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

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 (“SSAP”) issued by the HKSA which are

effective for accounting periods commencing on 1st January 2002:

SSAP1 (revised)

SSAP11 (revised)
SSAP15 (revised)
SSAP34 (revised)

: Presentation of financial statements
: Foreign currency franslation

: Cash flow statements

: Employee benefits

The effect of adopting these revised sfandards had no material effects on
the Group’s results. Certain comparative figures have been reclassified to
conform to the current year's presentation.

Group accounting

li)  Consolidation
The consolidated accounts include the accounts of the Company and
all its subsidiaries made up fo 31st December. Subsidiaries are those
entities in which the Company, directly or indirectly, controls more
than one half of the voting power, has the power fo govern the
financial and operating policies, to appoint or remove the maijority of
the members of the board of directors, or to cast the majority of votes
af the meetings of the board of directors.

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 fransactions and balances within the
Group are eliminated on consolidation.
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(c)

Principal accounting policies (Contfinued)
(b) Group accounting (Continued)

(i)

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
fogether with any unamorfised goodwill which was not previously
charged or recognised in the consolidated profit and loss account.

Minority 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.

Translation of foreign currencies

Transactions in foreign currencies are translafed af exchange rafes
ruling at the transaction dates. Monetary assets and liabilities
expressed in foreign currencies at the balance sheet date are
franslated 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.

The balance sheets of subsidiaries and jointly controlled entities
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. Upon disposal of a foreign entity the
accumulated related exchange difference is taken fo the profit and
loss account as port of the gain or loss on disposial.

Jointly controlled entities
A jointly confrolled entity is a contractual arrangement whereby the Group

and other parties undertake an economic activity which is subject to joint

confrol and none of the participating parties has unilateral control over the

economic activity.

The consolidated profit and loss account includes the Group's share of the

results of jointly controlled entities for the year. The consolidated balance

sheet includes the Group’s share of the nef assets of the joinfly confrolled

enfities.
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Principal accounting policies (Continued)
Jointly controlled entities (Continued)

In the Company’s balance sheet, the investments in joinily controlled

enfifies are stated af cost less provision for impairment losses. The results

of joinily controlled entities are accounted for by the company on the

basis of dividends received and receivable upon disposal of a foreign

entity the accumulated related exchange difference is taken to the profit

and loss account as part of the gain or loss on disposal.

Fixed assets

(i)

i)

Fixed assets

Fixed assefs, comprising leasehold improvements, furniture and
fixtures, office equipment, network equipment and toolings, network
under consfruction and motor vehicles are stated at cost less
accumulated depreciation and accumulated impairment losses.

Fixed assets are depreciated af rates sufficient fo write off their cost
less accumulated impairment losses over their estimated useful lives on
a straightline basis. The principal annual rates are as follows:

Over the terms of the lease
18% to 30%

18% to 25%

25% to 33.3%

18% to 33.3%

leasehold improvements
Furniture and fixtures

Office equipment

Network equipment and toolings
Motor vehicles

The cost of the network comprises assets and equipment of the digifal
broadcasfing 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 dafe
of commencement of the network.

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

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

Impairment and gain or loss on sale

At each balance sheet date, both infernal 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
fo 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.

(c)

(d]

FEEEBR (B

HRZEHER (B)
EARRBCEBEEERA  REHER 2K
BT RRA ER S BB B DIk - X[
EH B AR ARRRE W REKARE
A

EEAE

) BEE&EE
B AECEEEDERE  FARE
B OBAKE  BESERER - ER
RERE NN EREANTTER R
BB -

EIRE B A& Tz (hat Al R FIR UEA R
MEHE AN (BRE RAPREE B +HE
T8 - TEFEFERMT

HEM=KE L) F
BRIMREE 18% £ 30%
NS ] 18% %= 25%
R R RIER 25% & 33.3%
U 18% = 33.3%

RE RS BN B E 2 BUREE &
FBEENS AR RERARGESR R
RREAZEETIEREREM - 8%
FEBMEFRBER B -

TR (BIRE &if) WEME BEFT
% =]

MREAE IR B WA SE oA &
HIR T AN R E -

(i) BUERHEZEAEE

REHER  FrAABRINBEEEIR
BB REHE G RA PR EXPEEE E
eEaz BECRIE - MEERZSH
FEE AFHABEEZIREE
B AR FERE SRR BB LA B AR =
Erl ol £ - ZFREEE TR
RER °

HEBEEEEEZ BN HEBIEE
BEEZ HEMSREFREREY =
B WNBam R AR ©



(e)
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Principal accounting policies (Continued)
Infangibles

(i)

(i)

Goodwill

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

Research and development costs

Research costs are expensed as incurred. Costs incurred on
development projects are recognised as an infangible asset where
the technical feasibility and infention of completing the product under
development has been demonstrated and the resources are available
fo do so, costfs are identifiable and there is an ability to sell or use the
asset that will generate probable future economic benefits. Such
development cosfs are recognised as an asset and amortised on a
straightline basis over a period of not more than 5 years to reflect the
pattern in which the related economic benefits are recognised.
Development costs that do not meet the above criteria are expensed
as incurred. Development cosfs previously recognised as an expense
are not recognised as an asset in a subsequent period.

(iii) Film rights

(iv)

Expenditure incurred for the acquisition of film rights is capitalised.
The film rights is included in intangible assets and is amortised either
using the sum-ofdigit method over the terms of the licencing period or
on a straightline basis over 20 years for perpetual film rights.

Impairment of intangible assets

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

[nvestment securities

Investment securities are stated af 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 fo 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

writeoffs cease fo exist and there is persuasive evidence that the new

circumstances and events will persist for the foreseeable future.
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Principal accounting policies (Continued)

Inventories

Inventories are stated at the lower of cost and net realisable value. Cost is
calculated on the firstin, firstout basis. Net realisable value is determined
on the basis of anticipated sales proceeds less estimated selling expenses.

Work in progress
Work in progress is recorded af the amount of cost incurred fo date plus
affributable profit less foreseeable loss.

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.

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.

Provisions

Provisions are recognised when the Group has a present legal or
consfructive 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.

Employees’ benefits

[i) Employee leave entilements
Employee entitlements to annual leave and long service leave are
recognised when they accrue to employees. A provision is made for
the estimated liability for annual leave and long-service leave as a
result of services rendered by employees up to the balance sheet
date.

Employee entitlements to sick leave and maternity leave are not
recognised until the time of leave.

[ii)  Profit sharing and bonus plans
The expected cost of profit sharing and bonus payments are
recognised as a liability when the Group has a present legal or
consfructive obligation as a result of services rendered by employees
and a reliable estimate of the obligation can be made.

Liabilities for profit sharing and bonus plans are expected fo be
seffled within 12 months and are measured at the amounts expected
fo be paid when they are sefiled.
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Principal accounting policies (Continued)

Employees’ benefits (Continued)

(iii) Pension obligations
The Group operates a defined confribution 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 effective
from 1st December 2000. Contributions are made based on a
percentage of the employees’ basic salaries and are charged fo the
profit and loss account as they became payable in accordance with
the rules of the Scheme. The assefs 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
confributed 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 confributions 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 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
confributions payable by these subsidiaries to the Scheme.

iv) Equity compensation benefits
Share options are granted to directors and to employees at a price
defermined in accordance to the Company’s share optfion scheme on
the date of the grant and are exercisable at that price, no
compensation cost is recognised. When the options are exercised,
the proceeds received net of any fransaction costs are credited to
share capital and share premium.

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 sfafed 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 assef is not recognised until ifs realisation is assured beyond
reasonable doubt.

Contingent liabilities and confingent assets

A contingent liability is o 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 nof 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 Wil be required or the amount of obligation cannot
be measured reliably.
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Principal accounting policies (Continued)

Contingent liabilities and contingent assets (Continued)

A confingent liability is not recognised but is disclosed in the notes to the
accounts. When a change in the probability of an outflow occurs so that
the outflow becomes probable, it will then be recognised as a provision.

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 uncerfain events not wholly within the control

of the Group.

Contingent assefs are not recognised but are disclosed in the notes fo the
accounts when an inflow of economic benefits is probable. When inflow
is virtually certain, an asset is recognised.

Operafing leases

leases where substantially all the risks and rewards of ownership of assefs
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
straightline basis over the lease periods.

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 fo customers and fitle has passed.

Revenue from the services and 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 straightline
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 cusfomers of
the leasee in accordance with the respective agreements.

