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Report on the Performance of the Philips Group

all amouns in millions of euros unless otherwise stated

the quarterly daa included in this report are unaudited

accounting principles applied are undranged compared to the year 2000

PHILIPS REPORTS LOSS OF EUR 1,141MILLION rN THE FOURTH

QUARTER OF 2001, INCLUDING SPECIAL ITEMS OF NEGATWE

EUR 959 MILLION - FULL YEAR LOSS EUR 2,604 MILLION,

INCLUDTNG SPECTAL ITEMS OF NEGATTVE EUR 1,696 MILLION.

Positive fourth quafter income from operations before special items

and strong cash flow - income included impairment loss of EUR 526

million on security investments

Net income of Royal Philips Electtonics in the fourth quartet arnounted to a loss of

EUR 1,141million (a loss of EUR 0.90 pet share) compated to a Profit of EUR2'792

million (EUR 2.16 pet shate) in the conesponding period of 2000. Income was

negatively impacted by after-tax specid items of EUR 959 million, which included

a non-cash impaiment chatge of EUR 526 million dated to Yivendi Univetsal and

Gteat Notdic sharee.

Excluding special items, net income in the foutth quatter of 2001 came to a loss of

EUR 182 rnilliol (a loss of EUR 0.14 pet shate) compated to a profit of EUR 564

million (EUR 0.51 pet share) in the conesponrling quaftet of last yeat.

The fourth quartet of 2000 included special items tesulting in a gain of EUR 2,128

million, EUR 11115 t.illiqa of which mainly came from the exchange of Seagtam

shates into Vivendi Univetsal shares, and a one-time gain of EUR 1'072 million

rcsultiag from the merger of Origin with Atos.

Income from opetations, excluding specid items, was a positive amount of EUR 55

rnilliqn. Philips achieved a strong positive opemting cash flow of EUR 1'687

millie11.

After the record yeat 2000, the Company's perfotmance fot the fuIl year 2001 was

sttong$ impacted by the wotldwide economic dovmtum in the IT and

telecotnrnurrications markets, resulting in a negative net incone of 2t604 million

(a loss of EUR 2.04pet shate), compated to e Profit of EUR 9'602 rnillion

(EUR 7.31 per share) in m00. Excluding special items, net income fot ZX)lwas a

loss of EUR 908 million, vctsrus a ptofit of EUR 2,831million in 2000.

4th 7,2002
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"Given the economic downhrm, especially in the ICT industries, 2001 was a tough yeat for

Philips," said Gerard Kleisterlee, Philips'President and CEO. "At the same time this has

helped to create the momentum for far teaching change and decisive action. PCC was

solved, CE in the U.S. has been put on the dght track and Digital Networks has been

focused. Capacity in Components and Semiconductors has been right-sized, as has the

company generally, and whilst this has meant many tough decisions, I am encouraged to

see that the results of our cost reduction efforts and restructuring proFams started to bear

fruit in the fotrrth quarter with the positive IFO, excluding special items, and strong cash

petformance. Throughout 2001 we demonstrated good managernent of working capital,

and have therefore maintained a stong balance sheet. As such, we have laid the

foundation and created the building blocks to tefuel growth by focusing Philips'resources

on innovation for the digital connected world."

Comparison outlook as announced versus actuals

amounts in millions of euros announced actual

Q4
Q4
Q4
Q4
Q4

Net income

Net income excl. specid items

IFO excluding specid items

Special charges Marconi/Agilent

Charges for restnrctudngs and

cost teductions

Impairment chatge secudties

Cash flow from opetations

Net income

Net income excl. specid items

Net income before special charges

Net capital expeoditures

(7,747)

(200)-(2s0) (182)

break-even 55

(3s0) Qe2)

(200)-(2s0) Q78)
possible (526)
positive 7,687

Q,604)
(e08)

(600)-(6s0) (se7)
(2,100) Q,t56)

Q4

Q4
Full Year

Full Year

Full Year

Full Year

The fourth qualter

Special items in the quafter impacted net income negatively to an amounto

of EUR 959 mill ion

In the fourth quarter, income ftom operations (negative EUR,t42 million) included special

items amounting to a negative EUR 497 million, related to testructudng and impairment

chatges, and in-process R&D write-offs and acquisition related costs at Medical Systems.



