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FINANCIAL RESULTS
The Company’s turnover for the year ending 3 1st December 2005
increased by 80% to HK$305 million from HK$ 169 million in 2004.
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Turnover (HK$'mil) 2005 2004 % Change
EXE (BBAT) “ETHE “ETNE % &
Set Top Box [STB] revenues HIEERA 119.3 111.6 6.9%
licensing fees KIESRIES 17.0 1.9 9 times &
Headend revenues R R AU 12 28.3 -57.2%
Subscriptions AFE 47 4.2 11.9%
STB raw materials, KIEat S RREMD

smart cards and others 133.3 6.9 10 times f&
Telequote B8 18.2 16.4 11.0%
Total it 304.6 169.3 80.0%
STBs shipped by DVN AEBENERIES 321,755 242,198 32.8%
STBs licensed by DVN A EEE K ERIES 688,373 81,055 8.5 fimes
Total Set Top Boxes distributed EoHBTREEH 1,010,128 units & 323,253 units & 3.1 times &

The increase in revenue comes primarily from increased licensing fee
income and income from the sale of STB raw materials and smart
cards. The licensing fee income is mainly generated from localities
where DVN designed STBs are produced by local manufacturers for
supply to the local cable operators. Many of these cable operators
are purchasing set top boxes for mass distribution to their subscribers.
Nationwide, set top box sales are accelerating as China begins the
implementation of its migrafion towards digital. Therefore, as the
licensing model becomes increasingly popular, the portion of income

generated from licensing arrangements will increase relafive fo revenue

from the sale of DVN's own STBs.

For quality control and to obtain bulk discounts on STB component
parts for itself and its manufacturing partners, DVN has taken
responsibility for the bulk purchase of key STB components. Therefore,
as DVN has increased the number of STBs that are sold through licensing
arrangements, ifs sales of STB raw materials and smart cards has
increased.
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DVN continues to sell its own branded STBs, with the number increasing
from 242K units last period to 322K units. However, due to competition,
and the pressure to keep prices low in order to make the mass disfribution
of free STBs affordable for cable operators, the average selling price
has dropped, resulting in only a 6.9% increase in sales revenue from
STBs despite the 32.8% increase in unit sales.

Headend sales revenues declined by half from HK$28.3 million in
2004 to HK$12.1 million for 2005, as smaller, cheaper units were
sold to Qingdao, Guangxi and Motorola. DVN's headend sales are
decreasing as it makes the fransition from selling headends to selling
STBs and software.

Subscription revenues increased slightly from HK$4.2 million in 2004
to HK$4.7 million in 2005. DVN expects the subscription income to
remain steady until the cities where DVN has signed revenue sharing

agreements roll out digitization on a larger scale.

Telequote is DVN's wholly owned subsidiary. The subsidiary’s primary
business is providing online financial data over the Internet in Hong

Kong and other parts of Asia. Sales turnover increased 11% compared

fo 2004.

COST OF SALES & GROSS PROFIT

With the increase in turnover, cost of sales for 2005 increased from
HK$ 120 million in 2004 to HK$230 million. Gross profit for 2005
increased by 52.2% year on year, from approximately HK$49.0 million
to HK$74.6 million. The gross profit margin for the year was 24.5%
as compared to 29.0% for the same period of 2004 because
competition has driven down margins. However, the margin reduction
was more than compensated by the revenues generated by a large

volume increase in STB licensing fees and raw material sales.
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OTHER GAIN (NET)

Other gain (net) consists mainly of interest income and other sundry
income, rising slightly from HK$ 1.3 million in 2004 to HK$2.5 million
for 2005 as DVN mainfained a higher bank balance and additional
income was derived from receipt of free samples from a component
supplier.

