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�Safe Harbor� Statement under the Private
Securities Litigation Reform Act of October 1995

These presentations and discussions/document contain certain forward-lookingThese presentations and discussions/document contain certain forward-looking
statements with respect to the financial condition, results of operations andstatements with respect to the financial condition, results of operations and
business of Philips and certain of the plans and objectives of Philips with respectbusiness of Philips and certain of the plans and objectives of Philips with respect
to these items. By their nature, forward-looking statements involve risk andto these items. By their nature, forward-looking statements involve risk and
uncertainty because they relate to events and depend on circumstances that willuncertainty 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 resultsoccur in the future. There are a number of factors that could cause actual results
and developments to differ materially from those expressed or implied by theseand developments to differ materially from those expressed or implied by these
forward-looking statements. These factors include, but are not limited to, levels offorward-looking statements. These factors include, but are not limited to, levels of
consumer and business spending in major economies, changes in consumerconsumer and business spending in major economies, changes in consumer
tastes and preferences, the levels of marketing and promotional expenditures bytastes and preferences, the levels of marketing and promotional expenditures by
Philips and its competitors, raw materials and employee costs, changes in futurePhilips and its competitors, raw materials and employee costs, changes in future
exchange and interest rates, changes in tax rates and future businessexchange and interest rates, changes in tax rates and future business
combinations, acquisitions or dispositions and the rate of technical changes.combinations, acquisitions or dispositions and the rate of technical changes.
Market share estimates contained in this report are based on outside sourcesMarket share estimates contained in this report are based on outside sources
such as specialized research institutes, industry and dealer panels, etc. insuch as specialized research institutes, industry and dealer panels, etc. in
combination with management estimates.combination with management estimates.
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Agenda

�� HighlightsHighlights

�� PerformancePerformance
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Highlights

�� For the second quarter in succession there has been comparableFor the second quarter in succession there has been comparable
sales growth of 2%sales growth of 2%

�� Positive cash flow in the quarter before financing activities ofPositive cash flow in the quarter before financing activities of
EUR 265mEUR 265m

�� Maintained a Debt / Equity ratio of 30:70 in spite of some largeMaintained a Debt / Equity ratio of 30:70 in spite of some large
charges to our Equity accountcharges to our Equity account

�� Net debt reduced to EUR 6.9mNet debt reduced to EUR 6.9m

�� Record low inventories for the fifth consecutive timeRecord low inventories for the fifth consecutive time

�� Lower results of our consolidated companies mainly in LG.PhilipsLower results of our consolidated companies mainly in LG.Philips
LCDLCD

�� Overhead cost reduction actions delivered EUR 176m savings in theOverhead cost reduction actions delivered EUR 176m savings in the
first nine months of the year with much more in the pipelinefirst nine months of the year with much more in the pipeline



5

Agenda

�� HighlightsHighlights

�� PerformancePerformance



6

Acquisition and Restructuring charges 3Q02
EUR million

LightingLighting
CECE
DAPDAP
ComponentsComponents
SemiconductorsSemiconductors
Medical SystemsMedical Systems
MiscellaneousMiscellaneous
UnallocatedUnallocated

TOTAL CHARGES IN IFOTOTAL CHARGES IN IFO

Announced onAnnounced on
July 16, 2002July 16, 2002

ActualActual

-5-5
-45-45

-40-40

-2-2
22

-94-94
1818

-90-90 -76-76

1)1)

1) � Will appear in 4Q021) � Will appear in 4Q02
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IFO per PD � 3Q02
EUR million

IFO asIFO as
publishedpublished

AcquisitionAcquisition
relatedrelated
chargescharges

RestructuRestructu--
ring andring and
otherother
chargescharges

IFO withoutIFO without
specialspecial
itemsitems

OtherOther

LightingLighting

CECE

DAPDAP

ComponentsComponents

SemiconductorsSemiconductors

Medical SystemsMedical Systems

MiscellaneousMiscellaneous

UnallocatedUnallocated

7575TOTALTOTAL

141141

2424

7979

-67-67

-58-58

-11-11

9494

-67-67

-2-2

22

-46-46

1818

143143

2222

7979

-67-67

-65-65

8080

-50-50

-67-67

-28-28135135

77

33

126126

136136

-48-48

-48-48
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3

185

72

30

-104

-24
-5

Non-consolidated companies
EUR million

ANNUALANNUAL
TOTALTOTAL

1Q021Q024Q014Q01

3Q013Q012Q012Q011Q011Q01

2Q022Q02

Note: These numbers are excluding special items and amortization of goodwill.Note: These numbers are excluding special items and amortization of goodwill.
2001 figures are restated2001 figures are restated acc acc. US GAAP. US GAAP