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

Dividend income is recognised when the right to receive payment is
established.
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Principal accounting policies (Continued)

Borrowing costs

Borrowing costs that are directly attributable to the acquisition,
consfruction or production of an assef 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 fo the profit and loss account in the
year in which they are incurred.

Segment reporting

In accordance with the Group's internal financial reporting the Group has
defermined that business segments be presented as the primary reporting
format and geographical segments 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 operating cash, and mainly exclude
investment securities and investment in a jointly controlled entity. Segment
liabilities comprise operating liabilities. Capital expenditure comprises
additions to fixed assefs (nofe 12) and infangible assets (nofe 13).

In respect of geographical segment reporting, sales are based on the
country in which the customer is located. Total assefs and capital
expenditure are where the assets are located.

Turnover and revenue

The Group is principally engaged in the services and design, integration
and installation of digital broadcasting systems and development of
related software and products and provision of infernational financial
market information and selective consumer data.
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Group

KEH
2002 2001
HK$'000 HK$'000
TEECF BT
FAT 5T
Sales of digital broadcasting systems SEMIEEIE RS R AEE R 34,595 49,600

and related software and products B
Leasing income HEW A 2,799 670
Provision of financial and consumer data {2 EER 4 RITTIE S R ISR NS L 8uE 12,485 14,778
Turnover e 49 879 65,048
Other revenues A

Interest income from bank balances RITEEBR 2 T BUA 623 1,590
Interest income from other receivables E i LU 2o R 8 A - Q37
Miscellaneous Eih - 422
623 2,949
Total revenues sl A 50,502 67,997
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Segment information

Primary reporting format - business segments

The Group is organised info two main business segments:

[l Services and design, infegration and insfallation of digital broadcasting

systems and development of related software and products; and

i) Provision of international financial market information and selective

consumer datfa

There are no sales between business segments.
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2002
—EE 4

— ==

Services and design,

infegration and installation
of digital broadcasting

systems and
development of
related software

Provision of
international
financial
market
information
and selective

and products consumer data Total
HK$'000 HK$'000 HK$'000
ISR - TR ULEER
RERERK - 5 - SRTHEEN
KN NEBEEER RS
EmrEE  HBEEEIRRE #BET
F55T F55T F&5T
Turnover o 37,394 12,485 49,879
Segment results DEREELE (96,342) (3,810) (100,152)
Unallocated costs S BR AR N (35,000
Operating loss et =] (135,152)
Finance costs BhE g 7N (1,164)
Share of loss of a ]oinﬂy confrolled entity DM LRI EREEE (837)
Loss for the year ERNEE (137,153)
Minority interests 2 -G E s T 943
Loss after minority inferests kg LSRR EE R 12 518 (136,210)
Preference dividends (BLCRRRS B, (6,089)
Loss attributable to ordinary shareholders  3mARA% B (L B8 (142,299)
Segment assefs DEVEE 268,051 1,631 269,682
Unallocated assets KO EE 20,280
Total assets B R 289,962
Segment liabilities SEAaE 56,124 3,064 59,188
Total liabilities =R 59,188
Capital expenditure BT 21,794 1,207 23,001
Depreciation e 16,077 494 16,571
Amortisation b 4,750 1,973 6,723
Impairment charge H{EE A 35,000 = 35,000
Other non-cash expenses Hib3ER S B 38,041 - 38,041




Segment information (Continued)
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3 SEEH (B

2002
—EEF

Services and design, Provision of

integration and installation infernational

of digital broadcasting financial
systems and market
development of information

related software and selective

and products consumer data Total
HK$'000 HK$'000 HK$'000

HEEERE PRI

R - fTE TRIMIZEAR

HEE% RARBREE R NfEiE
EmBE  EEESIERRE #et
I FAIT FAIT
Turnover o 50,270 14,778 65,048
Segment results DEBELE (31,543) (9,887) (41,430)
Unallocated income Aol A 8,228
Operating loss (RE SR (33,202)
Finance costs BEE R (1,311)
Loss for the year FANEE (34,513)
Minority interests DERS R 2,741
Loss after minority inferests HR DB R E R & 1R (31,772
Preference dividends {BIRRER B (9,601)
Loss attributable to ordinary shareholders  EiRARAR 5 FE1S B8 (41,373
Segment assefs DEPEE 388,417 2,991 391,408
Unallocated assets Aol EE 55,280
Total assets AERE 446,688
Segment liabilities pEEE Q7,735 11,707 109,442
Total liabilities EiEv s 109,442
Capital expenditure N 18,221 1,672 19,893
Depreciation e 8,092 692 9,684
Amortisation s 6,608 2,544 9,152
Impairment charge B ZE - 7,800 7,800
Other non-cash expenses HabIFR e &M 2,567 2 2,569
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3  Segment information (Continued) 3 HBEE (B
Secondary reporting format - geographical segments RERBER IRHER S
The Group's two business segments operate in three main geographical areas: REEREZER - ATEHESY
[i)  Mainland China - Services and design, integration and installation of (i) "B A —EUSEE RS - BREERK
digital broadcasting systems and development of related software e - R AR RERTIFE
and products;
li) BE IR HEREER TS & KR
[i) Hong Kong - Provision of international financial market information B &
and selective consumer data; and
(i) EfRMREER— SESEERE - F5
(iii) Other Southeast Asian countries - Services and design, integration ok - e RN EEET RESRK
and installation of digital broadcasting systems and development of FEE AR H R r I8 S5 RrEE Y
related software and products and provision of international financial BEEE -
market information and selective consumer data
There are no sales between geographical segments. ZEHR 2 R TIREE R -
2002
=FT=F
Segment Total Capital
Turnover results assefs expenditure
HK$'000 HK$'000 HK$'000 HK$'000
e PaR-IE S BEEHEEE EREH
FAT 5T 5T FAT
Mainland China R B A, 36,322 (95,864 220,885 12,302
Hong Kong a Q9,266 (3,276) 48,367 10,661
Other Southeast Asian countries B ERmIEER 4,291 (1,012 430 38
49,879 (100,152) 269,682 23,001
Unallocated costs RN L WIE AN (35,000)
Operafing loss e agi=| (135,152)
Unallocated assets AOMLEE 20,280
Total assets AELE 289,962
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3  Segment information (Continued) 3 HBEE (B
2001
==
Segment Total Capital
Turnover results assets expenditure
HK$'000 HK$'000 HK$'000 HK$'000
e DEEE BEMRER BARS
FAIT FAIT FAIT FAIT
Mainland China R it 50,270 (31,543 239,991 /774
Hong Kong a8 10,564 (8,957) 150,861 12,105
Other Southeast Asian countries EfbHF TR 4,214 (930) 556 14
65,048 (41,430) 391,408 19,893
Unallocated income B A 8,228
Operating loss e agi=| (33,202
Unallocated assets ~OMEE 55,280
Total assets A E 446,688
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4

(a)

104

Operating loss 4 EaEsis
Operating loss is stated after crediting and charging the following: (AR EAR TR A R A T IE E 12 AR ¢
Group
TEE
2002 2001
HK$'000 HK$'000
=FTE=F =FT—F
5T FAT
Crediting sEA
Other operafing income including: Ha &g e - B4
Compensation income (nofe (al) EEW A (FsE (a)) - 11,912
Wirite-back of provision against doubtful debits MR 0] B 474 8,228
Net gain on disposal of fixed assets HEEFEEEF S 155 -
Charging R
Cost of inventories sold HEFERZE 24,555 21,500
Cost of provision of financial and RHEERMmEAMRE 3,953 3,774
consumer data HEEBURKE
Depreciation e 16,571 9,684
Auditors’ remuneration ZE AN 850 850
Staff costs (including directors” emoluments) (note 5) BTN (BIEEE/E) (BIES5) 34,149 34,741
Operating lease rentals on land and buildings T RETFEEHERS 6,323 7,453
Other operating expenses including: E& LM B4 -
Amortisation of iR
deferred development costs IRAEFAEE A AR 3,082 2,967
goodwill kS - 200
film rights R T 3,641 5,985
Provision for impairment in investment securities (nofe 16)  ZEHI AR E (BHE16) 35,000 -
Provision against inventories 1FEEE 3,623 950
Provisions against trade and other receivables FEWE 78 e E e WS I B 1,308 736
Write-off of trade receivables (note 28(c)) FEWE 2 5 33,110 -
Impairment of goodwill [EEVEAE - 7,800
Net loss on disposal of fixed assets HEEEEEEEE - 504
For the year ended 31st December 2001, the Group recognised a NoEE £ AEEESEELRAS
compensation income of HK$11,912,000 details of which were 11,912,000 + HIEEZEEE 742001 £
disclosed in the 2001 Annual Report. A o
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No provision for Hong Kong and overseas profits fax has been made in

the accounts as the Group did not have any assessable profit for the year

(2001: Nil).