The special items ate summatized in the table below:

in millions of euros sPecial items

Ughting 1

Mainstream CE O)

Digitd Networks (28)

Consumer Communications (4)

DAP A)
Components 5

Semiconductors (65)

Medical Systems Q92)

Mscellaneous 04)

Unallocated (31)

Totd special items induded in income from operations (497)

The positive impact on income tax of the above mentioned charges arnounted to BUR 109

millioq whilst financial income and expenses were negatively affected by a non-cash

impairment charge of EUR 526 million telated to Vivendi Univetsal and Great Nordic

shares. Additionally, special after-tax charges of EUR 45 million were included in tle

results of Unconsolidated companiss. As a result, the aftet-tax negative impact of these

special items in net income amounted to EUR 959 million.

Sates tn the fourth quarter came to ETJF.9,262 million, a 160/o decrease on the year before.

Changes adsing ftom (de)consolidations had a positive effect of 2oh, driven by the new

consolidations in Medical Systems. Weaker curencies, particularly in Asia Pacific, had a

negative effect of 2oh. Pdce erosion in the fourth quarter was 87o, compared with 5% in

the cottesponding quater of last year, and9oh in the third quarter of this year. Sdes

volume declined by 8oh. Sales in Semicooductors, Cornponents and Mahstreom Consumer

Electronics suffercd from the downtum in their markets. Sales of Lighting and DAP

remained virnrally flat, while sales at Medical Systems ioceased sttongly both orgaoically

and as a rcsult of acquisitions.

lncome from opentions in the fourth quarter was a loss of EUR 442 million (4.8% of sdes)

compared with a profit of EUR 1,949 million (17 .7% of sdes) last year.

4th quarter

2001 2000

Income ftom opetations excluding specid items 55 947

Special (charges)/garns in income ftom

opetations (497> 1,002

Income from operations 64Z1 7,949



Excluding special items, income from operations was positive, mainly dtiven by solid

perfomrance at DAP, Medical Systems and Lighting, offset by losses at Components,

Semiconductors, Mainstream Consurner Electronics and Mscellaneous. Last yeat's fourth

quarter included a EUR 1,072 million special gain related to the metger of Atos Origtn,

vadous restructuring charges amounting to EUR 26 million, and a special charge of

EUR,l4 million for in-process R&D write-off, resulting ftom the acquisition of ADAC

Labotatodes. Specid charges in the fourth quartet 2001 included EUR 55 million for

write-off of in-process R&D related to the acquisition of Marconi's medical business.

Dudng the fourth quarter, a provision of EUR 35 million was made for risk exposrue

telated to Argentina, spread over a number of divisions.

Financial income and expenses in the fouth quarter amounted to a net expense of EUR 667

million, compated to Enaacial income EUR 902 million last year. The fourth quarter

included the fote mentioned impaimrent charge of EUR 526 million.

Last year, a special gain of EUR 966 million was included telated to the exchaoge of

Seagram shares into Vivendi Universal. Exduding these specid iterns, the unfavotable

vadance is mainly due to higher interest expenses as a result of higher debt.

Philips' result relating to unconsolidated companies amounted to a loss of EUR 176

in the fourth quarter, versus a pro6t of EUR 94 million last year.

o
million

46 quarter

200t 2000

Results relating to unconsolidated companies:

. income excluding amortization of goodwill and

other inangibles, and specid items (6) 133

o specid items (45) 1

. amottizztion goodwill and othet inangibles (125> (40)

Total (1761 94

Results relating to unconsolidated companies, excluding amortization and special items,

was a nega.tive EUR 6 rnilliell. Operational profits at TSMC and Atos O.ig. we.e offset !
by losses at LG.Philips LCD Co. and LG.Philips Displays. LG.Philips Displays had a

negative impact of EUR 48 million, largely due to ptice pressure, restructuring charges and

to a lesser erftent by lower volumes. TSMC, and LG.Philips LCD Co. suffered ftom the

severely depressed IT and teleconmunications markets.

Amortiztion ofgoodwill and other inangibl* amounted to EUR 125 million compared to

EUR 40 million in the fourth quarter of 2000. The inctease related to Philips'

shareholdiagp in LG.Philips Displays and Atos OriC,tt.

Net incomefor the fourth quarter amounted to a loss of EUR 1,141 millioa (a loss of

EUR 0.90 per share) vercus a profit of EUR 2,792mjllion (EUR 2.16 per shate) io 2000.



Sales and income from operations per sector

Sales in the Lightingsector totded EUR 1,350 million, 47o down on last year. The dedine is

mainly caused by the transfet of Batteries to Consumer Electronics, which had a negative

effect of 4oh, pardy offset by a positive effect of 2oh resulting from consolidation changes.

AdditionallS weaker currencies had a negative effect of.2oh. Prices declined 3oh oo

average, while volurnes increased by 3%. Sales in Lamps io North and Latin Amedca

continued to suffer ftom weaker econosries in these re5fons, while sdes in Asia Pacific

were strong. Sdes in Automotive & Specid Lighti"g contioued to perform well.