3Q023Q02

-103-103

20012001

20022002
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456
599

829

1,248

757 746

359 294

44

218
318

1Q001Q00 2Q002Q00 3Q003Q00 4Q004Q00

Capital Investments
EUR million

20002000

(Purchase of intangible(Purchase of intangible
and tangible fixedand tangible fixed
assets less disposal ofassets less disposal of
tangible fixed assets)tangible fixed assets)

ANNUALANNUAL
TOTALTOTAL 3,1323,132 2,1562,156

1Q011Q01 2Q012Q01 3Q013Q01 4Q014Q01

20012001
1Q021Q02 2Q022Q02 3Q023Q02

20022002
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Cash flow

Cash flow from OperatingCash flow from Operating
activitiesactivities

Cash flow investing activitiesCash flow investing activities

TOTALTOTAL

3Q023Q02 3Q013Q01

344344

-79-79

265265

160160

2,0292,029

-1,869-1,869

1)1)

1) �  Includes EUR 2,016m for acquisitions1) �  Includes EUR 2,016m for acquisitions
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Inventories
as % of MAT sales

14.9

17.1
17.5

14.0

15.6

16.4 16.4

14.4 14.5
14.7

15.8

13.9

15.6

16.0

15.1

12.5

14.0

13.4

14.1

12

13

14

15

16

17

18

1Q 2Q 3Q 4Q 1Q 2Q 3Q 4Q 1Q 2Q 3Q 4Q 1Q 2Q 3Q 4Q 1Q 2Q 3Q 4Q

2000200019981998 200220022001200119991999

11

1) �1) � Corrected for acquisitions and disposalsCorrected for acquisitions and disposals

1)1)
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Head Count Reduction
Personnel

At the beginning of the periodAt the beginning of the period

ConsolidationConsolidation

DeconsolidationDeconsolidation

Net movementsNet movements

AS AT SEPTEMBER 30, 2002AS AT SEPTEMBER 30, 2002

3Q023Q02 9M029M02

183,641183,641

-1,306-1,306

1,1121,112

183,447183,447

188,643188,643

170170

-2,428-2,428

-2,938-2,938

183,447183,447

1) � Increase of 2,124 temporary employees offset by a reduction of 1,012 permanent employees1) � Increase of 2,124 temporary employees offset by a reduction of 1,012 permanent employees

1)1)
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7.0 6.9
9.7

14.8 15.1

22.2
19.4

16.1

2.6

-3.0

1.0
2.9

Debt/Equity ratio
EUR billion

NetNet
debtdebt

GroupGroup
equityequity

21:7921:79

31.12.9731.12.97

:100:100

31.12.9831.12.98

6:946:94

31.12.9931.12.99

12:8812:88

31.12.0031.12.00

26:7426:74

31.12.0131.12.01

1)1)

30.09.0230.09.02

30:7030:70

1) �1) � Restated according to US GAAPRestated according to US GAAP
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7.0 6.9
9.7

14.8 15.1

22.2
19.4

17.7

2.6

-3.0

1.0
2.9NetNet

debtdebt

GroupGroup
equityequity

21:7921:79

31.12.9731.12.97

:100:100

31.12.9831.12.98

6:946:94

31.12.9931.12.99

12:8812:88

31.12.0031.12.00

26:7426:74

31.12.0131.12.01

1)1)

30.09.0230.09.02

30:7030:70

Debt/Equity ratio
EUR billion

UnrealizedUnrealized
book gainsbook gains

1) �1) � Restated according to US GAAPRestated according to US GAAP

16.116.1

1.61.6

28:7228:72
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Lighting

�� Sales were 1% higher than 3Q01 in spite of weaknesses in LatinSales were 1% higher than 3Q01 in spite of weaknesses in Latin
America and in America and in LuminairesLuminaires

�� IFO margin of 12.4% in a seasonally low quarter mainly due toIFO margin of 12.4% in a seasonally low quarter mainly due to
focused cost and asset management and an improved productfocused cost and asset management and an improved product
mixmix

�� Reducing inventory as a % of sales with increasing deliveryReducing inventory as a % of sales with increasing delivery
reliabilityreliability

�� Strong cash flowStrong cash flow

�� 4Q02 will include some limited4Q02 will include some limited upfront upfront costs associated with the costs associated with the
recently announced Home Depot contractrecently announced Home Depot contract
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Consumer Electronics

�� Comparable sales were only 2% below 3Q01Comparable sales were only 2% below 3Q01

�� The division was profitable in the quarter with a profit of EUR 9mThe division was profitable in the quarter with a profit of EUR 9m
which reflects the ongoing underlying performance improvementwhich reflects the ongoing underlying performance improvement

�� Strong sales in Europe mainly in TV, especially in SeptemberStrong sales in Europe mainly in TV, especially in September

�� Price erosion was 12%, compared to 7.6% in 2Q02, with a highPrice erosion was 12%, compared to 7.6% in 2Q02, with a high
level in OEM Monitorslevel in OEM Monitors