The potential deferred tax asset of HK$4,252,000 (2001 :
HK$3,606,000) relating to tax losses available for carryforward as at
31st December 2002 has not been recognised as the crystallisation of
the asset in the foreseeable future is uncertain.

5  Staff costs 5 BIkX
Group
TEE
2002 2001
HK$'000 HK$'000
CEE O CEE A
FAIT I
Wages and salaries TITER® 43,599 43,774
Unutilised annual leave ARz ERE R Yavs -
Contributions to the defined RRAA— 2,882 3,834
confribution schemes REMHFEE
Termination benefits BB 7 723 50
less: costs capitalised VoA VN | Pl BN (13,772) (12,917)
34,149 34,741
Finance costs IR A
Group
TEE
2002 2001
HK$'000 HK$'000
CEE O CEE A
F Far
Interest on secured bank loans EIRIRITE SR & 1,108 1,207
Finance lease expenses BEHES 56 14
1,164 1,311
Taxation HilE

FI7A R SR B E SR AE (A 8 SRR R (= F
T—F ) BRI E ERBEE RGN

SHELEYRE -

WEERN —TE _F+T -_A=T—HAH
MAEHROAAHEBS 2 BEBERAEE
4,252,000 7T (ZEE—F : 3,606,000
A7) BNEEZABENAARRKES

2T -
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(a)

10

106

Preference dividends 8 EBRERS
2002 2001
HK$'000 HK$'000
—EECF BT
5T FAT
The Company ZA/NG]!
Dividends on 5% redeemable, convertible S%AIfE[D] « alRpE AR 2 277 3,789
preference shares (note (al) %2 (3T (a))
DVN (Group) Limited, a wholly-owned subsidiary AU EHS (M) AR AR
of the Company RARz 2 ERBEAT
Dividends on 5% exchangeable preference shares 5% ] 3z & (& S Bg 2 B 2 5,812 5,812
(note 25) (FIzE25)
6,089 9,601

Pursuant to section 54 of the Companies Act 1981 of Bermuda (the
"Act"), a company incorporated in Bermuda is not permitted fo pay
dividends while there are reasonable grounds for believing that the
company is, or would affer the payment be, unable to pay ifs liabilities as
they become due; or the realisable value of the company’s assets would
thereby be less than the aggregate of ifs liabilities and its issued share
capital and share premium account. The preference share dividends
accrued at a fixed rate of 5% per annum pursuant fo the terms of the
preference shares for the year ended 31st December 2002 amounted to
HK$277,000 (2001: HK$3,789,000). The preference share dividends
will only be paid upon fulfilment of the aforementioned conditions of the

Act.

Loss atiributable to ordinary shareholders

The loss attributable to ordinary shareholders is dealt with in the accounts
of the Company to the extent of HK$156,062,000 (2001 :
HK$56,103,000).

Loss per share

The calculation of the basic loss per share is based on the Group's loss
attributable to ordinary shareholders of HK$142,299,000 (2001
HK$41,373,000) and on the weighted average number of
368,522,092 (2001: 280,028,323 ordinary shares in issue during

the year.

No diluted loss per share is shown for the two years ended 31st
December 2002 and 2001 as the share opfions, convertible and
exchangeable preference shares outstanding had an antidilutive effect on
the basic loss per share for both years.

(a)

10

RER ZE—NN\—F8 8= n% ([AR
5 ) BS54 B FEEME L REITE
THUER T IR AL S - a0 B0 Al
ZA BRARRIREREZ e TR gElE
BIHER  SBAEAREEZ IEFRAES
EtERAE BfE - B TRAER RO R ER
T -PNEE-SFE -F+ - A=+ —H
WEFE - RIEEERAGTIZEI T F RES%AT
B BERERRE B2t A277,0005 5w (==
T—& : 3,789 000%F ) © BILIRREIEE
R il R EDERTRE B T TR ¢

AR R FE GRS R
Bt AR AR B b2 B EARAR SRS 518
156,062,000 T (ZEE —%F -
56,103,000%T) -

BRI

EXEAE BRI B2 AR R e
EiHE142,299 0008 (ZFE—4F:
41,373,000%7) MEAREITE @R 2N
T2 (B1368,522,092F%) (ZETZE—
& : 280,028,323[%) = 1& -

FEA S NAR 1718 2 B AR R Al A o AR
GIRASE BB EEER  MRE5 HE
ETEETER LT —F+= F=+—H
IEFESE 2 SRRESEES -
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(a)

Directors’ and senior management’s emoluments

Direcfors” emoluments

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

Annual Report 2002 &2

11 EEREREEASNE
(o) Z=ME
FNARARIEMES LN 2 BSAZEINT

2002 2001
HK$'000 HK$'000
—EECF BT
FHT T
Fees: e
Independent non-executive directors B TR R 72 144
Other emoluments: Hiophe :
Executive directors WiTEE
Basic salaries, housing benefis, HAF4 - FEEF - 3,780 4,054
other allowances and benefits in kind H AL R EIFES
Discrefionary bonus S FEAL - 130
Contributions to defined contribution TEERM IS A 80 125
Mandatory Provident Fund
3,032 4,453

During the year ended 31st December 2002, 6,000,000 (2001: Nil)
share options were granted fo cerfain directors of the Company under the
Share Option Scheme approved by the shareholders at a Special
General Meeting on 26th June 2002.

The emoluments of the directors fell within the following bands:

REE—TE-F+-_A=-+—HItFE "
AR BMEE IR BB F XA+ "H
AR ZFERIBRRA g Lild s BIE &
MARAETEEZRT6,000,00040 X
- (CFFE—F: E)

EEM2NF FIRE

Number of directors

EEAH
Emolument bands 2002 2001
[y A=) —EEF —EE—HF
Nil - HK$ 1,000,000 £21,000,0007 7T 7 7

HK$3,000,001 - HK$3,500,000

3,000,001 &7t 23,500,000 7T, | |

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
inducements fo join or upon joining the Group, or as compensation for
loss of office.

RAFR - NR A& E T ERE LA
& IMEA BES EK AR ERLA S
ZEHE .

AEEBERER AR B [ESE 2N

B (ERE DA KB 2 82R) S S1E S BRR
fiiE -
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11
(b)

108

Directors’ and senior management's emoluments (Continued)

Five highest paid individuals

The five individuals whose emoluments were the highest in the Group for
the year include one (2001: one) direcfor, whose emoluments are
reflected in the analysis presented above. The emoluments payable to the

remaining four (2001 four) individuals during the year are as follows:

1
(b)

ERRSREBEASNE (87)

I smEAL

FATNEELIUmRSFALBRE—LES
—TE-F: —fu)  ABlROoTER L

X FRERNTESRIUN (ZFTF—F : 1

fin) ALZBET

2002 2001

HK$'000 HK$'000

—EECF BT

FAIT I

Basic salaries, other allowances and benefits in kind EARF® - B R EY 5,346 5,060

Discretionary bonus BB TEAL - 168

Contributions to defined contribution TERAMFGEH A Ee HEK 166 206
Mandatory Provident Fund

5512 5,434

/

The emoluments fell within the following bands:

Emolument bands

MtRE

B F T 3R -

Number of individuals

AE
2002 2001
—ETEF —ET T

Nil - HK$ 1,000,000
HK$ 1,000,001 - HK$ 1,500,000
HK$ 1,500,001 - HK$2,000,000

E=1,000,000#7T 1 =
1,000,001 #7rz1,500,0007% T 2 3
1,500,001 722,000,000 7T | ]

No emoluments were paid by the Group to the four (2001: four)
individuals as an inducement fo join or upon joining the Group or as
compensation for loss of office.

During the year ended 31st December 2002, an aggregate of
5,085,000 (2001: Nil) share opfions were granted to the highest paid,

non-director employees.

