share
premium account.  The preference share dividends accrued at a
fixed rate of 5% per annum pursuant to the terms of the
preference shares for the year ended 31st December 2001
amounted to HK$3,789,000 (2000: HK$3,550,000).  The
preference share dividends will only be paid upon fulfillment of
the aforementioned conditions of the Act.  An amount of
dividend of HK$1,079,000 was written back upon conversion
of these preference shares during the year ended 31st
December 2000.
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2001 2000

HK$’000 HK$’000

Fees:

Independent non-executive directors 144 132

Other emoluments:

Executive directors

Basic salaries, housing benefits, other allowances 4,054 4,264

and benefits in kind

Discretionary bonus 130 —

Contributions to defined contribution Mandatory 125 1

Provident Fund

4,453 4,397

7. Preference dividends (Continued)

(b) Pursuant to the announcement dated 10th October 2001, the
conversion price of the exchangeable preference shares has
been adjusted from HK$4.8 per share to HK$4.69 per share.
The preference shares are exchangeable to approximately
24,786,780 ordinary shares of the Company upon conversion
and are subject to adjustments.

8. Loss attributable to ordinary shareholders
The loss attributable to ordinary shareholders is dealt with in the
accounts of the Company to the extent of HK$56,103,000 (2000:
HK$202,290,000).

9. Loss per share
The calculation of the basic loss per share is based on the Group’s
loss attributable to ordinary shareholders of HK$41,373,000
(2000 (restated): HK$203,288,000) and on the weighted average
number of 280,028,323 (2000: 265,226,992) ordinary shares in
issue during the year.

No diluted loss per share is shown for the two years ended
31st December 2001 and 2000 as the share options and
convertible preference shares outstanding had an anti-dilutive
effect on the basic loss per share for both years.

10. Directors’ and senior management’s emoluments
(a) Directors’ emoluments

The aggregate amounts of emoluments payable to directors of
the Company during the year are as follows:

Notes to The Accounts 
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10. Directors’ and senior management’s emoluments (Continued)

During the year, no share options to subscribe for ordinary shares in
the Company or in UAL were granted to any director of the
Company.  During the year ended 31st December 2000, share
options to subscribe for ordinary shares in the Company and in UAL
totalling 2,500,000 and 25,000,000, respectively, were granted to
a director of the Company. 

The emoluments of the directors fell within the following bands:

Number of directors

Emolument bands 2001 2000

Nil - HK$1,000,000 7 11

HK$2,500,001 – HK$3,000,000 — 1

HK$3,000,001 – HK$3,500,000 1 —

During the year, no directors of the Company waived any
emoluments.  There was no arrangement under which a director
waived or agreed to waive any remuneration.

No emoluments were paid by the Group to the directors as an
inducement to join or upon joining the Group, or as compensation for
loss of office.
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Number of individuals

Emolument bands 2001 2000

Nil - HK$1,000,000 — 3

HK$1,000,001 – HK$1,500,000 3 —

HK$1,500,001 – HK$2,000,000 1 —

10. Directors’ and senior management’s
emoluments (Continued)

(b) Five highest paid individuals
The five individuals whose emoluments were the highest in the
Group for the year include one (2000: two) director, whose
emoluments are reflected in the analysis presented above.  The
emoluments payable to the remaining four (2000: three)
individuals during the year are as follows:

2001 2000

HK$’000 HK$’000

Basic salaries, other allowances and benefits in kind 5,060 2,491

Discretionary bonus 168 —

Contributions to defined contribution 206 3

Mandatory Provident Fund

5,434 2,494

The emoluments fell within the following bands:

During the year ended 31st December 2001, no share options to
subscribe for ordinary shares in the Company were granted to any of
the highest paid, non-director employees.  During the year ended
31st December 2000, 1,500,000 share options were granted to
one of the highest paid, non-director employees.

No emoluments were paid by the Group to the four (2000: three)
individuals as an inducement to join or upon joining the Group, or as
compensation for loss of office.