Income ftom opetations came to EUR 183 million, compared to EUR 176 million last

year. Income in the fouth quarter included a gain of EUR 44 million on the sale and lease

back of ptoperties in the U.S. and the Nethedands. Slower grourth in high-snd products,

and a sEonger Polish currency, has put pressure on margins.

Sales in Consumer Electronics totaled EUR 3248 million, a dectease of 19o/o ovet the same

quarter in the previous year. Cureocy movements had a negative effect of 2o/o oo aominal

sales. Average ptices decreased 127o, wbile sales volume was 570 lower.

Income ftom operations totaled a loss of EUR 7 million (a profit of EUR 32 million

exduding special iterns) compated to a profit of EUR 103 million last year.

Sdes at Mainstream CE wete 60lo lower than in the same quarter of the yeat before,

ptedominantly impacted by decliaes in Latin America (16'A,Asia Pacific (67o) and North

America (57"). On the positive side, sales in Europe aded 2oh higher wbile monitor sales

to OEM customers incteased W 16%. Price erosion in Q4 was 107o, down ftorn 72oh n

the third quarter.

Income from operations of Mainstream CE amounted to a loss of EUR 37 millioo,

teflecti.g the economic slowdown, particulady North Amedca, and the affects of the

economic instability in Argentina.

Sales in Consumer Communiations ended 58% lowet than in the fourth quaster of 2000, as

a result of our changed stategy for mobile phones.

Income ^t Consumer Communications nrmed ftom a loss of EUR 33 million in 2000 into a

profit of EUR 10 million. Ptimarily due to the downsizing of the GSM opetations,

operationd losses wete teduced, and wete more than offset by ao insutance benefit. Sdes

of Digial Network decteased 49Yo, d:ue to a lowet activity level of set-top boxes as part of

the refocus strategy.

Income from opetations at Digital Netwotks ended the quarter at a loss of EUR,t6

million, compared to a loss of EUR 31 million last year. Income in 2001 iocluded special

charges of EUR 28 million fot restrucnrring and related inventory write-downs.

License income in the fourth quatter amounted to EUR S$ milliqm, EUR 18 million highet

than last year.

Sales in the Dz4Psector totaled EUR 775 million, virtually unchanged ftom the year before.

Sales volume iacreased W 2o/o,pardy offset by loh pice etosion. Sales io Ord Care

increased stongly, while sdes in Horne Environment Care were affectcd by weak deanaod

in Asia and Latin Anerica.



Income from opetations increased from EUR 125 million in 2000 to EUR 143 million this

year. The strong performance carne ftom the positive contribution of Oral Cate, ongoing

product rationalizations and strict cost control. The successful integration of Optiva into

the Oral Healthcate business has already resulted in a profitable contribution, even after

the deduction of goodwill amortization charges, and the Sonicate toothbrush is now

established as the U.S. market leader for premium powet toothbrushes.

Sales in the Components sector totaled EUR 575 million, a dectease of 54oh over the last

quarter of 2000. Half of the decrease is atttibutable to the deconsolidation of Display

Components. In addition, weaker currencies had a downward effect of 3oh. Pdce erosion

(1070) ulas down ftom 13%n the thfud quarter. Sales volume in the quarter felll4%.

Although Mobile Display Systems and Optical Storage showed lower sales compared with

last year, they both showed sequentid growth, despite the continued difficult IT and

telecommunications markets.

Income from operations came to a loss of EUR 139 million compated to a proEt of

EUR 75 million last yeat. The fourth quarter induded restnrctudng charges of EUR 22

million, EUR 14 million for charges related to the disentanglement costs of Display

Components and a gain of EUR 41 millioo fot the release of a provision related to a

previous divestrnent.

Income ftom opetations, excluding special items, amounted to a loss of EUR 144 million,

mainly due to the decline in sales, as a tesult of the market conditions impacting Opticd

Storage and Mobile Display Systems.

Sales in the Semiconductors sector came to EUR 940 million, a dectease of 44oh over the

saane period a yeat earter, whilst sales gevt 5o/o sequentidly, with improvement particularly

in consumet systems and mobile communications. Pdce erosion of 12oh was down ftom

14o/o n the third quartet. Sales volume decreased 32oh over the same quarter last year. The

sales downturn was in line with the woddwide fall in semiconductor markets.

Income ftom operations amounted to a loss of EUR 2g2millioqcompared to a profit of

EUR 408 million last year. Restructuring and related charges for the intended closure of a

fab in France, amounted to EUR 65 million. Income was strongly influeoced by price

etosion, aad factory utilization considerably below break-even level.

