TCL INTERNATIONAL HOLDINGS LIMITED

TCL INTERNATIONAL HOLDINGS LIMITED
(TCL 國際控股有限公司)*
(incorporated in Cayman Islands with limited liability)

INTERIM RESULTS ANNOUNCEMENT
FOR THE SIX MONTHS ENDED 30 JUNE 2001

FINANCIAL HIGHLIGHTS
Turnover
EBITDA
Profit before tax
Net profit attributable to shareholders
Basic earnings per share (HK cents)

2001
HK$M

2000
HK$M

change
(%)

4,529
228
173
161
6.49

4,359
306
251
233
9.68

3.9
(25.5)
(31.1)
(31.3)
(32.9)

RESULTS
The Board of Directors of TCL International Holdings Limited (the ``Company'') is pleased to
announce the unaudited consolidated results of the Company and its subsidiaries (the ``Group'') for
the six months ended 30 June 2001 with comparative figures for the previous year as follows:
Six months ended 30 June
2001
2000
Notes
HK$'000
HK$'000
Turnover
Cost of sales
Gross profit
Other revenue

1

4,529,129
(3,780,949)
748,180
35,688

4,358,918
(3,512,503)
846,415
28,639
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(456,984)
(149,180)
(240)

(505,211)
(90,664)
(3,148)

177,464
(9,096)
670
3,758

276,031
(17,290)
(3,181)
(4,902)

172,796
(6,995)

250,658
(18,081)

Profit before minority interests
Minority interests
Net profit from ordinary activities attributable to
shareholders
Transfer to reserve funds

165,801
(4,953)

232,577
---

160,848
---

232,577
(60,398)

Retained profit for the period

160,848

172,179

Nil

Nil

6.49 cents

9.68 cents

6.47 cents

9.58 cents

Selling and distribution cost
Administrative expenses
Other operating expenses
Profit from operating activities
Finance costs
Share of result of an associate
Share of results of jointly controlled entities

1

Profit before tax
Tax

3

Dividends

4

Earnings per share:
--- Basic

5

--- Diluted

Notes:

1.

Turnover

An analysis of the Group's turnover and profit from operating activities by principal activities for the six months ended
30 June 2001 is as follows:

Turnover
2001
2000
HK$'000
HK$'000

Profit from operating
activities
2001
2000
HK$'000
HK$'000

By activity:
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Colour television sets
White goods & air-conditioners
Computers related products
Other audio visual products
Raw material & components
Others

3,503,755
465,732
285,960
104,452
139,013
30,217

3,392,784
668,803
--183,675
113,196
460

187,872
48,278
(14,705)
(7,936)
5,233
(24,069)

229,602
57,675
--7,655
281
(4,044)

Less: Corporate expenses

4,529,129

4,358,918

194,673

291,169

(17,209)

(15,138)

177,464

276,031

More than 90% of the Group's turnover and contribution to trading results was derived from activities in the People's
Republic of China Mainland.

2.

Depreciation and amortization

During the period, depreciation of HK$41,393,000 (2000: HK$29,630,000) was charged to the profit and loss account in
respect of the Group's property, plant and equipment.
On 28 February 2001, the Group acquired a 100% interest in TCL Computer Technology Co., Ltd at a consideration of
HK$341.8 million. In accordance with the statement of standard accounting practice no. 30, goodwill arising on the
acquisition was amortized and charged to the profit and loss account in the amount of HK$8,995,000 (2000: Nil).

3.

Tax

Hong Kong profits tax has been provided at the rate of 16% (2000: 16%) on the estimated assessable profits arising in
Hong Kong during the period. Taxes on profits assessable elsewhere have been calculated at the rates of tax prevailing in
the countries in which the Group operates, based on existing legislation, interpretations and practices in respect thereof:
Six months ended 30 June
2001
2000
HK$'000
HK$'000
Group:
Hong Kong
Elsewhere

Share of tax attributable to:
Jointly controlled entities

4.

Dividends

900
5,199

3,189
14,892

6,099

18,081

896

---

6,995

18,081

Page 3 of 10
TCL INTERNATIONAL HOLDINGS – Announcement
( 07 May 2020 )

TCL INTERNATIONAL HOLDINGS LIMITED

The directors of the Company do not recommend the payment of any interim dividend for the six months ended 30 June
2001 (2000: Nil).

5.

Earnings per share

The calculation of basic earnings per share is based on the net profit from ordinary activities attributable to shareholders
for the period of HK$160,848,000 (2000: HK$232,577,000) and the weighted average of 2,477,374,434 (2000:
2,402,497,802) shares in issue during the period.
The calculation of diluted earnings per share is also based on the net profit from ordinary activities attributable to
shareholders for the period of HK$160,848,000 (2000: HK$232,577,000). The weighted average number of shares used
in the calculation is 2,477,374,434 (2000: 2,402,497,802) shares in issue during the period, as used in the basic earnings
per share calculation, and the weighted average of 7,817,303 (2000: 25,288,819) shares assumed to have been issued at
no consideration on the deemed exercise of all share options during the period.