Notes to The Accounts 
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11. Fixed assets

Group  

Network Network Furniture

under Leasehold equipment Office and Motor

construction improvements and toolings equipment fixtures vehicles Total

HK$’000 HK$’000 HK$’000 HK$‘000 HK$’000 HK$’000 HK$’000

Cost:

At 1st January 2001 — 3,126 12,564 7,812 1,413 2,965 27,880

Translation adjustment — 3 — 58 20 47 128

Additions 30,300 1,211 19,156 3,707 421 982 55,777

Transfer 1,666 — 745 — — — 2,411

Disposals — (572) — (143) (4) (199) (918)

Reclassification — — — (534) 4 530 —

At 31st December 2001 31,966 3,768 32,465 10,900 1,854 4,325 85,278

Accumulated depreciation:

At 1st January 2001 — 417 974 1,156 117 1,155 3,819

Translation adjustment — 1 — 8 1 7 17

Charge for the year — 1,073 3,539 4,067 295 710 9,684

Disposals — (179) — (17) — (189) (385)

Reclassification — — — 19 (3) (16) —

At 31st December 2001 — 1,312 4,513 5,233 410 1,667 13,135

Net book value:

At 31st December 2001 31,966 2,456 27,952 5,667 1,444 2,658 72,143

At 31st December 2000 — 2,709 11,590 6,656 1,296 1,810 24,061
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11. Fixed assets (Continued)

Company

Office Network

equipment equipment Total

HK$’000 HK$’000 HK$’000

Cost :

At 1st January 2001 and 33 1,789 1,822

at 31st December 2001

Accumulated depreciation:

At 1st January 2001 12 518 530

Charge for the year 8 447 455

At 31st December 2001 20 965 985

Net book value:

At 31st December 2001 13 824 837

At 31st December 2000 21 1,271 1,292

Notes to The Accounts 
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12. Intangible assets

Deferred

development

Goodwill costs Film rights Total

HK$’000 HK$’000 HK$’000 HK$’000

Year ended 31st December 2001

At 1st January 2001

As previously reported 8,000 15,700 7,796 31,496

Effect of adopting SSAP 29 — (5,051) — (5,051)

(note 1(d)(ii))

As restated 8,000 10,649 7,796 26,445

Exchange difference — — 111 111

Intangibles recognised — 12,221 2,526 14,747

as an asset

Impairment charge (note 4) (7,800) — — (7,800)

Amortisation charge (note 4) (200) (2,967) (5,985) (9,152)

Transfer / disposal — (5,390) — (5,390)

At 31st December 2001 — 14,513 4,448 18,961

At 31st December 2001

Cost 95,905 24,917 17,910 138,732

Accumulated amortisation and (95,905) (10,404) (13,462) (119,771)

impairment losses

Net book value — 14,513 4,448 18,961

At 31st December 2000

Cost, as previously reported 95,905 19,878 15,168 130,951

Effect of adopting SSAP 29 — (5,651) — (5,651)

As restated 95,905 14,227 15,168 125,300

Accumulated amortisation and (87,905) (4,178) (7,372) (99,455)

impairment losses, as previously

reported

Effect of adopting SSAP 29 — 600 — 600

As restated (87,905) (3,578) (7,372) (98,855)

Net book value 8,000 10,649 7,796 26,445
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13. Investments in subsidiaries

Company

2001 2000

HK$’000 HK$’000

Unlisted shares investments, at cost 67,742 67,752

Provision for impairment loss (67,742) (67,752)

— —

Loan to a subsidiary 25,284 25,284

Amounts due from subsidiaries 340,700 315,786

Amounts due to subsidiaries (310) (50,137)

Provision for amounts due from subsidiaries (178,284) (128,826)

187,390 162,107

The balances with subsidiaries are unsecured, interest-free and have
no fixed terms of repayment.

Particulars of the principal subsidiaries are set out in note 29.

Notes to The Accounts 
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14. Long-term deposits

Group

2001 2000

HK$’000 HK$’000

Deposits for the purchasing of film rights 35,228 37,862

Deposit in relation to film distribution rights 10,000 10,000

Deposit for films library 17,060 17,060

62,288 64,922

Group

2001 2000

HK$’000 HK$’000

Unlisted shares outside Hong Kong, at cost

Ordinary shares 35,000 35,000

Preference shares 20,280 —

55,280 35,000

15. Investment securities

As at 31st December 2001, the Group held 990 ordinary shares,
representing approximately 9.9% equity interest in a Company and
2,600,000 convertible preference shares of the investee company.
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Group

2001 2000

HK$’000 HK$’000

Raw materials 1,488 12,324

Finished goods 37,291 41,198

38,779 53,522

15. Investment securities (Continued)

Particulars of the investee company are as follows:

Nominal value of issued

Place of Ordinary Preference Principal

Name incorporation shares shares activities

Broad Communication Company Limited British US$10,000 US$2,600,000 Design,

Virgin 10,000 2,600,000 integration and

Islands installation of

(“BVI”) digital

broadcasting

equipment and

sales of related

software and

products

The convertible non-voting preference shares are convertible into ordinary
shares of the investee company at any time during the two-year period
commencing from 21st September 2001.