Sales in the Medial Sysferw sector toaled EUR 1,916 million, 86Vo tp ftom the yeat

earlier. The main part of the increase Q 5Tl is attribuable to the oew acquisitioas ADAC,

Agilent's Healthcare Solutions Group (FISG) and Marconi's medical business. Weaker

cutrencies had a negative effect of 2oh. Volume growth wrc l7oh, while prices decteased

4oh ot avetage. The increase in sales was particulady strong in Magpetic Resonance,

reflecting the success of a new product range in a wdl developing market, and io Customet

Support. Order intake in the fourth quarter was 27oh ahead of the year earlier. North

Amedca and Asia Pacific attributed predominandy to the sector's growth.

Income ftom opetations came to a loss of EUR 154 million. Income included special

chatges of EUR 2g2milJiot,mosdy for acquisition-related charges of Agilent HSG and

Matconi's medical business. The special charges related to the latter included EUR 55

million for the write-off of in-process R&D. Last year's income included a wdte-off for in-

Process R&D of EUR 44 million, resulting frorn the acquisition of ADAC Labontoties.



After recent acquisitions, amortization of goodwill and other intangibles incteased to

EUR 135 million, compared to EUR 89 million last year. Income ftom operations,

exduding special charges and amortization of goodwill and other intangibles, improved

u/ith EUR 59 million to EUR 218 million, mainly dtiven by the suong petfotrnance in

Magnetic Resonance and the contribution of the new acquisitions.

Sdes in the Miscellaneoas sector totded EUR 458 million, a decrease of 47oh ovet the year

before, including the significant negative effect of vadous deconsolidations (187o).

Income carne to a loss of EUR 138 million and included EUR 74 millioo for special items,

mainly telated to restnrctudng at ETG, Assembl6on aod Research. Income of last year

amouoted to a loss of EUR 70 million, including special charges of EUR Z million.

Income from operations excluding special items was a loss of EUR 64 million, mainly due

to losses 
"1 

philiFs BsHing Technologies Grcup (ETG) aod Assesrbl6on, as a result of

the poor serniconductors equipmeot mailret.

Income ftom operations in lJnallocateduras a loss of EUR 38 million, compared to a loss

of EUR 10 million last year. Special charges of EUR 31 million for restrucnrdog and

discontinuation of proiects caused the vadance.

Cash flows and linancing
philiFs achieved a stong positive opc*ing casb flon, of EUR 1,687 million. Out cash

conversion cycle program, and imFroved supply chain management led to significaot

teductions of, inventories. Inveatodes at the end of 2001 amounted to l3.3oh of sales

(12.5% adjusted fot new (de)consolidations), comparedto l3.9oh a year earlier.

&sh used for investing activities in this quarter was EUR 1,582 millioo, compared to

EUR 3,281 million last year. The positive deviation was pardy due to loq/er capital

expenditure. Net capital o<penditues amouoted to EUR 294 mil/lion compared with

EUR 1248 million last year. The cash outfloq related to the acquisition of Marconi's

medicd business and the 6nd instdlment for Agilent's HSG, amounted to EUR 1,319

million. Last year's cash outflow of EUR 1.8 billion included the expeoditures fot the

acquisitions ofADAC, TSMC pteferred shares, LG.Philips LCD preferred shares, and the

settlemeot of hedging cost related to Seagram.

Cash llow from fim.ncing activities was a positive EUR 83 million in the fourth quarter,

compared with EUR 650 million cash inflow last year. The deviation was due to the better

cash flow befote finaocing eliminating the need for additiond borrowing.

-Ilre 
net debt togroup eguityntio stood at 27t73 at the end of December, semFated with

26:74 * the end of September.

At the end of Decernber , the number of employees vlas 1 88,643, a decrease of 2,902 ovet

the position as per the end of September 2001. Changes in consolidations had an upward

effect of 5,557 on balance, and were mainly related to the acquisition of Marconi's medicd

business. On a comparable basis headcouat was reduced by 8,459 persoos. The reduction

was broadly implemented across all sectors and all rcgions.
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The full year 2001

Sales in 2001 deseasedby 15% to EUR 32,339 million, in line with slowdown of wodd

economies and downturn in mobile phones and IT related industdes.