AREBEBERZOUAL (ZFF—F: 1
i) ST - 1R RE DA KK By 2 5BE)
T EEER A E o

He T2 _F+_B=+T—HItFE ' &
HAFEZZ H=HE 8% TF5,085 00015
W (2 —= 1) -
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12 Fixed assets 12 BETEEE
Group
REE
Network Furniture
Network Leasehold equipment Office and Motor
under consfruction  improvements and foolings  equipment fixtures  vehicles Total
HK$'000 HK$'000 HK$'000  HK$'000 HK$'000 HK$'000 HK$'000
B e EEE @EREMER  FARE GHkEE RE BT
THT THT THET THET THEL THEL THr
Cost: YN
At Tst January 2002 RZZZZF—H—H 31,966 3,768 32,465 10,900 1,854 4,325 85,278
Additions wE 2,566 408 16,947 962 590 1,290 22,772
Transfer Lt (9,071) - 9071 - - - -
Disposals theE (7,475) (240) [5,696) (28) - (1,079] (14,518)
At 31st December 2002 R-FT=—F 17,986 3,936 52,787 11,834 2,444 4,545 93,532
+=RA=+—H
Accumulated depreciation:  B&HTE :
At 1st January 2002 WZZZ_F—H—H - 1,312 4,513 5,233 410 1,667 13,135
Charge for the year REZHI = 952 13,375 1,069 390 785 16,571
Disposals & = (240) (659) (10) = (338) (1,247
At 31st December 2002 R-TE—F = 2,024 17,229 6,292 800 2,114 28,459
+=RA=+—H
Net book value: MRIEDHE
At 31st December 2002 R-FT—F 17,986 1,912 35,558 5,542 1,644 2,431 65,073
+=RA=+—H
At 31st December 2001  R-ZE—F 31,966 2,456 27,952 5,667 1,444 2,658 72,143
+=RA=+—H
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12 Fixed assets (Continued) 12 BEEEE (8
Company
PN/
Office Network

equipment equipment Total

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

NS o #5t

FAIT I I

Cost : BN
At 1st January 2002 N-_EBEE—F—H—H 33 1,789 1,822
Disposals = - (389) (389)
At 31st December 2002 R-TBE—E+=—H=+—H 33 1,400 1,433
Accumulated depreciation:  BE{4rE :
At 1st January 2002 N-_EBEE—F—H—H 20 Q65 Q85
Charge for the year NEEHG 8 415 423
Disposals e - (267) (267)
At 31st December 2002 RoEFEE-F+—=+—H 28 1,113 1,141
Net book value: PREDF(E
At 31st December 2002 RoEFEE-F+—=+—H 5 287 292
At 31st December 2001 R-TBE—E+=—H=+—H 13 824 837
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13 Intangible assets

13 EEAE

Group
AEE
Deferred
development
Goodwill costs Film rights Total
HK$'000 HK$'000 HK$'000 HK$'000
GEES PRI AS g i #ST
FHAIT FHAIT I FHAT
Year ended Me—ETET -F
3 1st December 2002 TZRA=T—HILEE
At 1st January 2002 NoEE-F—H—H - 14,513 4,448 18,961
Infangibles recognised RINBEZ B AE = 10,884 = 10,884
as an asset
Transfer from longferm deposits  F &= Eit& 4887 = = 14,863 14,863
Amortisation charge sz b - (3,082) (3,641) (6,723)
Write-off = - (74) - (74)
At 31st December 2002 ROEEFF+ - A=+—H = 22,241 15,670 37,911
At 31st December 2002 RoTE-E+-H=+—H
Cost BN Q5,905 35,727 32,773 164,405
Accumulated amortisation and  RF1EE KB EEE (©5,905) (13,4806) (17,103) (126,494)
impairment losses
Net book value REFE — 22,241 15,670 37,911
At 31st December 2001 RoTE—FE+-H="+—H
Cost BN 95,905 24917 17,910 138,732
Accumulated amortisation and  2FHEHE RIBEEHE
impairment losses (25,905) (10,404 (13,462) (119,771)
Net book value PREFE - 14,513 4,448 18,961
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15
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Investments in subsidiaries

14 RHBASZIRE

Company
PN/

2002 2001
HK$'000 HK$'000
CEE O CEE A
FHBIT T8
Unlisted investments, at cost IE FTREEIS S R EE 67,732 67,742
Provision for impairment loss BB (67,732) (67,742)
Loan to a subsidiary m—REEAsEL > 25,284 25,284
Amounts due from subsidiaries Al E AL N NI 375,163 340,700
Amounts due to subsidiaries NS NI e (310) (310)
Provision for amounts due from subsidiaries FEU BB N B /R 20 (330,973 (178,284)
69,164 187,390

The balances with subsidiaries are unsecured, interestfree and have no

fixed terms of repayment.

Particulars of the principal subsidiaries are set out in note 32.

B ARRFESREORELANR RS AY

BEEESR -

BRME AR 2 TR EBHERN M2 -

Long-term deposits 15 REZE

Group

EEH
2002 2001
HK$'000 HK$'000
SEECA —ETF
ET FHET
Deposits for the purchasing of film rights BET GG 37,425 35,228
Deposit in relation to film distribution rights AR BTz 10,000 10,000
Deposit for films library EhEZES - 17,060
47,425 62,288
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Investment securities 16 £EEH
Group
REE
2002 2001
HK$'000 HK$'000
—EECF BT
FHIT Tt
Unlisted shares outside Hong Kong, at cost  Jf TRz zEss (FELIIMLE)  iRRET
Ordinary shares il 35,000 35,000
Preference shares 1B 20,280 20,280
55,280 55,280
less : Provision for impairment loss B OREE (35,000) —
20,280 55,280

As at 31st December 2002, the Group held 990 ordinary shares,
representing approximately 9.9% equity inferest in a company and
2,600,000 convertible preference shares of the investee company.

Particulars of the investee company are as follows:

R-ZEE-_F+- A=+—H ' ZEEZHF
Q0L MIEIED » T —RH QAR iEZ
Q.9% » Wit HZ AR 22,600,000F% 0] # i%
BIHRRR D -

PILE RRFHBAT

Nominal value of issued

DETRH mE
Place of Ordinary Preference Principal
Name incorporation shares shares activities
=l eEMMEL TR BIERR EEXH
Broad Communication Company Limited British Virgin Islands US$10,000  US$2,600,000 Services and

("BVI”)
REBRXES ([BVI)

The convertible non-voting preference shares are convertible into ordinary
shares of the investee company at any fime during the 2-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.

10,0007t

2,600,000%7T design, integration
and installation

of digital
broadcasting
equipment and
sales of related
products

SIS EERTS
RREX - i
Eoak AR R
EmpE

MR R R B AR A - T —F
B = +— B E5MmFRBRER SR ER
A2 E R o

HREFER @ AEEURKERRZE LY
BAREATE -
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17 Interest / investment in a jointly controlled entity

17 R—EEFEHSe g / ]RE

Group

AEH
2002 2001
HK$'000 HK$'000
— =R
5T FHT
Share of net assets JEEEEFE 9,057 -

Company

pAl
2002 2001
HK$'000 HK$'000
— =R
BT FHT
Unlisted investment outside Hong Kong, af cost EBAINMDRIE FTHRE - HRRER 14,200 —

Particulars of the jointly controlled entity are as follows: ZAERZEGIE RN
Place of Percentage
operation and =k

incorporation Ownership Voting Profit Principal
Name SEMB AL K2 inferest power sharing activities
=l R RS FREME#ERS B i M B EEEH
Jiangsu Hongtian Broad People’s 50% 50% 50% Services and
Communication Co., Lid Republic design, infegration
TERR RS AR A A of China and installation
(PRC) of digital
i AR AN broadcasting
(THER ) equipment and

sales of
related products

IS EARS

RS - i3

KRR MARRE T
EEmmpE
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Inventories 18 HE
Group
REE
2002 2001
HK$'000 HK$'000
—EEF —EE—4F
FE Fbr
Raw materials R AtH 3,570 1,488
Finished goods 2k i 29,219 37,291
32,789 38,779

At 31st December 2002, the carrying amount of inventories that are
carried at net realisable value amounted to HK$7,797,000 (2001 :
HK$23,449,000)

Trade receivables
At 31st December 2002, the aging analysis of the trade receivables is as
follows:

19

R-ZTZ-F+ - A=+—H  HUaERZF
BIR2FE ZIREE &L/, 797,000 T
(=TT —% : 23,449,000 T) °

FEIEE 7R
R-ZTZ-F+-FA=+—H  EIZE I
ZIRERDATUOT

Group

~EE
2002 2001
HK$'000 HK$'000
CEE O CEE A
5 AT
0 - 30 days 0£30k 2,737 19,925
31- 60 days 31260k 575 2
61 - 90 days 61%=90K - 202
Over Q0 days (note 28(c)) HREQOK (MizE28 () 21,243 36,454
24,555 56,583

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 and a jointly controlled entity details of
which are set out in note 28 (c).