In the opinion of the directors, the Group does not have any
significant influence over the investee company’s operations.

16. Inventories

At 31st December 2001, the carrying amount of inventories that are
carried at net realisable value amounted to HK$23,449,000 (2000:
HK$12,325,000).

Notes to The Accounts 
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17. Trade receivables
At 31st December 2001, the aging analysis of the trade receivables
is as follows:

Group

2001 2000

HK$’000 HK$’000

0 - 30 days 19,925 25,209

31- 60 days 2 —

61 - 90 days 202 —

Over 90 days 36,454 2,449

56,583 27,658

Group

2001 2000

HK$’000 HK$’000

0 - 30 days 1,872 2,509

31- 60 days 107 10

61 - 90 days 176 10

Over 90 days 17,979 492

20,134 3,021

Credit period of 30 to 60 days is normally granted to customers
except for sales of digital broadcasting systems and related software
and products to an investee company details of which are set out in
note 25(b)(ii).

18. Trade payables



138 | 139

Group

2001 2000

HK$’000 HK$’000

Short term bank loans 50,597 6,075

19. Bank loans, secured

At 31st December 2001, the Group’s bank loans were secured by
bank deposits amounting to US$6,542,000 (equivalent to
HK$51,321,000) (2000: HK$6,337,000).

20. Share capital

Authorised

5 % redeemable

preference shares Ordinary shares

Number of shares HK$’000 Number of shares HK$’000

At 1st January 2000 and 83,250,000 124,875 716,750,000 1,075,125

31st December 2000

At 1st January 2001 83,250,000 124,875 716,750,000 1,075,125

Cancellation of share capital — — (716,750,000) (1,075,125)

(note (a)(ii))

Increase in authorised share — — 800,000,000 80,000

capital (note (a)(ii))

At 31st December 2001 83,250,000 124,875 800,000,000 80,000

Notes to The Accounts 
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20. Share capital (Continued)

Issued and fully paid

5 % redeemable

preference shares Ordinary shares

Number of shares HK$’000 Number of shares HK$’000

At 1st January 2000 52,415,881 78,624 229,290,641 343,936

Issue of shares — — 34,700,000 52,050

Conversion during the year (5,079,790) (7,620) 5,079,790 7,620

Exercise of share options — — 2,116,000 3,174

At 31st December 2000 47,336,091 71,004 271,186,431 406,780

At 1st January 2001 47,336,091 71,004 271,186,431 406,780

Issue of shares (note (a)(i)) — — 38,900,000 58,350

Conversion during the year (220,000) (330) 224,081 50

(note (b))

Capital reorganisation — — — (434,429)

(note (a)(ii))

Exercise of share options — — 200,000 300

At 31st December 2001 47,116,091 70,674 310,510,512 31,051

(a) Ordinary shares
(i) On 26th September 2001 and 28th September 2001,

Prime Pacific International Limited ("Prime Pacific") sold an
aggregate of 24,100,000 existing ordinary shares in the
Company at the pr ice of HK$2.00 each to two
independent investors.  Prime Pacific has then subscribed for
38,900,000 new ordinary shares in the Company at
HK$2.00 per share.  The net proceeds of approximately
HK$77.4 million have been utilised for the Group’s general
working capital purposes.  The excess of the proceeds over
the par value of the shares issued was credited to the share
premium account.

(ii) Pursuant to a special resolution passed at a special general
meeting of the Company held on 2nd November 2001, the
following changes in the Company’s share capital have
taken place:

(i)
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20. Share capital (Continued)

a. The nominal value of each issued share was reduced
from HK$1.50 to HK$0.10 by the cancellation of
HK$1.40 of the paid up capital on each issued share;

b. The existing authorised and unissued ordinary share capital
of the Company were cancelled and the authorised
ordinary share capital of the Company was subsequently
changed to HK$80,000,000 comprising 800,000,000
adjusted ordinary shares of HK$0.10 each;

c. The credi t  ar is ing f rom the capi tal reduct ion of
HK$434,429,000 was utilised to eliminate part of the
accumulated losses; and

d. The entire amount standing to the credit of the share
premium account was cancelled and part of the credit
arising therefrom totalling HK$109,643,000 was utilised
to eliminate the balance of the accumulated losses with the
remaining balance of HK$135,396,000 to be transferred
to the contributed surplus account of the Company.

