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I Chairman’s Statement

Technology Venture Holdings Limited (TVH) experienced a year of change in 2002
which led to a restructuring of its business operations, and most importantly, a
strident new move to bring TVH closer to the everyday life of mainland Chinese

people and their needs.

ZEREEBERAT (£8) £=
ZBF o REERZ -

Dear Members,

Global information technology (IT) market remained sluggish in
2002 and despite signs of a gradual recovery in coming years,
we believe that such rebound momentum would very likely be
dampened by persisting over-capacity and fierce vendor

competition.

Given such worldwide trends, China’s IT market in 2002 recorded
a lethargic expansion of 4% and negative growth in the hardware
market, according to International Data Corporation (IDC). It says
the hardware market is expected to recover in 2003 but
competition is expected to remain tough leading prices to fall.
Nevertheless, IDC predicts an annual average growth rate of 20%
in China’s overall IT spending until 2006 and higher proportions

of software and services as the market is becoming more mature.

Against such difficult conditions, TVH continued to consolidate
and rationalize its operations to strengthen competitiveness and
improve operating efficiency in 2002 with improved operating
results. Excluding the non-recurring loss on the disposal of DMX
Technologies, the Group successfully narrowed net loss

significantly compared with the previous year.

REFINED BUSINESS STRATEGIES

TVH has been a committed provider of state-of-the-art IT products
and services in China. In the past decade, TVH has gradually
evolved from a trader of packaged technologies to an enhanced

IT solutions developer and provider that caters to specific customer
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needs in China. Significant investments have been made to
incubate a team of elite local IT professionals, develop customized
software products and establish a nationwide servicing network,
reflecting the Group’s commitment to making a significant

contribution in building China’s IT infrastructure.

With the fast shifting economic and social landscape of the
country, we believe that this is the right time for us to move one
strategic step forward, to get in pulse with the needs of the
Chinese people and assimilate our offerings into their everyday
life. Being an established and leading solutions provider in China

facilitates the Group to make this big leap forward.

2002 represented a landmark year for TVH as the Group
sharpened the business focus for all of its business divisions to
better capture development and growth opportunities, and at
the same time pooled resources and expertise to spearhead into

new growth areas in China.

From years of operating business in China, the TVH management
witnesses the country’s fast social evolution with the emergence
of a growing middle class that yearns for intellectual
enhancements and professional training services. Our directors
(Directors) believe that successful businesses in China are those
that are in tandem with the country’s social reform and structural
evolution, and one of TVH's strategies to tap into this potentially
powerful growth reserve is through the provision of IT-enabled

education and training services to students and professionals.
CORE BUSINESS

Although the future of the overall IT market remains unclear,
TVH believes that the provision of IT-enabled and support services
for specific sectors in China will still present growth opportunities.
All of the Group’s divisions — TopAsia, Sequent China and ADT —
have been re-positioned to become more service-oriented
operations to provide TVH a steady and recurrent cash-based

income.
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TopAsia, the Group's peripherals systems-integration business,
continues to broaden its core business to encompass the provision
of maintenance services-oriented solutions, in addition to its
traditional business as one of the leading automatic teller
machines (ATM) systems integrators in China. With established IT
expertise and connections with the financial institutions in China,
TopAsia is geared to becoming a comprehensive solutions provider

for the financial services sector.

Sequent China, the Group's mainframe systems-integration
business, continues to explore niche products to increase the
computing power of banking and finance customers in China, in
addition to the provision of technical support and maintenance
services. This operation is working more closely with TopAsia to

provide more comprehensive solutions for clients.

ADT, the Group’s banking and finance systems-integration arm,
has expanded the breadth and depth of its banking enabling
capabilities, making further advances into software development
and developing one-stop maintenance services. The Group is now

actively reviewing its investment strategy in the 55%-owned ADT.

DMX TECHNOLOGIES

In October 2002, the Group announced the disposal of its entire
61% interests in DMX for HK$50 million, incurring a non-recurring
loss of approximately HK$119 million that posted a significant
negative impact on the Group’s results for the year. The disposal
decision was made to facilitate the listing of DMX on Singapore
Exchange, as the Group was unable to secure a waiver from The
Stock Exchange of Hong Kong Limited (Stock Exchange) for the
remaining units of the Group from the minimum profit
requirement as set out in Rule 8.05 of the Listing Rules pursuant

to paragraph 3(c) of Practice Note 15 of the Listing Rules.