MREMTE28 ()P AEHERBREERRR
MEERMA R ERRE —RIRERR E—HXF
EH BRI BERTEFIOEORZEE
5 -
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20 Trade payables

20 FEMTE SRR

Group
BEE
2002 2001
HK$'000 HK$'000
CEE O CEE A
FAIT I
0 - 30 days 0230k 2,366 1,872
31- 60 days 31 260K - 107
61 - 90 days 61200k 48 176
Over 90 days T EOO K 17,321 17,979
19,735 20,134
21 Bank loans, secured 21 FHEPERTER
Group
REE
2002 2001
HK$'000 HK$'000
CEE O CEE A
FAIT I
Short ferm bank loans FEHASRITE K 1,896 50,597

At 31st December 2002, the Group's bank loans were secured by bank
deposits amounting to US$250,000 (equivalent to HK$ 1,950,000

(2001: US$6,542,000, equivalent to HK$51,321,000).
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REITZF-_FT-HA=+—H  ~EEH IR
1T BRI Z RITE A #£R250,000%
7T GEE 1,950,000 ) (ZFF—F -
6,542,000%7T * AEMS51,321,000
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Authorised
AR

5 % redeemable
preference shares

5 %Al HE O S AR

Ordinary shares of HK$0.10 each
EE50. 104580 E @k

Number Number
of shares HK$'000 of shares HK$'000
RSB 5L BSEE 5T
At Tst January 2001 WoEE—F—F—H 83,250,000 124,875 716,750,000 1,075,125
Cancellation of share capital  3145R% 7% - - (716,750,000)  (1,075,125)
Increase in authorised SETEREZREE AN - - 800,000,000 80,000
share capifal
At 31st December 2001 W EE—F 83,250,000 124,875 800,000,000 80,000
+—A=+—H
At 1st January 2002 and R-ZEE-_F—F—HE 83,250,000 124,875 800,000,000 80,000
31st December 2002 —EE—F
+—A=+—H

Issued and fully paid
EETREEE

5 % redeemable
preference shares

5 %Al HE O S iR

Ordinary shares of HK$0.10 each
HE0. 1078 T E @Ak

Number Number
of shares HK$'000 of shares HK$'000
ARIAE B 5T BIREE FHIT
At Tst January 2001 n-FE—F—H—H 47,336,091 71,004 271,186,431 406,780
Issue of shares BT = = 38,900,000 58,350
Conversion during the year — ERH # (220,000) (330) 224,081 50
Capifal reorganisation BANER — - - (434,429)
Exercise of share options 1T{h RS e = = 200,000 300
At 31st December 2001 RoZFE—F 47,116,091 70,674 310,510,512 31,051
+—E=+—H
At 1st January 2002 NoEE-F—H—H 47 116,091 70,674 310,510,512 31,051
Issue of shares (note (a)) LTRSS (Bit=E (a) = = 18,571,429 1,857
Conversion during the year — ERHi% (Hizt(b)) (46,699,829) (70,050) 47,652,885 4,765
(note (b))
Redemption during the year  ZEREE (KizE(b)) (416,262) (624) - -
(note (b))
At 31st December 2002 Ao TE—E = = 376,734,826 37,673
+—E=+—H
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22
(a)

(b)

23

118

Share capital (Continued)

Ordinary shares

On 18th March 2002, Zoran Corporation subscribed 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 received
from the subscription are utilised as the general working capital of the
Croup. The excess of the net proceeds over the par value of the share
issued was credited fo the share premium account

At 31st December 2002, 15,000,000 non-voting cumulative
exchangeable preference shares of US$1 each of DVN (Group) Limited
held by a related company were exchangeable to approximately
24,786,780 ordinary shares of the Company, subject to adjustment,
upon conversion. Details of these preference shares are set out in
note 25.

Preference shares

On 29th January 2002, 46,699,829 preference shares were
converted info 47,652,885 ordinary shares in the Company of
HK$0.10 each. The Company redeemed the remaining 416,262
preference shares at HK$ 1.50 each on 4th February 2002.

Share options

Pursuant to a share option scheme of the Company adopfed on 12th
May 1999 (the “Old Scheme”), the board of directors of the Company
may grant options fo eligible employees of the Group, including
execufive directors, to subscribe for shares in the Company. The Old
Scheme was terminated at a Special General Meeting held on 26th
June 2002 ("SGM”). All options granted prior to the termination continue
fo be valid and exercisable except for 2,500,000 share options which
was cancelled immediately prior fo the adoption of a new share option
scheme described below.

The Company has adopted a new share optfion scheme (the “New
Scheme”) at the SGM.
may grant options fo Qualified Persons as defined in the New Scheme.

Pursuant fo the New Scheme, the Company

The exercise in full of the share options, under the present copiti0|
structure of the Company, would result in the issue of an additional

22,775,000 (2001: 21,034,000) ordinary shares.

Details of options granted under both the Old Scheme and New
Scheme are described below:

22

(a)

(b

23

BE (8)

T

MZZTZE 5= H+/\E ' Zoran Corporation
LER2. I0BTZERREBLN AR
18,571,429 @ BREHO. 107 T 2872 &
B - BEBPIFA3,90088 L2 Bl A
EREBE—REEED - BB BTRMAE
B2 R ABLRER ©

R-ZTZE-_F+- A=+—HlE —@#EH AR
#4 15,000,000 FREESR S — T2 A
i (KB ARARENR  UEERS
24,786,780~ Rz A% (FIakal ¥
) - AR L2 B AR5 -

=5

MoEE-F—H-+N8 ' %£46,699,829
REAESLRE H I A7 A T]47,652,88 5 R E AR
BO. 1082 LB - A RARLTE=F
— AVUHBASEFRL 1 508 T2 Ei&E el 42
416,262 M58 F% -

FRRRIE

BEARRR—AANFRLAT —BERAL
BRAEAS (TE:8)) - ~ARIEFEAM
AEEZ EREE (BIRATES) KA
RBARE R 2 BE - EtBER —F
T-FRA TR BERAZERIBRERNEH
AR LE © BR ORI B4 st 85 2 RIRERE 7R A A
2,500,000 i E A% SN » 42 1EAT AR 2 P
BRBEOEEC ZAN -