(b) Preference shares
Preference shareholders may convert all or any of their
preference shares held at any time into ordinary shares in the
Company of HK$1.50 each at the conversion price of
HK$1.50 per share in the ratio of one preference share to one
ordinary share, subject to adjustment, from the issue date of the
preference shares to 29th January 2002.

Pursuant to the announcement dated 10th October 2001, the
conversion price of the convertible preference shares has been
adjusted from HK$1.50 per share to HK$1.47 per share.

On 6th August 2001, 20,000 preference shares were converted into
20,000 ordinary shares in the Company of HK$1.50 each  (adjusted to
20,000 ordinary shares of HK$0.10 each after the capital
reorganisation).  On 30th November 2001, 200,000 preference shares
were converted into 204,081 ordinary shares in the Company of
HK$0.10 each. 

Subsequent to the year end date and up to the expiry date of
the conversion, 46,699,829 preference shares were converted
into 47,652,885 ordinary shares of the Company.  The
Company has redeemed the remaining 416,262 preference
shares at HK$1.50 each on 4th February 2002.

a

b

c

d

Notes to The Accounts 
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21. Share options
Pursuant to a share option scheme of the Company adopted on
12th May 1999, the board of directors of the Company may grant
options to eligible employees of the Group, including executive
directors, to subscribe for shares in the Company.  The exercise in full
of the share options, under present capital structure of the Company,
would result in the issue of 21,034,000 (2000: 24,784,000)
additional ordinary shares, and details of which are described below.

Number Number of

of share options Number Number share options

outstanding of share of share outstanding

as at options options as at

1st January exercised lapsed 31st December Exercise

Date of share 2001 during during 2001 price

options the year the year share

granted HK$

Exercise

period

10th September 14,084,000 (200,000) (3,550,000) 10,344,000 1/1/2000 - 2.25

1999 31/12/2002

6th March 2000 2,500,000 — — 2,500,000 7/3/2000 - 9.89

6/3/2003

1st September 2,300,000 — — 2,300,000 1/1/2001 - 2.62

2000 31/12/2003

2nd November 5,900,000 — — 5,900,000 1/1/2001 - 1.50

2000 31/12/2003
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22. Reserves/(deficit)

Group

Share Contributed Exchange Accumulated

premium surplus reserve losses Total

HK$’000 HK$’000 HK$’000 HK$’000 HK$’000

At 1st January 2000

As previously reported 67,222 86,726 — (407,593) (253,645)

Effect of adopting — — — (2,651) (2,651)

SSAP 29 (note 1(d)(ii))

As restated 67,222 86,726 — (410,244) (256,296)

Issue of shares 156,150 — — — 156,150

Exercise of share options 2,067 — — — 2,067

Share of reserve of an associate — — 17 — 17

Release upon disposal of — — (17) — (17)

an associate

Loss for the year — — — (203,288) (203,288)

At 31st December 2000 225,439 86,726 — (613,532) (301,367)

At 1st January 2001

As previously reported 225,439 86,726 — (608,481) (296,316)

Effect of adopting — — — (5,051) (5,051)

SSAP 29 (note 1(d)(ii))

As restated 225,439 86,726 — (613,532) (301,367)

Premium on issue of ordinary 19,450 — — — 19,450

shares (note 20(a)(i))

Capital reorganisation (245,039) 135,396 — 544,072 434,429

(note 20(a)(ii))

Exercise of share options 150 — — — 150

Conversion of preference shares 280 — — — 280

Exchange difference — — 899 — 899

Loss for the year — — — (41,373) (41,373)

At 31st December 2001 280 222,122 899 (110,833) 112,468

Notes to The Accounts 
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22. Reserves/(deficit) (Continued)

Company

Share Contributed Accumulated

premium surplus losses Total

HK$’000 HK$’000 HK$’000 HK$’000

At 1st January 2000 67,222 17,390 (338,257) (253,645)