Prior to its listing, DMX leveraged on the Group’s resources to
finance its operations and development. We considered that if

DMX could not obtain the necessary funding from a listing, a
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significant management and financial burden would arise on the
part of the Group to support the operation of DMX which
nevertheless would in turn affect other businesses of the Group.
We therefore considered that there would be serious damaging
effects to the operation of DMX which in turn would affect the
operations and operating results of the Group if DMX fails to
obtain a separate listing status. This would also result in a
significant diminution in the value of the Group’s investment in

DMX.

Reasons behind the disposal of DMX had led the Group to
revaluate the merits of its development strategy by acquisition
under prevailing circumstances. The near-term focus would be to
initiate internal growth impetus through leveraging existing
expertise and resources to capture niche markets. Simultaneously,
all business units of TVH would further enhance the service

content of their respective operations to increase profitability.
NEW GROWTH AREA: EDUCATION AND TRAINING

ChinaCast, in which the Group holds a 19.9% interest as a long-
term strategic investment, continues to be the leading provider
of satellite-based distance learning services in China. In December
2002, ChinaCast and TVH launched China’s first integrated
education resources portal, teacher.com.cn for teachers and
principals of the K-12 (kindergarten to grade 12) education
market, under a profit sharing arrangement with Chinese partners.
It is estimated that the portal’s earnings would exceed HK$90

million in two years.

ChinaCast has also achieved significant progress in the provision
of tertiary education services and professional training to
practitioners in need of recognized qualification. In 2000,
ChinaCast launched a broadband interactive education platform
for the rollout of general education programs and since then, it
has become China’s largest online tertiary program provider in
partner with 14 universities, including Peking University, Sha’anxi

Normal University, Southwestern Normal University and Beijing
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University of Aeronautics. For vocational training, ChinaCast has
entered into a collaborative agreement with the Ministry of Labour
and Social Security to develop training and retraining programs
for government and private institutions in the country. Co-
operation arrangements have subsequently been made to operate
online training centers for the Judiciary, People’s Daily, China

Coal Industry Safety Bureau and other institutions.

ChinaCast’s successful headway into China’s education and
training sector has inspired TVH to tap further into this vast
reserve of tremendous market potential and demands. As China
puts increasing emphasis on revitalizing the country through
education and technology, online distance learning emerges as
the most efficient and cost effective conduit to compensate for
the inadequate education infrastructure to satisfy the huge
demand of an enormous population in need of education and
continued training. Total government spending on education in
China is expected to more than double to US$90 billion by 2005
from the 1999 level.

At present, there are some 1,200 higher education institutions in
China that can only accommodate 11% of the estimated 100
million qualified students. The government plans to raise the
level to 20% by 2010. The Ministry of Education has initially
approved 67 universities to initiate e-learning courses and some
240,000 students have been registered for online courses. It is
expected that in five years’ time, the number of distance learning

students will exceed that of on-campus students.

Apart from education, professional training is also a market of
huge potential. An independent study estimates the market size
of Internet-based corporate distance learning (IDL) services will
grow to US$600 million by 2004, from US$400 million in 2001.
The provision of platform services will account for a third of the

revenue with the remainder taken up by content delivery.

We believe that the provision of online education and training
services in China that is in need of grooming a large generation

of professionals to fulfill its development and growth goals would
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be a significant growth driver. Importantly, the Group already
enjoys strong competitive edges in developing this market as
TVH encompasses substantial IT expertise and resources as the
technological backbone, and established relationships with
government and educational authorities in China. These are

significant entry barriers for warding off competition.

As education and training programs are of durations spanning
from a few months to several years, we believe that such recurrent
income generating capacity on profit-sharing basis will bring to
the Group a steady income stream. Also, the programs can be
rolled over to other cities and provinces through franchising,
thus broadening the income base. We aim to grow this new
business sector into a sizeable revenue source contributing
approximately 30% to the Group’s total in two years’ time, with
the banking sector remaining the largest contributor of

approximately 70% of revenues.

Looking forward, TVH remains committed to bringing to customers
in Asia advanced technologies and niche products and services
to meet customer needs. And from 2003, this niche product and
service will be closely related to China‘s education and training

market for different population segments.

Finally, | would like to welcome Mr Emmy Wu as deputy chairman
of the Group and also take this opportunity to extend my sincerest
thanks to all our staff, our technology and business partners and

our shareholders for their unwavering support in the year under
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Hong Kong, 16 April 2003
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