RN AR BRI BRA S L ERAN RS AR AR T
B ([#7a181]) - REBEFTAAB - N OE]AHEE
PR TR BT AIRE 2 BERAL -

RIBARBBUTIRAZRRE - CIRHZBRE
W FINETT22,775,000F%(2001
21,034,000/ Eimpx -

e == WS E A [ dunyed i O T R
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23 Share options (Continued)
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Number Number of
of shares options Number Number of share options
oufstanding of share share options outstanding
as af options lapsed/ as at Exercise
1st January granted cancelled 31st December price
Date of share 2002 during during 2002 per share
options pr s the year the year e Exercise HK$
granted —A—HRRE  FRERZ FRKN/ T +-A=t+—H2 period  EIRATEER
EREEHEE ZIEIRER R BRERE o HERERE  RaiTE s ERERE 1T BT
10th September 10,334,000 - (10,334,000] = 1/1/2000 - 2.25
1999 31/12/2002
—NAAFILATH
6th March 2000 2,500,000 = (2,500,000 = 7/3/2000 - Q.89
—EEETE= ANH 6/3/2003
1st September 2,300,000 = = 2,300,000 1/1/2001 - 2.62
2000 31/12/2003
—ETEFNE—H
2nd November 5,200,000 = = 5,200,000 1/1/2001 - 1.50
2000 31/12/2003
—EEEET—HAH
23rd July 2002 - 14,575,000 = 14,575,000 24/7/2002 - 1.47
—EEFHRE-T=H 23/7/2005
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Reserves 24 &
Group
AEH
Share  Contributed Exchange  Accumulated
premium surplus reserve losses Total
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
AR DR (E EH R bE 5 e A ]
FHIT FHIT FHIT T T
At Tst January 2001, MZTE—F—F—H 225439 86,726 - (608,481) (296,316)
as previously reported WET 23R
Effect of adopting SSAP 29 P st 2ERI20E = = - (5,051) (5,051)
B E
225,439 86,726 -  (613,532) (301,367)
As restated = 5|IR
Premium on issue of BT RPE A 19,450 - - - 19,450
ordinary shares
Capital reorganisation BANER (245,039) 135,396 - 544,072 434,429
Exercise of share options TR RS E 150 = = = 150
Conversion of preference shares (B4t i%H I 280 - - - 280
Exchange difference fE o =50 = = 899 = 8909
Loss for the year ENER - - - (41,373) (41,373)
At 31st December 2001 RoZFE—F 280 222,122 899  (110,833) 112,468
+—S5=+—H
t 1st January 2002 NW_EE-_F—F—H 280 222,122 899 (110,833) 112,468
Issue of ordinary shares e s 37,143 - - - 37,143
Share issue expenses pEnETE R (585) - - - (585)
Conversion of preference shares  {BE4cF& R 1% 65,285 - - - 65,285
Exchange difference B H =%n - - (1,021) - (1,021)
Loss for the year ENEIR - - - (142,299) (142,299)
At 31st December 2002 NoEE—F 102,123 222,122 (122)  (253,132) 70,991
+—S5=+—H
At 31st December 2002 NEFE—F
+=-A=+—H
Reserves/(deficit) are retained by: {%Eﬂfﬁ & (BAL
Company and subsidiaries NAaal RHB AR 102,123 222,122 (122)  (252,295) 71,828
Jointly controlled entity H? o=t - - - (837) (837)
102,123 222,122 (122) (253,132) 70,991
At 31st December 2001 AT E—=
+=-A=+—H
Reserves are refained by: 1S83E  (B4A)
Company and subsidiaries AT RHTEAT] 280 222,122 899  (110,833) 112,468
Jointly controlled entity S [F | = = = = =
280 222,122 899  (110,833) 112,468
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24 Reserves (Continued) 24 s (B
Company
/N
Share Contributed Accumulated
premium surplus losses Total
HK$'000 HK$'000 HK$'000 HK$'000
= ERZES A:tEE #et
AT &L FAIT FAIT
At 1st January 2001 Rn—=FE—F—H—H 225,439 17,390 (540,547) (297,718)
ssue of ordinary shares AT E AR 19,450 - - 19,450
Capital reorganisation EREH (245,039) 135,396 544,072 434,429
Exercise of share options TT{EfmpsE 150 = = 150
Conversion of preference shares — E5Ef% 5% 280 = = 280
Loss for the year FANEE - - (56,103) (56,103)
At 31st December 2001 R-ZFE—F 280 152,786 (52,578 100,488
+=—A=+—H
At st January 2002 R—=FE—F—H—H 280 152,786 (52,578) 100,488
Issue of ordinary shares AT LIBAR 37,143 - - 37,143
Share issue expenses SR =it (585) - - (585)
Conversion of preference shares — E5Ef% i & 65,285 - - 65,285
Loss for the year FAEE = - (156,062) (156,062)
At 31st December 2002 RoELE—F 102,123 152,786 (208,640) 46,269
+=—A=+—H

25

The contribution surplus of the Company and of the Group arose from a scheme
of arrangement that fook place on 31st October 1989. Under the Companies
Act 1981 of Bermuda (as amended), the Company’s contributed surplus may be
distributed 1o shareholders under certain circumsfances as set out in note 8 (a).

Minority interests

Included in minority interests is US$15,000,000 (equivalent to
HK$116,250,000) preference shares issued by DVN (Group) Limited, @
wholly-owned subsidiary of the Company. The preference shareholder has
the right at any time starting from st July 2000 to exchange all (but not
part) of its preference shares info ordinary shares of the Company af the
exchange price which has been adjusted from HK$4.80 per share to
HK$4.69 per share, pursuant fo the announcement dated 10th October
2001. The board of directors of the Company has the right, at its
discretion, fo require the compulsory exchange of the preference shares at
the exchange price at any fime from Tst July 2001, provided that the
average of the closing market prices of the Company’s ordinary shares for
the 20 trading days ending on the trading day immediately the dafe of
giving notice of such compulsory exchange is not less than HK$ 10.

For the year ended 31st December 2002, preference shares dividend
payable was accrued at HK38.75cents (2001:HK38.75cents) per share
totaling HK$5,812,000 (2001: HK$5,812,000).

AR AR NGB 2 B R T L LF T
F=1T— Bz t8mES - RIFaFE
—hN—FRAPE (ERIR) » ARRlz BEBE
BRATAR A8 (o) FREUEIU 0K TRRER -

DER S
B HHIETA] 50000005, (i
116,250,000 7T) zmAAmI2EMER
Tl KBS (RE) HIRAR - AT ES
RE—SESF- F— ik - EISRARIL
SHEICIRR T HBRRS (R =%
F—t ATRMZAE - ASOMESR
HECH B4 SE TR EER4.09ET) °
FHE—BEEEL A~k WARTZ IR
TR PSR 07T RN,
5 R EE N A i
2B

R-EE—F+— S =1+—H ' [EHERER

LAAR38. 75784l (2001 : 38.7574l) sHH74E
5,812, 000&7T (2001 : 5812,000E7T)
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26 Notes to the consolidated cash flow statement

(a)

122

26 ZFEWREHRERMET

Reconciliation of operating loss to net cash outflow from operations (o) REESEHRE IR > 0 S0 P IEAE e
2002 2001
HK$'000 HK$'000
(Restated)
—EECF BT
FHT I
(#BE7)
Operafing loss T ER (135,152) (33,202)
Interest income 2 A 623) (2,527)
Depreciation e 16,571 9,684
Amortisation of intangibles B A N 6,723 9,152
Impairment of goodwill [EEVERIE - 7,800
Impairment of investments KA BE 35,000 -
Unrealised profit NEE A 4,382 =
(Gain)/loss on disposal of fixed assets HEBRTEE (W) /Ei8 (155] 504
Write-off of deferred development costs EAERT B AN 35 /4 184
Exchange differences PE 5 A=A (1,097) 505
Operating loss before working capifal change LEACEHF L KEER (74,277) (7,200)
Decrease/(increase) in inventories FERL/ (EMm 7,143 (27,869)
Decrease/increase) in trade receivables, EWE 52k - A= - 15 R 38,340 (16,491)

prepayments, deposits and other receivables E G2 B/ (BEan)
Increase in trade payables, accruals and ENE S EraEk 9,251 17,728
other payables EeREMFUEN

Net cash outflow from operations REEBE S 2 I AR (19,543 (34,532




26 Notes to the consolidated cash flow statement (Continued)

(b)

(c)

(d)

Analysis of changes in financing during the year
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26 HZEHREREFMTE (B)
b) Z=FEEMEETONTE

Balances with related

Share companies / a former Provision
capifal Advances  intermediate holding Pledged Preference
and share Minority to investee company and bank Bank dividends
premium interests company fellow subsidiaries  deposits loans payable
HK$'000 HK$'000 HK$'000 HK$'000  HK$'000  HK$'000 HK$'000
P AT o HRE HEBE NG [wairii AT FE AT
(P& MRER ~aE RpEER AT R RI7 =N B5HR
wE HEZ fFE  BEFENEBR &% £ &
T T AT T TET AT THT
At Tst January 2001 RoEE—F 703,223 125,794 [20,000) 5,626 (6,337) 6,075 23,781
—HA—AR
Net cash inflow/[oufflow) H&FTA 78,250 = = (7,884 (44,984) 44,522 (11,697)
(i) ¥
Share of loss SR - (2,741) - - - - -
Conversion of W E AR
preference shares = = 20,000 - - -
Preference dividends JE SHE SRR IR B
payable = = = = = = 9,601
Capital reorganisation BARELR 679,468) = = = = = =
At 31st December 2001 R —=Zm—4 102,005 123,053 = (2,258)  (51,321) 50,597 21,685
ToA=t—
At Tst January 2002 PRoEE_F 102,005 123,053 = (2,258) (51,321) 50,597 21,685
—HA—AR
Net cash inflow/(outflow) &7 A/ 38,358 - - 1,365 49,371 (48,701) (17,460)
(i) ¥
Share of loss SiERsE - (943) - - - -
Preference dividends JE SHE SRR IR B - - - - - 6,089
payable
Redemption of preference B [BH{& 4208 (< 2 567) - - - - - -
shares payable
At 315t December 2002 j—mm — 2 139,796 122,110 - 893 (1,950 1,89 10,314
t—A=1—H
Maijor non-cash fransactions ) FEIHHBH
(i During the year, the Group has transferred inventory to and from fixed ) =/ - NEE —#EEE]0,655,000
assets in the amount of HK$10,655,000 and HK$12,783,000 B2 EE ABEEE @ W5 &

respectively.