�� Improving performance in US, due to the program that is beingImproving performance in US, due to the program that is being
implemented including improved shelf space and significantlyimplemented including improved shelf space and significantly
improved asset management.improved asset management.
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Consumer Electronics

�� The Net Operating Capital has been significantly reduced and nowThe Net Operating Capital has been significantly reduced and now
has a turnover speed of approximately 20has a turnover speed of approximately 20

�� We continue to work towards better cost levels, margin and assetWe continue to work towards better cost levels, margin and asset
managementmanagement
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Domestic Appliances & Personal Care

�� Record results for the third quarter with a margin of 15.2%Record results for the third quarter with a margin of 15.2%
compared to 14.3% for 3Q01 excluding special items due to:compared to 14.3% for 3Q01 excluding special items due to:

�� Innovative and high margin products including growth in OralInnovative and high margin products including growth in Oral
CareCare

�� Strict cost control measuresStrict cost control measures

�� Impact of product range rationalizationImpact of product range rationalization

�� Net operating capital further reducedNet operating capital further reduced
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Domestic Appliances & Personal Care

�� Comparable sales growth of 12% despite a weak market in LatinComparable sales growth of 12% despite a weak market in Latin
America, due mainly to America, due mainly to SonicareSonicare, , Senseo Senseo and new shaverand new shaver
productsproducts

�� Recent product launches continue to be successfulRecent product launches continue to be successful
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Components

�� Sales in Mobile Display Systems has increased due to theSales in Mobile Display Systems has increased due to the
commencement of deliveries of colour displayscommencement of deliveries of colour displays

�� Optical Storage has been negatively impacted by increased priceOptical Storage has been negatively impacted by increased price
erosionerosion

�� Continuing upfront investments in new product areas, e.g.Continuing upfront investments in new product areas, e.g.
Connectivity and LCOSConnectivity and LCOS

�� Inventories under controlInventories under control
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Semiconductors

�� RevenuesRevenues declined sequentially by 11.8% in EUR and declined sequentially by 11.8% in EUR and
approximately 2% in USD due mainly to approximately 2% in USD due mainly to DiscretesDiscretes, Mobile, Mobile
Communications, Networking and Display Solutions. However theCommunications, Networking and Display Solutions. However the
revenuesrevenues were 15% higher than 3Q01 on a comparable basis were 15% higher than 3Q01 on a comparable basis

�� Price erosion was approximately 14% compared to 11% for 2Q02,Price erosion was approximately 14% compared to 11% for 2Q02,
primarily related to standard productsprimarily related to standard products

�� Average Average FabFab utilization in the quarter was 58% utilization in the quarter was 58%

�� Book-to-bill was 0.74 reflecting very short order lead timesBook-to-bill was 0.74 reflecting very short order lead times



22

Semiconductors

�� CAPEX in the quarter was EUR 172m including approximatelyCAPEX in the quarter was EUR 172m including approximately
EUR 100m for the investment in EUR 100m for the investment in CrollesCrolles. The expectation for the. The expectation for the
year is EUR 400m -  450myear is EUR 400m -  450m

�� Continuing efforts to reduce costsContinuing efforts to reduce costs

�� A restructuring charge is expected in the fourth quarter ofA restructuring charge is expected in the fourth quarter of
approximately EUR 200m - 225m to reduce our manufacturingapproximately EUR 200m - 225m to reduce our manufacturing
capacity and to further streamline the organizationcapacity and to further streamline the organization
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Medical Systems

�� The comparable sales growth in the quarter was 2% with a furtherThe comparable sales growth in the quarter was 2% with a further
2% delayed until the fourth quarter2% delayed until the fourth quarter

�� Order intake has shown a growth of 6% on a comparable basisOrder intake has shown a growth of 6% on a comparable basis

�� IFO excluding special items was EUR 80m and excludingIFO excluding special items was EUR 80m and excluding
incidental items it would be EUR 108mincidental items it would be EUR 108m

�� Acquisition related charges for the coming quarter is expected toAcquisition related charges for the coming quarter is expected to
be EUR 40mbe EUR 40m

�� The quarterly IFO includes an amount of EUR 22m for theThe quarterly IFO includes an amount of EUR 22m for the
amortization of intangibles other than goodwillamortization of intangibles other than goodwill
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Medical Systems

�� Integration process on track with a major milestone being passedIntegration process on track with a major milestone being passed
on September 2 with the successful transfer to Philips IT systemson September 2 with the successful transfer to Philips IT systems
of the of the Agilent Agilent IT servicesIT services

�� Due to systems changes we had delayed invoicing of EUR 38mDue to systems changes we had delayed invoicing of EUR 38m
with an IFO impact of approximately EUR 18mwith an IFO impact of approximately EUR 18m

�� The EBITA for 2004 expected to be 14% which is partly based onThe EBITA for 2004 expected to be 14% which is partly based on
reduced costs by EUR 350m which are expected to be realized byreduced costs by EUR 350m which are expected to be realized by
the end of 2003the end of 2003




