


Motorola makes strategic investment into DVN.

Motorola and DVN have agreed to work together in order to
become China’s leading supplier of digital equipment and
services. To date, Motorola has invested US$15 million for a
20% equity stake. With the investment, DVN gains as a strategic
partner, the world’s leading provider of digital cable technology;
and ensures that DVN remains a technology market leader in
China. Motorola is involved in all aspects of digital broadband
technology, from headend system solutions to consumer
terminal products, and is the market leader for set-top terminals
in the United States.

SARFT realizes that digitalization is absolutely
essential to the future of cable.

According to the State Administration for Radio, Film and
Television (“SARFT"), switching to digital has become the
paramount opportunity for the radio and television industry.
With telecom operators seeking to compete with cable network
through the launch of internet protocol television (“IPTV")
services, SARFT realizes that it must make the transition to
digital as quickly as possible, and has set 2015 as the date
when the analog service is to be completely cut off. More
urgently, SARFT would like to have a significant portion of the
population receive digital signals in time for the Beijing
Olympics in 2008. Given these urgencies, DVN expects cable
operators to become increasingly more proactive in promoting
digital cable. With over 100 million analog cable subscribers,
there is considerable upside potential for the sale of set top
boxes (“STBs") and other services.

Despite the potential competition from IPTV, DVN believes that
digital cable will remain the most cost effective means to reach
most viewers for the near future. However, DVN is prepared to
also provide hardware and services for the IPTV industry should
growth in this market segment also begin to grow rapidly.
Already, DVN has prepared a dual mode set top box that can
work on both cable and IPTV.
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Following the success of the Qingdao model,
SARFT pushes other localities to adopt the
mass digitalization model.

STB deployments throughout the country have been below
SARFT's original targets set in 2004 as many localities waited
for the results from the Qingdao digital rollouts. Given Qingdao’s
successful rollouts, more localities are expected to emulate
Qingdao in 2005. For 2005, government officials are targeting
sales of 3 million STBs in China.

In a March 2005 keynote address at the opening ceremony of
the China Cable Broadcasting Network (CCBN) exhibition in
Beijing, Zhang Haitao, Vice Minister of the SARFT stated that
China will also encourage large scale deployments at the
provincial level. Beijing, for example, will stop analog TV
transmissions by the end of 2007 so that it will be able to
broadcast the 2008 Olympic Games in digital. Beijing's goal is
to migrate 500,000 households to digital in 2005.

SARFT indicates that banks may provide
financing for STBs, and announces other
measures to promote digital.

The State Development Bank has stated that it will provide
RMB20 billion in loan credits to operators. Financing has been
one of the major obstacles to mass deployment of STBs.
Therefore, funding by the China’s banks under these generous
repayment terms would remove one of the last remaining
obstacles to a more rapid rollout. Furthermore, to support the
deployment of digital TV, the National Development Reform
Commission has agreed to invest RMB120 million this year to
assist network operators. In addition, to further promote digital,
SARFT announced that digital TV carriers in second and third
tier cities may be exempt from sales tax.
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Surge in STB revenues result in sharply reduced
losses.

DVN's STB revenues have surged as more localities began to
execute on SARFT plans to migrate the country’s cable television
system to digital. DVN's STB sales accelerated in 2004, with the
number of STBs sold increasing nearly seven times compared
to 2003 to 242,198 STBs. STB sales were particularly strong in
Qingdao, with DVN selling 153,345 STBs. During 2004, STB sales
revenue surged 318% to HK$111.6 million. As a result, DVN's
net loss was sharply reduced from HK$140.1 million in 2003 to
a net loss of HK$59.7 million in 2004.

STBs now account for the majority of DVN’s
revenues.

Over the last several years, STB revenues have shown a clear
upwards trend. As a result, STB revenues now account for the
vast majority of DVN's revenues. For 2004, STB revenues account
for 67% of total revenues, compared to 43.3% in 2003, 26.8% in
2002 and 15.2% in 2001.0n the other hand, headend revenues
now account for only 16% of total revenues compared to 38.1%
in 2003, 56.9% in 2002 and 64.4% in 2001.

Revenues from sale of STBs now dominate

This transition from headend sales to STB and subscription sales
is a natural progression as first cable operators must install the
headends.Through these headend sales and through its leasing
of headends in other localities, DVN is able to establish a base
from which it can generate future revenues. After the headends
are installed, the cable operator is able to sell STBs and
subscriptions to customers. With this transition, DVN expects
accelerated revenue growth as the company will be able to
generate considerably more revenues from STBs and the
provision of services as compared to sales of headends.
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1st quarter indicates demand is continuing to
accelerate, with DVN selling 170,016 STBs, an
increase of 7.5 times compared to last year.

Currently, DVN has a market leading position for digital STBs.
This leadership position stems from its early entry into the
market, its emphasis on providing innovative solutions to the
industry, and its pioneering role in pushing for the analog cutoff
model as exemplified by Qingdao. Given its market leading
role, DVN expects to continue winning new orders in 2005 as
more cities adopt the Qingdao model, resulting in continued
growth in revenues.

The improved prospects are reflected in DVN's first quarter STB
sales. During the first quarter of 2005, DVN manufactured or
DVN STBs licensed to other manufacturers were distributed to
170,016 new subscribers, an increase of 7.5 times compared to
the first quarter of 2004. Given the improved prospects for
digitalization, DVN expects competition to increase, resulting
in some margin pressure. However, DVN expects the greater
sales volume to more than compensate for reduced margins.

DVN is building the platform to generate other
value added service revenues

As the number of subscribers using DVN set top boxes
increases, DVN's base of subscribers who could potentially pay
for additional value services such as SMS and gaming increases.
DVN expects to launch some value added service within the
next several months, and anticipates over the long term that
value added service will be a significant profit generator.
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Gratitude to Shareholders, Management and MER - EERBEE M
Staff

I would like to thank all of DVN's staff for their hard work and ~ ZN AE ¥ K3 EAE A B T2 o b
commitment, which gives the Group the dynamism to succeed ~EE T{F BB EFR SAKEEESH
in this cutting edge industry. | would also like to extend my RITEH K INER B R A A TR S E
appreciation to the other Board members for their invaluable EERKEBMAELMERRR URK
contribution and to our shareholders for their continued RIMHET BB KX FK BAROLHE-

support.
Percentage breakdown of 2004,
Number of STB sold in 2004 surged 2003, 2002 and 2001 revenues
around seven times year on year by product
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