Includes in bank balances and cash of the Group is HK$1
(2001: HK$6,548,000) which represented bank balances denominated —25%11,562,000%E T (2001
in Renminbi and placed with banks in the PRC. Renminbi is not a freely 6,548,000 L) 275E  ZEFEUAR

convertible currency.

¥E3E12,783,000/ 8 T2 BIE EE B AT

5 -

1,562,000 (d) EAEERSRBTEBTEE

R BT IR B RERIT - ARB T
REEmRABRZEE -
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27 Commitments 27 #EiE
[a)  Commitments under operafing leases (a) AEETELIESE
At 31st December 2002, the Group had future aggregate minimum lease RZBZE-_F+-_A=+—8 TEEHT
payments under non-cancellable operating leases as follows: FIS Al G 2 A BB AR N 2 xEES
CHESINE
Lland and buildings
THRAET
2002 2001
HK$'000 HK$'000
— =R
HET FHET
Not lafer than one year —FLAA 2,289 2,847
Later than one year and not later than five years =A% + FELA 478 1,044
2,767 3,891
The Company did not have any commitments under operating lease at ARAR-FF—FT - A=+—BR—F
31st December 2001 and 2002. E-F+= A=+ —HHEEEDL FAIE e
HIFTE -
(b)  Financial commitments
At 31st December 2002, the Group and the Company had financial ~ (b) EFF5HEIE \
commitments in respect of registered capital contributions to two R-FE-—F+- A=+—H  ~&EEEX
(2001 :two) subsidiaries and one (2001: nil] jointly controlled entity in the RAEIZER R ERE B R Al k—HE=
PRC as described below: FHEHIERE 2 B BT ¢
Group Company
REH AL
2002 2001 2002 2001
HK$'000 HK$'000 HK$'000 HK$'000
— =R — =R
FHET FHET HT FHET
Subsidiaries A A 11,830 10,830 - -
Jointly controlled entity HEpe e 28,436 = 28,436 =
40,266 10,830 28,436 =

Included in the related capital confributions, the amounts paid before
balance sheet dafe but the capital verification process has not been

REER A AEBD XN ERZR TR AN

AR MEARERARF MR TSRS  FIEW

completed are as follows: T
Group Company
SEE EVANE]
2002 2001 2002 2001
HK$'000 HK$'000 HK$'000 HK$'000
— =R — =R
FET FET FAT FET
Subsidiaries B AT 6,889 5,039 -
Jointly controlled entity HEPHIEEE - - -
6,889 5,039 - =
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27 Commitments (Continued)

(c)

28

(a)

Capital commitments
As 31st December 2002, the Group had capital commitments in respect
of the purchase of digital broadcasting equipment and fixed assets as

27

(c)

Annual Report 2002 &2

EiE (&)

ERAVES

AEBR - EE-F+ - A=+ —HUREE
EERERETEE 2 ERFSENT

follows:
2002 2001
HK$'000 HK$'000
—EEF —EE—4F
FEIT 5T
Contracted but not provided for B T4 R RS - 1,306
Authorised but not contracted for IR ERETLY - -
- 1,306

The Company had no significant capital commitments at 31st December

2001 and 2002.

AARR - EE-_F+-A=Z+—HRE —F
E—F+ = A=+—HWEENEREIE o

Related party transactions 28 HEEALXS
During the vyear, the Group has entered info the following related party (o) &N BRI E B AhBRFr {EHRER 25) © &
fransactions in addition to those disclosed elsewhere in these accounts: BisET TR PO AR A LR S
2002 2001
HK$'000 HK$'000
— =R
T 5T
Sales of digital broadcasting equipment and mHFEZFIEREHE
related products to a jointly controlled IS EER BB ED
enfity (nofe (i) (HI%E (i) 14,252 -
Preference dividend paid fo a related N TABEA L ZBERE
person (note (i) (BI%E (i) 747 -
Compensation income from a former intermediate  JRAEIZRR AR Z F5ES WA
holding company - 11,912
Preference dividend paid and payable to a XNSENTRERMNE AR 5,812 5,812
related company / a former fellow subsidiary {BIERRAR B
Inferest income from loan fo an investee company & 2 B EFF| EWA - Q37
Sales of digital broadcasting equipment and A 1 A S R IR &
related producis to an investee company HEREEmD - 39,465

(i) During the year ended 31st December 2002, the Group sold digital
broadcasting systems and related products fo a joinfly controlled
entity amounting to HK$14,252,000. The price and conditions in
relation to the sales were made under the same terms as it trades with
other non-related customers.

(i) During the year ended 31st December 2002, the Company paid
preference dividend amounting to HKD747,000 to Ms Chan Yat

Kwan, the spouse of Mr. Ko.

) HE2—FE-F+-A=+—HILFE
W ARE B e R E B E80E E
B i RARREAE S 14,252,000 %
I AR NE 2B RIG (M E IR
BRPEITR S ZIEFFR -

i) = —FF-F+-F=+—HItFE
AV N/NE]

A T A EREBRER X
T2 BRI REE/47, 0008 T -
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(b)

(c)

29

(a)

(b)

(c)

126

The amount due fo related companies are unsecured, interest free and
repayable on demand.

Included in trade receivable of the Group are an amount due from a
jointly controlled entity of HK$ 1,918,000 and an amount due from an
investee company of HK$48,111,000 against which a write-off of
HK$33,110,000 has been made.

The amount is unsecured, inferesHree and payable in accordance with
the terms sef out in the agreements.

Subsequent events

On 13th January 2003, a wholly-owned subsidiary of the Company,
DVN (Group) Limited and #8218 RE AR 7], an independent third
party company incorporated in the PRC, entered into a joint venture
agreement ")V Agreement’) to establish a joint venture (“JV") with
registered capital of RMB31 million (approximately HK$29.4 million)
and the Group holds 40% inferest and profit sharing. The Group will
contribute RMB12.4 million (approximately HK$11.8 million) info the JV
once the JV has been incorporated and registered in the PRC. The JV will
focus on developing digifal broadcasting and related business in the
PRC, its final establishment is subject to ultimate negotiation of the
commercial arrangements.

On 27th March 2003, Digital Video Networks Company Limited
["DVN Suzhou”), a wholly-owned subsidiary of the Company , obtained
a bank loan of RMB40 million from a bank in the PRC guaranteed by 5%
HAEEFARMO AR AT ("BARTEE") , an independent third party
company incorporated in the PRC and listed on the Shanghai Stock
Exchange. The loan is inferest bearing at 5.5755% per annum and
repayable on 25th February 2004 with option to renew. The proceeds
of the loan are infended to be ufilized for the Group's general working
capital purposes. Pursuant to a confract entered info between DVN
Suzhou and AX#BRTEE, DVN Suzhou pledged the digital broadcasting

system located at Suzhou as the security for the guarantee provided by

PXHPATEE.

On st April 2003, DVN Suzhou entered into a confract with P43
" TEEAEREAERR (C"WIIFERE "), an independent  third
party company incorporated in the PRC, for the acquisition of technical
know-how fo be developed by PU)I|FiZ=5=. Pursuant to the confract,
DVN Suzhou paid a deposit of RMB20 million which shall be fully
refunded if PU)I137Z= 5% is unable to complete the development before
31st January 2004. If the development work is completed before the
due date subject to the satisfactory acceptance of DVN Suzhou, DVN
Suzhou shall pay a consideration of RMB18 million, PEJI1¥Z5, shall
refund the excess of the deposit over the consideration, amounting to
RMB2 million, to DVN Suzhou.