Net income was a loss of EUR 2,604 million; excluding special items a loss of EUR 908

million

Positive cash flow from operating activities: EUR 1,248 million and a debt/equity ratio

27:73

Unconsolidated companies: loss of EUR 754 million, mainly caused by losses in the

LG.Philips LCD and LG.Philips Displays joint ventures and lower income at TSMC

Changes in business portfolio: reduced capiul exposure to mobile phone, VCR and display

components markets and increased presence in medical systems market

Further 12fi61a1i221i611 of manufacturing and cost base

After the tecotd year 2000, the Company's performance for the full year 2001 was strongly

impacted by the woddwide economic downtum in the IT and telecommunications

marketS,tesultinginanegativenetincome of 2,604million(alossofEUR2.}4pershare,

compated to a ptofit of EUR 9,602 million (EUR 7.31 per shatQ in 2000. Excluding

special items, net income fot 2001 was a loss of EUR 908 million, versus a profit of

EUR 2,831 million in 2000.

Semiconductors, Consumer Electronics and Components as well as some of out major

unconsolidated companies, including Taiwan Semiconductor Manufacturing Company

CtSMq, LG.Philips LCD and Lc.Philips Displays, were severely impacted by the decline.

This had led Pbilips and LG Electronics to decide in principle to increase the share capitd

of LG.PhiIips Displays by USD 250 million. This is expected to take place in the first

quarter of2002.

Domestic Appliances and Personal Care @AP), Ughting and Medical Systems, operating

in less cyclical markets, continued their solid perforanaaces. DAP, and Medical Systems

(before acquisition-telated charges), recorded their best ever year.

o
philiFs managed the dounrnrm by further lowering its cost base and teducing capacity, and

by outsourcing ot shifting production to partners. Several unecono-ical semiconductor

and component facilities were closed, or are io the process of being closed, a joint ventue

was entered ioto udth LG Electronics in the field of Cathode Ray Tubes (CRTs), and the

decision was taken to outsoruce the manufacturing and certain development activities of

mobile telephones and video recorders. Digital Netrvorks refocused its strategy aod limited

its platfomr diversity.

Income included special items mainly related to:

restmcturing aod asset impairment (EUR 1,093 million)

acquisition related charges (EUR 437 million)

gains on sales of participations @UR 295 million)

impairment of secutity investrnents (E,UR 526 million)



Reduction of the Company's overcapacity was the main reason for the restructuring, while

recent acquisitions caused in-process R&D vnite-offs and integration costs at Medical

Systems.

Staffng levels were reduced by 18,600 in 2001, excluding portfolio changes. This was

mostly telated to announced reducdons at Components, Semiconductors and Consurner

Electronics, including Consumer Communications, as well as gerreral costs teduction

initiatives actoss the company.

The market value of our investments in publicly quoted companies orceeded book value

by EUR 8,838 million, as of December 31,2007.

Despite the losses, Philips was able to generate positive cash flow from operati.g activities

of EUR 1p48 billion. Net capital expenditures wete scaled back by one third to

EUR 2,156 million. The increase in the debt position was the result of acquisitions by

Philips Medical Systems. These acquisitions will provide Philips with the number 2

position in medicd equipment supply, and are expected to genemte sigrificant income and

cash flow.

Distribution to Shareholders

A proposal will be made to the Genetd Meeting of Shareholdets to make a distribution to

shareholders of EUR 0.36 pet cocunon shate to be chatged to the other resenres

(compared with a EUR 0.36 dividend per common share paid in 2001, teflecting the 2000

ptofit distribution).

Annual Report 2001

More details on the perfomrance of the Philips Gtoup on the year 2001 can be found in

the Annual Report 2001 of Royal Philips Electronics, and at www.philips.com

Outlook

Economic conditions around the world continue to point to a limited grounh

eovironment. Improvernent in results n2002will come maioly ftom cost teductions,

efficiency improvements and restructudng prograrns, many of ufiich wete already initiated

in 2001, as well as ongoing portfolio rnanagement.

As a consequence of weakness in the stock matkets, we anticipate a siqgificant reduction

of pension ctedits in our results 1f,rcr'ghqut 2002.

The sevete dedines of the IT and telecommunication markets, which were so damaging in

2001, have now stopped, and excess inventodes, both at customent and ia the industry,

have mosdy disappeared. In general, we do not see markets sttengthening, therefore we

maintain a cautious stand on costs, capital spending, qretLi.g capital and employment in

2002.

The Company has been strearnlined and focrrsed during the downtum and is in a good

position to be an eady beneficiary of any uptum in its markets.

