


FOR 2005, DVN’S STB UNIT SALES
CONTINUE TO ACCELERATE, RESULTING IN
SUBSTANTIALLY IMPROVED FINANCIAL
PERFORMANCE.

DVN's STB unit sales continued to accelerate during
the year, as more localities executed on SARFT's
development plans to migrate the country’s cable
television system to digital. The number of DVN
produced boxes and DVN licensed boxes increased
over 3x compared to 2004, to 1,010,128 sef top
boxes. As a result, during 2005, DVN's revenue
increased 80% to HK$304.6 million, total gross profit
increased 52% to HK$74.6 million, while EBITDA
reversed fo a positive HK$9.0 million. Net losses
declined 35% to HK$39.7 million. With continual
acceleration of its STB disfribution, DVN is optfimistic
that its financial outlook will continue fo improve.
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NUMBER OF STBS DISTRIBUTED SURGED OVER
3X YEAR ON YEAR.
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DVN IS RAPIDLY BUILDING ITS SUBSCRIBER BASE IN
ORDER TO ESTABLISH AN OPEN DIGITAL CABLE
PLATFORM FOR VALUE ADDED SERVICES (“VAS”), AND
WILL LOOK FOR PARTNERS TO FURTHER ITS EXPANSION.
DVN has now distributed approximately 1.3 million STBs to cable
subscribers, and is the PRC's market leading provider of set top boxes.
For 2006 and the next several years, DVN will continue to expand
this base, both organically and through partnerships as it believes that
size is an important competitive advantage.  DVN's goal, however, is
fo not just be the leading provider of sef top boxes, but to also be the
leading provider of value added services for China's digital cable
industry. DVN is dedicated to building an open cable platform for
value added services such as inferactive advertising, games, shopping,
etc. —a platform that will be open to any service provider seeking to
access the China market. This platform only becomes of value once
the digital subscriber base reaches a critical mass. As the platform

provider, DVN will be able to share in the revenues generated.
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Moreover, the revenues generated are recurrent, and could be
substantially greater than that generated by the sale of set top boxes
alone. And once DVN is enfrenched as the platform provider for an

area, competitors will face a strong barrier of entry.

While DVN is growing rapidly, management believes that to attain
the crifical mass of digital subscribers, it will need fo work with other
partners. Therefore, DVN is actively looking for partners that can

accelerate its growth.

HAVING PIONEERED THE MASS DIGITALIZATION OF AN
ENTIRE CITY - QINGDAO, DVN IS NOW PIONEERING
DIGITALIZATION OF AN ENTIRE PROVINCE - GUANGXI.
DVN's success in winning contracts is a direct result of its unique system
integration role and its pioneering role in promoting the digitalization
of the cable industry. VWhereas most competitors are focused only on
selling equipment, DVN is focused on aligning its interests with the
operafor. DVN's sysfem integration contracts are a complefe end to
end solution for the cable operator, providing not only hardware, but
also software, applications, and support services. DVN is particularly
focused on providing value added services applications, and is
rewarded only when the cable operator begins to generate profits.

As a direct result of this business model, DVN won the contract for
Qingdao. Working closely with the city, DVN pioneered the mass
digitalization model, resulting in the complete migration of the city to

digital in less than two years. Qingdo is now in the process of launching

VAS on a trial basis.

And, because of ifs success in Qingdao , DVN won a confract to
provide digital cable services to Guangxi Province—a confract that
will result in the sale of three million STBs. SARFT (China's State
Administration for Radio Film and Television) approved on April 7,
2005 the designation of Guangxi as the country’s first provincial frial
site. With this designation, all cable users in Guangxi will be migrated
to digital TV. As Guangxi TV Network's sole technology partner, DVIN
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provides technological support and STBs for Guangxi's TV mass
digitilization program, and participates in the building of its digital TV
platform based on which TV-commerce, interactive games, e-

government, TV-SMS and other VAS can be applied.

So far, the rollout in Guangxi Province has been a success, with DVN
currently distributing well over 150,000 STBs a month.  With the
success of this provincial rollout, a number of other provinces have
now expressed an interest in DVN's mass digitalization model, and
are likely fo sign contracts with DVN.