MARKETING, SELLING AND DISTRIBUTION COSTS
Despite the large increase in turnover, marketing, selling and disfribution
costs increased only 18.6% from HK$17.2 million in 2004 to HK$20.4
million in 2005. This can be affributed to the fact that once delivery of
services have commenced for an operator, significant additional
marketing cosfs are no longer needed. As most of DVN's localities
have already been acquired during previous periods, markefing costs
for these locations are relatively low. However, marketing costs will
still be incurred for newly acquired localities. Furthermore, part of the
increase in furnover was derived from sale of raw materials that do not
require markefing expenses.

ADMINISTRATIVE EXPENSES

Despite an increase in turnover, total administrative expenses were
relatively stable with only a slight increase of 3.5% from HK$59.8
million (restated) in 2004 to HK$61.9 million in 2005. The
administrative expenses include salaries of research and development
engineers and administration staff, depreciation and general
administration expenses. Despite an increase in overall headcount,
salary cost was reduced slightly by 1.6%. Because of the increase in
DVN projects, a higher amount of salary cost was capitalized, hence
causing an overall reduction in fotal salary cost. Other reduction includes
depreciation as more assefs have been fully depreciated with no
significant addition of new assefs. Professional fees this year were
also reduced since there was no maijor investment acquisition compared
to 2004 when Motorola was making the investment requiring substantial
professional fees of ifs first franche in DVN.
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OTHER OPERATING EXPENSES

Other operating expenses were increased slightly from approximately
HK$27.0 million in 2004 to HK$28.3 million in 2005. Provision of
doubtful debt this year includes a provision on outstanding receivables
that are over 1 year old.

LIQUIDITY AND CAPITAL RESOURCES

DVN has financed its growth primarily through the issuance of new
shares and internally generated cash and short ferm bank loans. As of
31st December 2005, its current ratio was 1.47 and its cash and
bank balances (including pledged deposits) amounted to HK$102.6
million. This is compared fo a current rafio of 1.55 and cash and bank
balances amounting to HK$63.9 million as of 31st December 2004.
The increased bank balances at 31st December 2005 was due to
funds received from Motorola's second tranche investment of US$7.5
million during the year. DVN had no material long long-term debt

liability nor any contingent liabilities outstanding as at 31st December

2005.

CHARGE ON GROUP ASSETS
As at 31st December 2005, DVN had bank deposits of HK$21.0
million (2004: HK$7.8 million) which was pledged as securities for

bank credit facilities.
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EXPOSURE TO FLUCTUATIONS ON EXCHANGE RATES
AND RELATED HEDGES

The Group mainly operates in China and Hong Kong. The major
exchange rate risks arise from fluctuations in the USD, HKD and Renminbi
("RMB"). For the maijority of fransactions conducted in Hong Kong,
both sales and costs of sales are denominated in the same currency.
For operations in China, all revenues are denominated in RMB, while
part of the purchases are denominated in USD or HKD. Given the
appreciation of RMB against USD announced in July 2005, the Directors
expect the appreciation will have a positive impact on the Group's
future financial performance. The Group's bank deposits are
predominately denominated in USD, HKD and RMB. The Group did
not have any borrowings since it repaid the RMB bank loan during the
reporting period. During the year ended 3 1st December 2005, the
Group has not entered info any hedging arrangements relating to

foreign currency exchange risk.
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EMPLOYEE AND OFFICES

As of 31st March 2006, DVN's digital business had 327 employees,
including 94 in engineering and research and development. Of the
327 employees, 20 are stationed in Hong Kong and are responsible
for corporate activities, capital management, research and development
strategy and planning, financial control and policy, operational strategy,
marketing direction and business development. DVN currently has
offices in Beijing, Shanghai, Suzhou, Jinan, Qingdao, Zhongshan,
Hangzhou and Zhoushan, Shenzhen, Shijiazhuang, Wuzhou,
Guangzhou, Foshan and Hunan Province and in Wuxi, Jiangsu
Province. Dynamic Network is DVN's wholly-owned subsidiary in the
business of providing infernational financial market information and

selective consumer data. The Company had 31 employees as of 31st

March 2006.
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