(b

(c)

29

(a)

(b

[c)

HRERR] 2 AR SEIEE - £ 8 RARE
BES(EE -

(A1

S S ERE W 5 5 8 R WK R 56
ERAFIZESHE—2E1EH33,110,000
BT R 48,110,000 7T 2 el —1E#% &

AABRH -

bt 2 SRER R EARIR - R BERARES K

L E= o
TREFE ©

SHBESEIE

R-ZEZ=F—F+T=H ' ARAIZ2ENE
RAIAMEG EE)AR AR R B
BILEBY £=77 RrAEREEREARRA
ARl Va2 Anlk@EikL aEan  EHE

REBDIH40% 2B @ RE k] - —BEGER
AIE PR AL - AR EHAEER AR
#H1, 2408 T A RE(KIR1,1808ETT) » &%
BECES NN ETERARSBER A
B ERENIBFTERLT FZ&& R
EJTA{EE -

R-FE=F=RF ~+tH ARAIZEE
B AR KRS EER R (BN ARAX
Bl [RASESERM | ) - B HA T B sEf A
YREDSESFR ZALETHNELIE=T7R
AIESATEEE T IR AR AR [AkHATEE] )
IR - P ENRTRENERR4,00087T
ARE - BEEFRER5.5755% R F
TOE-—A TR REER  EEEE - E
N FEA SRR AEEN—REESR
T o RIRK SIS ZRMN B2 AT $85T 2 2 —
DE K R BRSBTS R 2 2R
BIE GRS FBATER (2 FEREVIRAE o

R-ZBE=FA—RH  RHEEFERN B2
S A ML EVE S E =5 AR )3T =
FrREARE AT TIFZFER | RIS
B#) 0 HA1,8008TT AR Z AL EWEE 50l
REEF%E - BEZ A - RE SN R
NI R 5e 22,0008 e 40P 11%723=
REER - EFMF— A =+— BRIEKZ
% @ AIEBBURERE - 55 B TIEEK
Fo K s B85 &l B MR - P0IBTS /B
BREBRBRENZE2008T AR TR
BRI
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On 23rd April 2003, DVN Suzhou entered into an operation
management and assets trusteeship agreement with TAERELGR A ]
["BCC"), a subsidiary of an investee company of the Group incorporated
in the PRC, and BEIEEEE AR A7 ("E4I"), an independent third
party company incorporated in the PRC. Pursuant fo the agreement, DVN
Suzhou shall manage on tfrust the operations of BCC's digital
broadcasting business and the related assets for a period of fen years
commencing on 1st May 2003. BCC shall pay an annual frusfee fee of
RMB300,000 to DVN Suzhou. E&ll, as the consultant, shall govern the
proper execufion of the agreement and provide the necessary
consultancy services. A consultancy fee of RMB300,000 shall be
payable to & Al and shall be borne equally by DVN Suzhou and BCC.

Intermediate and ultimate holding companies

As at 31st December 2001, the directors regarded Universal Appliances
Limited ("UAL"), a company incorporated in Hong Kong, as being an
intermediate holding company. The ultimate holding company of the
Company was Kwan Wing Holdings Limited ("Kwan Wing').

During the year ended 31st December 2002, UAL became a wholly-
owned subsidiary of UHL, a company incorporated in the Cayman Islands
and listed on the The Stock Exchange of Hong Kong Limited. Mr. Lui Pan,
Terry, a director of the Company, has tendered his resignation as a director
of UHL with effect from 13th December 2002. Upon Mr. Lui's resignation,
UHL no longer has the maijority control over the board of directors of the
Company. Hence, UHL and Kwan Wing ceased fo be the infermediate
and ultimate holding company of the Company since then. The direcfors
consider that the Company does not have any holding company.

Approval of accounts

The accounts were approved by the board of directors on 25th April
2003.

(d)

30

31
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R-FE=FPR —+=H ' RHMEHES &M
B7R S B — IR B & R R BUEEM AL
ZMBARRERME R AR [BCC )RR
MEEMK 2B YE=TTRR HAIEEE
EARDR) [HE ] JFII2EEE R EER
B - IRIFZH & RHBSEMNES -
FTE=FT 5 —HERSEEBCCEME EE
X 2EERMBEE R TF -BCCE
FRM A EESE N M30BTA REFE
£ - BEIERERR BB RAEEN TR H &L
RHG ENERRY - BRZE R308TAR
o BRHEESEN BEBCCF B0 -

hEiElR A B R &R AT
RE—ZF—FT-_A=t—HIt " EFE
RAAMEB MK L2 Z MEM LEARA
A ([ ZRNEM]) /AREZPEZERA
A v W AR R A B &Kwan Wing
Holdings Limited ( TKwan Wing | ] =

FR - RFBEREXRFZERERA A
(TUHLD (—xRFESESKZIWESR B
MzRE) - AZEE-—F+ = A+=HA
BARQAAIEZ amitsEssUHLEEZ 8B
BHEtERTE  UHIEEARAIEEETH
A RZ BTG - Fit - BB UHL
KKwan Wing a2 AR R 2 H M AR A R
AR D] c EEG RN R el T

2N
=k

ZEREER - FEFT=FVA- +THHEE
= -
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32 Particulars of principal subsidiaries
The table below lists out the subsidiaries of the Company which, in the

128

32

opinion of the directors, principally affected the results of the year or

formed a substantial portion of the net assefs of the Group. To give details

of other subsidiaries would, in the opinion of the directors, result in

particulars of excessive length.

Place of incorporation
and kind of legal

entity for subsidiaries

Nominal
value of issued

ordinary share/

EEMBATFE

BEEERRN  TRIGFDR/HAFE XE
B T B EE AKE AL FEE 2K
RAMEA A - RBRERBN UK - BF
ERSEFIHEMHMERRZFHE -

in the PRC preference share/
eEMtEn registered capital Inferest Principal activities
Name b B ERTEER/ held and place of operation
=i A2 SEEHIAT BERR/ FHMARATEE AL FEEB T LT
DVN (Group) Limited BVI US$10 ordinary * 100% Investment holding
AHEES (R8) AR A7 REEIFS US$15,000,000 REFEIX
preference
10%% 72 3@k
15,000,000% T2
(=T
DVN (Management) Limited Hong Kong HK$2 ordinary * 100% Provision of administrative
RAEES (B18) AR QA B 27T EAA% services in Hong Kong
REBREITHRS
Dynamic Network Limited BV US$1 ordinary * 100% Investment holding
REEIFS B+ il Eia-palil
DVN Technology Limited Hong Kong HK$2 ordinary * 100% Services and design, integration
A BES R AR AR =8 27 TT 2 EAA% and installation of digital
broadcasting system and development
of related software and products in
Hong Kong and Southeast
Asian countries
B R R EFRETT
BB RN - SR - T
Kk KRR R Emr R
Cyber Cinema Technology Hong Kong HK$2 ordinary 100% Investment holding
Company limited B 2872 EAEkR Eia-palil
A B ES AR AR
Campus.Net Technology Hong Kong HK$2 ordinary 100% Investment holding
Company Limited B 27877 EAEkR Eia-palil
At =R AR AR
Whizz Kid Limited BVI US$1 ordinary 100% Investment holding
RERLES [Esrd -+ il Eia-palil
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Place of incorporation Nominal
and kind of legal

entity for subsidiaries

value of issued

ordinary share/

Annual Report 2002 &2

TEMBATHE (B

in the PRC preference share/
eEMtEn registered capital Interest Principal activifies
Naome b B ERITEEAR/ held and place of operation
B8 RAZIETEHINL BER/ AMEAEE KA LB EEXBRIE LT
DVB Technology (Suzhou) People’s Republic RMB100,000,000 70% Trading of digital
Company Limited of China ("PRC"), 100,000,0007T broadcasting equipment
RAEEASEiT (ARM) equily joint venture N and relafed products in
AR A] i AR AN ARG A the PRC
(Mg ) - AR B S B E R e AR
BEAARA EMmZRS
DVN Technology PRC, wholly-owned HK$6,000,000 100% Development of hardware
(Shenzhen) Co. Limited foreign investment 6,000,000% 7T and software in relation to
A BEER. GRYID enferprise ARG A digital broadcasting in the PRC
AR A] PE SEEAELE DA B 2 SRS R R AR RERE 1
LI LE S
Digital Video Networks PRC, wholly-owned US$8,000,000 100% Services and design, integration
Company Limited foreign investment 8,000,000%7T and installation of digital
AT B R = enterprise & broadcasting system
(gr) ARAR] el - SNEEE (R and development of related
software and products in the PRC
R BUEITEIS EAIRTE © B
SR B BRRAEET R
EmmFE
Telequote Data Hong Kong HK$ 10,000 Ordinary 100% Provision of international
International Limited a8 10,0008 7T 2 & imh% financial market information
BAEMAEEARIA and selective consumer data
in Hong Kong
REERAERS/RTS
B RAEEEE B B RT
Telequote Network Singapore SGD2 100% Provision of international
(Singapore) Pre. Limited FTAnE 2T T financial market information and
P i) selective consumer data in Singapore
PRFT IR R SRS
B REEHEE IR
Show Case International Limited BV US$1 ordinary 100% Holding of film rights
REEIFS 1 oz Ak in the PRC
NGBS SRy
Victory Beat Limited BV US$1 ordinary 100% Investment holding
REEAES | T2 TR R

* Shares held directly by the Company.

* MANRAIEERA 2D
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