Arrrstetdam, Febnrary 7, 2002

Board of Management



For further information, please contact

Ben Geerts, Philips Corporate Communications, tel +37 20 5977275

Jeremy Cohen, Philips Colpotate Communications, tel: +31 20 5977213

Related photos for the media: wwupresslink.nl/philips

Royal Philips Electronics of the Netherlands is one of the world's biggest electronics companies

and Europe's largesg with sales of EUR 32.3 billion in 2fi) I . lt is a global leader in color

television sets, lightin& electric shayers, medical diagnostic imaging and patient monhoring, and

one-chip TV produca. lts 189,000 employees in more than 60 countries are active in the areas

of lighting, consumer electronics, domestic appliances, components, semiconductors, and

medical systems. Philips is quotd on the NYSE (symbol: PHG), London, FranKurt, Amsterdam

and other stock exchanges, News from Philips is located at www.news.philips.com

'Safe Harbor' Statement under the Priyate Securities Litigation Reform Act of 1995

This document contains certain forwardJooking statements with respect to the financlal

condition, results of operations and business of Philips and certain of the plans and objectives of

Philips with respecr to these items. 
a

By their nature, forward-looking satements involve risk and uncerainqr because they relate to 
-

events and depend on circumstances that will occur in the future. There are a number of factors

that could cause actual results and developments to difier materially from those expressed or

implied by these forwardJooking statements. These factors include, but are not limhed to, levels

of consumer and business spending in major economies, changes in consumer astes and

preferences, the levels of marketing and promotional expenditures by Philips and its

competitors, raw materials and employee costs, changes in future exchange and interest rates

(in particular, changes in the euro and the US dollar can materhlly affect results), changes in tax

rates and future business combinations, acquisitions or dispositions and the rate of technical

changes. Market share estimates contained in this repon are based on outside sources such as

specialized research institutes, industry and dealer panels, etc. in combimtion with management

estilnates.



Statements of income

all amounts in millions of euros unless otherwise stated

Consolidated statements of income

Sales

Income (loss) ftom operations, before

amortization goodwill and other intangibles

adsing from acquisitions

Amortization goodwill and other intangibles

Income (loss) ftom operations

Financial income and expenses:

lnterest

other

Income (loss) before ta:res

Income taxes

Income (loss) aftet taxes

Results relating to unconsolidated companies:

- income befote amortization goodwill and

other intangibles

- amortization goodwill and other intangibles

Minority intetests

4s quaner January to December

200 I 2000

11,007 32,339 37,862

Q74)

(168)

(M2>

(135)

(s32)

(1,109)

12t;

2,112 (894)

(163) (477)

7,949 Q,371)

4,623

Q42)
428r

(167)

2,155

626e

(s70)

5,699(983) 2,721

(s1) r34
(r25) (40)

(176> e4

(387)
(367>

(7s4')

15

4,094
(124)

3,970

(67)Q3)

Net income (loss)

Income Qoss) ftom opetations

as a 7o ofsales

as aoh of net operating capital $.oNA)

Weighted average number of common

shares outstanding (in thousands):

(after deduction oftreasury stock)

. basic

. diluted

Net earnings per common share in eunos:

. basic

. diluted

(1,141)

(4.8)

2,792

17.7

9,602

77.3

35.7

1,372,859
1,326,538

7.37
7.24

(0.e0)
(0.e0)

Q,604)

(4.2)
(e.1)

1,278,077
11286r5,4/

2.16 Q.04)
z.rs Q.04>



Balance sheets and additional ratios

all amounts in millions of euros unless otherwise stated

Consolidated balance sheets

Cash and cash equivalents

Secudties

Receivables

Inventodes

Unconsolidated companies

Other non-curent financial assets

Non-curtent receivables

Property, plant and equipment

Intangible assets - net

200 I

Dec.  3 l ,

890

ilt0

6,154

4rzg{J

5,532

2,799

3,592

7,718

7,X;g

2000

Dec. 3 l ,

1,089

1 1 1

6,806

5,279

5,329

3,747

2,773

9,041

4,427

Total assets

Accounts payable and other liabilities

Debt

Provisions

Minority interests

Stockholders' equity

38,454

8,193

7,966

3,740

202

18,453

38,547

g,gtg

4,027

3,491

469

21,736

Total liabilities and stocliiholders' .qoity

Ratios

Stockholders' .qoity,

per cofirmon share in euros

Inventories as a o/o of sales

Outstanding trade receivables, in months' sales

Net debt r group equity raho

Number of common shares

outstanding at the end of period

o shares in thousands

38,454 38,541

14.48

L3.3
1.5

27273

16.93

13.9

1 .5

12:88

\n4,172 1,283,895



Statements of cash flows

all amounts in millions of euros unless otherwise stated

Consolidated statements of cash flows *

Cash flows from openting

activities:

Net income (oss)

Adjustments to recon(ile net

income to net cash provided by

operating activities:

Depreciation and amortization

Net gain on sale of investrnents

(Income) loss ftom unconsolidated

companies (net of dividends

received

Minodty interests (net of dividends

p"id)