Issue of ordinary shares 156,150 — — 156,150

Exercise of share options 2,067 — — 2,067

Loss for the year — — (202,290) (202,290)

At 31st December 2000 and 225,439 17,390 (540,547) (297,718)

at 1st January 2001

Issue of ordinary shares 19,450 — — 19,450

(note 20 (a)(i))

Capital reorganisation (245,039) 135,396 544,072 434,429

(note 20 (a)(ii))

Exercise of share options 150 — — 150

Conversion of preference 280 — — 280

shares

Loss for the year — — (56,103) (56,103)

At 31st December 2001 280 152,786 (52,578) 100,488

The contribution surplus of the Company and of the Group arose from
a scheme of arrangement effective from 31st October 1989.  Under
the Companies Act 1981 of Bermuda (as amended), the Company’s
contributed surplus may be distributed to shareholders under certain
circumstances as set out in note 7(a).
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23. Notes to the consolidated cash flow statement
(a) Reconciliation of operating loss to net cash outflow from

operating activities

2000

2001 HK$’000

HK$’000 (Restated)

Operating loss (33,202) (181,740)

Interest income (2,527) (5,737)

Depreciation 9,684 3,613

Amortisation of intangibles 9,152 13,529

Impairment of goodwill 7,800 84,343

Loss on disposal of subsidiaries and other investments — 6,648

Gain on disposal of an associate — (8,799)

Loss/(gain) on disposal of fixed assets 504 (1,858)

Provision against amounts due from a former associate — 25,140

Write off of development costs 184 —

Increase in inventories (27,869) (59,563)

(Increase)/decrease in trade receivables, prepayments (16,491) 40,421

deposits and other receivables

Increase in trade payables, accruals and other payables 17,728 66,503

Exchange differences 505 —

Net cash outflow from operating activities (34,532) (17,500)

Notes to The Accounts 
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23. Notes to the consolidated cash flow statement (Continued)

(b) Analysis of changes in financing during the year

Balances with

an intermediate Provision  

holding company for

Share and fellow Balances with preference 

capital Advances subsidiaries the former Pledged shares

and share Minority to investee HK$’000 ultimate holding bank dividends

premium interests company company deposits Bank HK$’000

HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 loans

HK$’000

At 1st January 2000 489,782 128,055 — 19,562 122 (12,186) 12,430 15,498

Net cash inflow/ 213,441 — (20,000) (13,936) (122) 5,849 (6,355) —

(outflow)

Share of loss — (2,133) — — — — — —

Provision for — — — — — — — 8,283

preference dividends

Disposal of subsidiaries — (128) — — — — — —

At 31st December 703,223 125,794 (20,000) 5,626 — (6,337) 6,075 23,781

2000

At 1st January 2001 703,223 125,794 (20,000) 5,626 — (6,337) 6,075 23,781

Net cash inflow/ 78,250 — — (7,884) — (44,984) 44,522 (11,697)

(outflow)

Share of loss — (2,741) — — — — — —

Conversion of — — 20,000 — — — — —

preference shares

Provision for — — — — — — — 9,601

preference dividends

Capital reorganisation (679,468) — — — — — — —

At 31st December 102,005 123,053 — (2,258) — (51,321) 50,597 21,685

2001
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23. Notes to the consolidated cash flow statement
(Continued)

(c) Sale of subsidiaries
Details of disposal of subsidiaries:

2001 2000

HK$’000 HK$’000

Net assets disposed of:

Other investment — 2

Cash and cash equivalents — 2

Trade receivables — 394

Trade payables — (4)

Other payables — (2)

Minority interests — (128)

— 264

Goodwill on consolidation released — 1,712

— 1,976

Gain/(loss) on disposal — (1,976)

— —

Satisfied by:

Cash — —

2001 2000

HK$’000 HK$’000

Cash and cash equivalents of disposal of subsidiaries — 2

Net outflow of cash and cash equivalents — 2

Analysis of net cash outflow of cash and cash equivalents in respect
of the disposal of subsidiaries:

The subsidiaries disposed of during the year ended 31st December
2000 had no contribution to the Group’s net operation cash inflow,
did not pay any net returns on investments and servicing of finance,
utilised none of the investing activities and contributed neither to
investing activities, nor financing activities.