DVN'’S STRATEGY TO PARTNER WITH LARGE ELECTRONIC
GOODS MANUFACTURERS IS HELPING IT TO ACCELERATE
SALES AND INCREASE THE RETURN ON CAPITAL; WHILE
RETAINING THE FOCUS ON ITS CORE STRENGTH OF
SOFTWARE DEVELOPMENT AND SYSTEM INTEGRATION.
DVN believes it is far befter to cooperate rather than compete with
China’s abundant electronics goods manufacturers.  While DVN will
receive less profit per box than if it manufactured the box ifself, it will
be able to sell more boxes in more ferritories by cooperating with
manufacturers that have strong relationships in the territory. With this
greater access, DVN will be able to generate more long-term profits
through software licensing and profit sharing of VAS. Moreover, by
outsourcing the manufacturing of the STB, DVN is increasing its emphasis
on STB design and software development, capitalizing on DVN's
strengths in designing and implementing solutions for the conversion to
digifal felevision. Also, free of the heavy burden of STB manufacturing,
DVN is able fo use its working capital much more effectively.

For 2006, DVN expects fo increase ifs cooperation with Motorola.
The jointly designed Motorola STB is now in production.  These jointly
designed STBs will be priced higher than DVN's own STB and are
fargefed at the high-end market, where enhanced features and brand

recognition play a more important role.
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DVN IS NOW EBITDA POSITIVE.

With DVN's increased revenue and gross profits, the company has
now become EBITDA positive before provisionals. From the chart
below, it is clear that DVN's cash eamings potential has improved
significantly.

EBITDA Shows Positive Trend
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POSITIVE REVENUE AND GROSS MARGIN TRENDS OVER
THE LAST FOUR YEARS INDICATE THAT DVN’s FINANCIAL
OUTLOOK IS IMPROVING.

DVN's revenue has increased sharply since 2002 — over 5x during
the period. Meanwhile, DVN's gross profits have also increased over
5x since 2002, while the net loss has declined 73% during the same
period.
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DVN RECEIVES ADDITIONAL INVESTMENT FROM KBy i55€ 3 Motorola #5MEE

MOTOROLA.

Reflecting the sfrong relationship between Motorola and DVN, Motorola
at the beginning of the year invested an additional US$7.5 million
into DVN. Motorola had already invested US$7.5 million in June
2004. The net proceeds from Motorola’s investment was used for
research and development, particularly for application software and
services; and for working capital.
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PROSPECTS

With the PRC government's continued push towards digitalization of
the nation’s cable system, DVN expects sales of STBs to continue fo
increase. For the first three months of 2006, DVN has already sold
over 400,000 STBs. DVN expects significant sales from Guangxi as
the province migrates its entire 3 million cable subscribers to digital.
In addition, Foshan will continue ifs rollouts in which it is cutting off the
analog service o their users. Moreover, DVN expects fo win contracts

with other cities and provinces.

During 2006, DVN expects the installed based on digital STB to reach
an "inflexion point” where certain VAS such as TV Post and inferactive
advertising can be infroduced. DVN is expecting fo intfroduce some
of these services on an experimental basis in 2006. These types of
services create recurrent annual income for DVN, and if the services
are well received, could be a major source of future revenue for the

company.

DVN continues to look for new partners, particularly those that could
help it expand its geographic coverage. DVN believes that the
opportunities are enormous and that it makes more sense to partner
with other companies that can complement DVN'’s core strength as a
system integrator and provider of software for digital felevision. In
addition, DVN is looking for partners that can help it generate revenue

from VAS.

GRATITUDE TO SHAREHOLDERS, MANAGEMENT AND
STAFF

| would like to thank all of DVN's staff for their hard work and
commitment, which gives the Group the dynamism to succeed in this
cutting edge indusiry. DVN has made considerable progress over the
last several years, progress which would not have been made without
DVN's dedicated employees. | would also like to extend my
appreciation fo the other Board members for their invaluable contribution

and fo our shareholders for their continued support.
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