Decrease (increase) in working

capitd

Increase in non-current

receivables

Increase in provisions

Other items

4tr quarter January to December

200t 2000 200t 2000

(1,141) 2,792 (2,604) 9,602

100

79r
(e7)

1,905

(s36)

327

336

697

Q,095)

(16)

23

586

Qe2)
222

167

2,797 2,320

(378) (6,384)

676 (1,187)

Qr> s6

1,080 (1,069)

(874)

287

285

(s10)

386

(218)

Net cash provided by opemting

acuvlues

Cash flows from investing

actiuities:

Net capital expenditutes

Proceeds (purchase) from the sale

of secudties

Proceeds (purchase) other

non-cuffent financial assets

(Purchase of business) proceeds

from sale of business

1,687 1,978 1,2/18 2,996

Q,756) (3,132)

848

474 (4e7)

(2,881) 377

Q94'.)

I

5

(1,294')

(1,248)

(424)

(463)

(1,146)

(1)

Net cash used for investing

acuvtues

Cash flows before financing

activities

(1,s82) Q28r) (4,s64> (2,404)

105 (1,303) (3,316'

For a number of reasons, principally the effects of translatjon differences and consolidation

changes, cerain items in the statements of cash flows do not correspond to the differences

between the balance sheet amounts for the respective items.

592



Statements of cash flows (continued)

all amounts in millions of euros unless otherwise stated

Consolidated statements of cash flows (continued)*

4s quarter January to December

?ggl 2000 200t 2000
Cash flows before financing

activities 105 (1,303) (3,316) 592

Cash llows from financing activities:

Increase in debt 79 689 3,953 612

Treasury stock ttansactions 4 (39) (336) (578)

Capital repayment to shareholders - (1,673)

Dividends paid (458) (399)

Net cash provided by (used fot)

financing activities 83 650 3,159 e,038)

Dectease ia cash and cash

equivalents

Effect ofchanges in exchange rates

and consolidations on cash positions 4 (53) (42) 204

Cash and cash equivalents at

beginning of the period 698 1,795 1,089 2,331

Cash and cash equivalents at end

ofperiod 890 1,089 890 1,089

* For a number of reasons, principally tie efiects of trenslation differences and consolidation

changes, certain items in the statements of cash flows do not correspond to the difierences
between the balance sheet amounts for the respective items.



Statements of changes in stockholders' equity

all amounts in millions of euros unless otherwise stated

Consolidated statements of changes in stockholders' equity

Balaoce as of beginning of period

Change in accounting policy:

. product/processdevelopmentcostsinventodes

. dedvatives

Exetcise of convertible debentures

Net income (oss) for the year

Dividend paid

Additional paid-in capital stock options

Tteasury stock transactions

3 7o Share reduction

Translation differences and other changes

January to December

200t 2000

21,736 14,757

Q,604)
(4s8)

6

or:,

106

(24r)

58
r3

9,602
(3ee)

(s78)

(7,673)

197

Balance as of end of petiod 18,453 27,736



Product sectors

all amounts in millions of euros unless otherwise stated

Segment reyenues and income from operations

46 quaner

setment

revenues

income (loss) from operations segment

revenues

income (loss) from operatjons

before amorc after amort before amorc after amon-

goodwillfinang. goodwillfintang.goodwill/intang. goodwillfinang.

UShti"g

Consumer Electonics*

DAP

Components

Semiconductors

Medical Systerns

Odgin

Mscellaneous

Unallocated

u58
3,?58

782

650

1,073

1,916

487

185

(5)

148

(13e)

Q5s>
(1e)

(141)

183

(7)

143

(13e)

Qez)
(154)

(138)

1,413

4p60

784

7J38

1,933

1,(X5

952

178

103

130

75

436

159

t76

103

725

I t

408

70

(37\ (38)

7973 1,072

Q2) O0)
(10) (10)

Total 9,534 (274)

Intersegment reveoues (n2)

Sales 9,Xi2

Income ftom opemtions

as aoh of sales

(442) 17,925
(el8)

11p07

2,712 1,949

(4.8) t7.7

* ofwhich:

Mainstream CE

Consumer

Cornmwrications

Digitd Nenrorks

Liceoses

Consumer Electonics

2,703

283

m4
78

(37)

10

(4s)
66

(37)

10

(46)

66

2,897

674

388

101

179

(33)

(31)

48

719

(33) o
(31)

48

3,X;8 (6) (7) 4,060 103 103



Product sectors

all amounts in millions of euros unless otierwise stated

Segment reyenues and income from operations

January to December

2001
seSmenr

revenues

income (loss) from ooerations

before amort after amort

goodwill/intang. goodwill/inang.

segment

revenues

income (loss) from operations

before amorg after amorL

goodwillfintang. goodwillfinang.