Notes to The Accounts 
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23. Notes to the consolidated cash flow statement
(Continued)

(d) Major non-cash transactions
(i) During the year, the Group has transferred inventory in the

amount of HK$48,105,000 to fixed assets.

(ii) During the year, an amount due from an investee company
of HK$20,280,000 has been converted to 2,600,000
convertible non-voting preference shares of US$1 each
(note 15).

24. Commitments
(a) Commitments under operating leases

At 31st December 2001, the Group had future aggregate
minimum lease payments under non-cancellable operating
leases as follows:

Land and buildings

2001 2000

HK$’000 HK$’000

(restated)

Not later than one year 2,847 2,780

Later than one year and not later than five years 1,044 3,073

3,891 5,853

The Company did not have any commitments under operating
lease at 31st December 2001 (2000: Nil).

(b) Financial commitments
At 31st December 2001, the Group had financial commitments
of RMB3,426,000 (approximately HK$3,209,000) (2000:
RMB3,338,000) (approximately HK$3,119,000)) in respect of
registered capital contributions to two PRC subsidiaries. Included
in the related capital contributions to the subsidiaries,
RMB4,000,000 (approximately HK$3,791,000) (2000:
RMB13,905,000) (approximately HK$12,996,000)) was paid
before the balance sheet date but the capital verification
process has not been completed.

The Company did not have any financial commitments at
31st December 2001 (2000: Nil).
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24. Commitments (Continued)

(c) Captial commitments
As 31st December 2001, the Group had capital commitments
in respect of the purchase of digital broadcasting equipment
and fixed assets as follows:

2001 2000

HK$'000 HK$'000

Compensation income from an intermediate 11,912 —

holding company (note 4(a)) ( 4(a))

Preference dividend paid to a fellow subsidiary 11,620 —

Sales of finished goods  to a former associate — 1,970

Technical support and licensing fee paid to — (1,560)

a fellow subsidiary

Development fee paid to a fellow subsidiary — (643)

Royalty fees paid to a fellow subsidiary — (390)

Purchase of equipment from a fellow subsidiary — (770)

Corporate management fee paid to a fellow — (750)

subsidiary

Handling fee income from a related company — 689

2001 2000

HK$'000 HK$'000

Contracted but not provided for 1,306 1,441

Authorised but not contracted for — —

1,306 1,441

The Company had no significant capital commitments at 31st
December 2001 (2000: Nil).

25. Related party transactions
(a) During the year, the Group has entered into the following related

party transactions in addition to those disclosed elsewhere in
these accounts:

The balances with fellow subsidiaries and an intermediate
holding company are unsecured, interest-free and repayable on
demand.

Notes to The Accounts 
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25. Related party transactions (Continued)

(b) During the year, the Group had entered into the following
transactions with its investee company:

2001 2000

HK$'000 HK$'000

Notes

Loan to an investee company (i) — 23,000

Interest income from loan to an investee company (i) 937 1,718

Sales of digital broadcasting equipment and related (ii) 39,465 8,233

products to an investee company

(i) During the year ended 31st December 2000, the Group
advanced HK$23,000,000 to the investee company.  Out
of the total loan advance of HK$23,000,000,
HK$3,000,000 was unsecured, bearing interest at 9.5%
per annum and was repaid by the investee company during
2000.  The remaining balance of HK$20,000,000 was
secured, bearing interest at 1.5% above Hong Kong Dollar
Prime Rate per annum.  On 15th June 2001, the Group
converted HK$20,280,000 advances to 2,600,000
redeemable convertible preference shares at US$1.00
each.  In teres t  income of HK$937,000 (2000:
HK$1,718,000) was earned by the Group during the year.

(ii) During the year ended 31st December 2001, the Group
sold digital broadcasting systems and related software and
products to the investee company amount ing to
HK$39,465,000.  The price and conditions in relation to
the sales were made under the same terms as it trades with
other non-related customers.
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25. Related party transactions (Continued)

(iii) At 31st December 2001, the Group had trade receivable
due f rom the investee company amounted to
HK$48,111,000.  Subsequent to the balance sheet date,
a repayment schedule was agreed whereby the investee
company will repay not less than HK$8,500,000 by 31st
December 2002 and repay the balance of the amount on
or before 31st March 2004.  Notwithstanding the above,
the repayment policy does not preclude the total amount to
be repaid on demand by the Group.

The above transactions do not constitute connected transactions
except for the compensation income from an intermediate holding
company.

26. Subsequent events
(a) On 18th March 2002, the Company and Zoran Corporation

(“Zoran”) entered into a subscription agreement whereby Zoran
agreed to subscribe for 18,571,429 new ordinary shares of
HK$0.10 each in the Company at HK$2.10  per share.  The
net proceeds of approximately HK$39 million expected to be
received from the subscription are intended to be utilised for the
Group’s general working capital purposes.

(b) On 18th April 2002, the Company and Jiangsu Hongtu High
Technology Co., Limited  (“Hongtu”), an independent third party
company incorporated in the PRC and listed on the Shanghai
Stock Exchange, entered into a joint venture agreement (“JV
Agreement”) to establish a joint venture (“JV”) company in the
PRC.  Pursuant to the JV Agreement, the total registered capital
of the JV will be RMB90 million (approximately HK$85.3
million) and each party holds a 50% interest and profit sharing.
Each of the Group and Hongtu will contribute RMB45 million
(approximately HK$42.7 million) into the JV.  The JV has a 15-
year term and will focus on developing the digital broadcasting
and related business in the PRC.

27. Intermediate and ultimate holding companies
The directors regard Universal Appliances Limited, a company
incorporated in Hong Kong and listed on The Stock Exchange of
Hong Kong Limited, as being an intermediate holding company.
The ultimate holding company of the Company is Kwan Wing
Holdings Limited, a company incorporated in the British Virgin Islands.

(iii)

Notes to The Accounts 
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28. Approval of accounts
The accounts were approved by the board of directors on 26th April
2002.

29. Particulars of principal subsidiaries
The table below lists out the subsidiaries of the Company which, in
the opinion of the directors, principally affected the results of the year
or formed a substantial portion of the net assets of the Group.  To give
details of other subsidiaries would, in the opinion of the directors,
result in particulars of excessive length.

Nominal
value of issued

ordinary share/
preference share/
registered capital

Place of Interest Principal activities
Name incorporation held and place of operation

DVN (Group) Limited British US$10 ordinary * 100% Investment holding
Virgin Islands US$15,000,000

("BVI") preference

10

15,000,000

DVN (Management) Limited Hong Kong HK$2 ordinary * 100% Provision of 
2 administrative services in

Hong Kong

Dynamic Network Limited BVI US$1 ordinary * 100% Investment holding
1

DVN Technology Limited Hong Kong HK$2 ordinary * 100% Design, integration and 
2 installation of digital 

broadcasting equipment

and development of

related software and 

products in Hong Kong

Cyber Cinema Technology Hong Kong HK$2 ordinary 100% Investment holding

Company Limited 2
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Nominal
value of issued

ordinary share/
preference share/
registered capital

Place of Interest Principal activities
Name incorporation held and place of operation

Campus.Net Technology Hong Kong HK$2 ordinary 100% Investment holding

Company Limited 2

Whizz Kid Limited BVI US$1 ordinary 100% Investment holding

1

DVB Technology (Suzhou) People‘s Republic of RMB100,000,000 70% Trading of digital 

Company Limited China (“PRC”) broadcasting equipment 
and related products in the PRC 

DVN Technology PRC HK$3,000,000 100% Development of hardware

(Shenzhen) Company Limited 3,000,000 and software in relation to 
digital broadcasting in the PRC

Digital Video Networks PRC US$7,000,000 100% Design, integration and 

Company Limited 7,000,000 installation of digital 
broadcasting equipment

and development of related 

software and products in the PRC

Telequote Data Hong Kong HK$10,000 100% Provision of 

International Limited ordinary international financial
10,000 market information and

selective consumer data

in Hong Kong

29. Particulars of principal subsidiaries (Continued)

Notes to The Accounts 
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Nominal
value of issued

ordinary share/
preference share/
registered capital

Place of Interest Principal activities
Name incorporation held and place of operation

Telequote Network Singapore SGD2 100% Provision of 

(Singapore) Pte. Limited 2 international financial

market information and

selective consumer data

in Singapore

Show Case International BVI US$1 ordinary 100% Holding of film rights

Limited 1 in the PRC

Victory Beat Limited BVI US$1 ordinary 100% Investment holding

1

29. Particulars of principal subsidiaries (Continued)

* Shares held directly by the Company. 
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