Lightitrg

Consumet Electronics*

DAP

fComponents
Semiconductors

Medical Systems

Otig"

Mscellaneous

Unallocated

x of urhich:

Mainstream CE

677

411

292

609

1,457

308

1,089

(138)

(t6)

4,623

668

470

287

608

7,346

169

1,063

(1el)

c/e)
4,291Totd 34,236

Intetsegment revenues (11897)

Sales 32339

Income from operations

as aYo of sales

(100) (102)

(8e4) Q,371)

(4.2)

(2s0) (2s0)

(n)
(329'.)

351

5,722

11,233

2r?K

3,705

4,940

4,836

2,154

631

(648)

354

(566)

(s03)

138

(100)

623

(64e)

334

(667)

(607)

nr:,

(104)

5,097

13277

2,130

6,920

6,812

3,047

1,164

3,378

47,825

Q,963)
37,862

9,425

2,229

1,213

4r0

13,277

otT'"*".
LOflUnUilCaUOnS

Digital Netwotks

Licenses

Consumer Electronics

8,807

1,2,64

771

391

(42r)

(328)

351

183

2

(8s)
3 l l

lt.3

183

7

(8s)
311

11233 (648) (ue) 4704ll



Philips quarterly statistics
all amounts in millions of euros unless otherwise sated; percentage increases always in relation to tie corresponding period of previous year

2000 200 |

| * quarter 2nd quarter

9,155
25

3"d quarter
9,371

2l

1,016
10.8
148

945
10.1
168

2,066
455
1.58

4h quarter

11,007
1 5

2,112
19.2
256

1949
17.7
267

| 5l quarter

8208
(1)

412
5.0
(42)

332
4.0
(s0)

106
(e1)

0.08

January-

March

2nd quarter 3d quaner 46 quarter

7,187 9,262
(23) (16)

Sales
o% increase

8,329
22

7,682
(1 6)

(668)(r.1,

04s)
(e:7.)

Income (oss) from operations
before amortization goodwill/
intangibles
as 7o of sales
oZ increase

Income Qoss) from operations
as 7o of sales
7o increase

Net income Qoss)
7o increase
per common share in euros

716 779
8.6 8.5
26 98

663 724
8.0 7.9
21 127

Q64)
(s.1)

Q74)
(3.0)

1,140
143

0.86

January-

March

3,604
12t0
2.71

2,792
306
2.16

Q70)

(0.60)

(s16) (442)
Q.2.) (o:'

c/ee) 0,141)

(0.62) (0.e0)

January- January-

June September
17;484 26,855

24 23

January-

December

January- January-

June September

15,890 23977
(e) (14)

January-

December

Sales
7o increase

8,329
22

37,862
20

4,623
12.2
135

4281
11.3
144

35.7

9,602
434

53.5
7.31

8208
(1)

*'iT

(8e4)
@ : )

(1,371)
(4.2)

(e.1)

Q,604.)

02.8)
Q.04)

Income (oss) from operations
before amortization goodwill/
intangibles
as 7o of sdes
7o increase

Income (oss) from operations
as 7o of sales
7o increase
as a 7o ofnet operating
capial fi.ONA)

Net income (oss)
7o incrgase
as a 7o of stockholders'
equity (ROE)
per cornmon share in euros

Inventories as 7o of sales
Average collection period

oftrade receivables
in months'sales

Net debt: group equity ratio

Total employees fn thousands)

716
8.6
26

663
8.0
21

25.1

1,495
8.6
f,)

2,511
9.4
83

2,332
8.7
91

27.4

6,810
512

56.5
5.15

412
5.0
(42)

332
4.0
(s0)

11 .5

(2s6)
u.:,

(413)
Q.6)

(6.s)

(620)
(2r.)

(e2e)
(4?

(e.2)

1,140
143

31.2
0.86

r387
7.9
60

25.3

4J44
541

62.1
3.57

106
(e1)

2.5
0.08

(664) (1463)

Q.4)
(0.s2)

00.5)
(1.14)

period ending 2000 period ending 2001
14.5

1.6
4:96

229

14.7

1.6

15.8 13.9

1.5
12:88

219

15.6

7.6
l7:83

219

16.0 14.9

1.7
26:74

192

13.3o

1.6
8:92

239

1.7
20:80

212

1.5
27:73

189

* Not meaningful: net cash exceeded the debt level.

lnforrnation also available on Intemet, ad&ess: www.investot.philips.com
Printed in the Nethedands