FINANCIAL REVIEW
Turnover and Gross Profit
Televisions
Market competition and price war continue to be the Group's major challenge this year. Despite a
12% increase in sales volume, actual sales income only increased by 3.3%. Fortunately, part of the
effect of the price reduction was offset by the decrease in material cost, in particular, CRTs. Overall
gross margin only reduced by 1--2%. The Group is able to maintain its leading position in the
industry and is the best performer in the industry in terms of profitability.
White goods
The Group's other home appliances also faced severe competition during the period under review.
Higher profit margin of the air conditioners business have enticed more home appliance
manufacturers to the market. Despite growth, both in terms of volume and turnover, sales were far
from expectation. It was nice to note that price pressure has been alleviated by the decline in
component cost and gross margin remained stable.
The Group's product strategy of shifting refrigerators and washing machines to higher end products
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has resulted in the delay in product rollout. Sales volume was severely affected. Gross margin
decreased by 1--2%. With this product repositioning, TCL's white goods products would be better
received by the consumers in the second half of the year.
Computers
The overall performance of the Group's newly acquired PC business was below expectation. The
burst of the internet bubble has led to a less-than-expected demand in PCs in the PRC. As a result of
the continuous price cuts by market players, margin was eroded by 2--3%. The restructuring of
operation flow and the upgrading of the ERP system have further aggravated the situation as
salespeople, distributors and front-end managers need time to familiarize with the system and their
sales performance was affected.

Expenses
Selling expenses accounted for 10.1% (2000: 11.6%) of the consolidated turnover of the Group,
most of which represents sales commission paid to TCL Electrical Appliances Sales Co., Ltd
(``Sales Co.'') for all sales secured by the Sales Co. in the PRC. Pursuant to a distribution agreement
signed between the Group and the Sales Co., the Group's electrical appliance products are
distributed through the sales network of the Sales Co..
Administrative expenses accounted for 3.3% of the consolidated turnover of the Group, comparing
to approximately 2.1% of the consolidated turnover over the same period last year. The main
reasons for such substantial increase were:
--- included in the expenses was HK$9 million amortization of goodwill on the acquisition of the
Group's PC business in February this year.
--- certain new investments, in particular, the information technology division were still at their
initial development stage. As compared to the well-matured home appliance division, relatively
higher administrative cost was incurred for their development.
Finance costs reduced by almost 50% as compared to same period last year. With the Group's
prudent management of its working capital, the cash generated from the Group's operation was
more than enough to reduce the Group's borrowings. Average outstanding debt balance decreased,
resulting in the reduction of the Group's finance costs.

Associated Company and Jointly Controlled Entities
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The performance of the Group's 20% stake in the mobile phone business was encouraging. Unit
sales have increased to over 300,000 sets comparing to 56,000 sets the same period last year. Share
of profits before tax attributed to the Group amounted to HK$10 million.
The demand for televisions in India slowed down in the wake of the earthquake in January this year.
In the traditionally low season of the first half of the year, market players cut prices in order to
maintain their market shares. Margins were squeezed and the performance of the Group's joint
venture in India was less than expected with loss of HK$4.7 million shared by the Group. Demand
in India will prosper in festive months in the second half of the year. Besides, the joint venture
company has started importing CKD kits for assembly to take advantage of the lower customs duty.
Better sales and margin are therefore anticipated.
The Group's another major joint venture -- Henan TCL Melody Electronics Co., Ltd was able to
turn around from its loss-making position in 2001. With the production of the more profitable 29
inches TVs, gross margin as well as overall results was improved.
Other newly invested joint ventures such as the distance learning projects, the compressors
manufacturing factory were still at their initial development stage with little profit contributions to
the Group.

Financial Position
A summary of the Group's financial position is as follows:

Fixed Assets
Intangible Assets
Net Current Assets
Trade and Bills Receivable
Inventories
Cash and bank balances
Total Interest Bearing Debts
Net Assets/Shareholders' funds
Current Ratio
Debt Equity Ratio

30 June 2001
HK$'000

30 June 2000
HK$'000

31 December
2000
HK$'000

663,094
260,850
1,751,692
1,045,164
2,127,712
938,728
216,876
2,827,159
1.70
0.08

537,832
--1,926,649
775,446
2,460,673
939,847
453,707
2,375,761
1.82
0.19

646,303
--1,739,775
897,903
2,547,337
1,102,718
268,959
2,478,718
1.60
0.11
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BUSINESS REVIEW AND PROSPECTS
Television
Albeit relentless market competition in the PRC, the Group's television business outperformed the
industry average growth rate of 6.5% in the period under review. The Group's sales of televisions
amounted to 2.71 million sets, 12% hiked over the corresponding period in 2000. The Group's
market share rose to 19%, which was significantly higher than 2000's market share of 17%.
The Group launched numerous new products during the first half of 2001. Most of them were well
received in the market. By closely monitoring market demand and fast introducing new products,
the Group fended off price erosion. This not only expanded the Group's market share but uplifted
the corporate image of TCL.
In the second half of the year, the Group's business strategies are to buttress R&D; facilitate sales
with new innovative products; rationalize production resources and costs to extend the Group's
competitive advantage.

White Goods
The Group's air-conditioning business reported growth despite ongoing fierce competition and price
reduction in the market. Sales were up by 7.9% over the corresponding period last year.
``Trendy-Technology-People'' is the motto behind the design philosophy. Having a grip on the
market standards and demand, the Group's air-conditioning business is poised to prosper.
During the period under review, the Group sold 92,000 refrigerators and 169,000 washing machines.
In the wake of intensified market competition and the transitional period of shifting product strategy
to focus on high-end market, sales of refrigerators and washing machines showed a decline
compared to the corresponding period last year. To catapult sales and improve profitability, the
white goods division will further improve product mix and speed up new products introduction in
the second half of the year.

AV Products
In the period under review, sales of DVD players doubled that of previous year but sales of other
products declined. This resulted in sales downturn over the corresponding period last year.
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DVD becomes more popular as a result of the reducing price on DVD players, affordable DVDs
and the high-resolution television. The Group will capitalize on burgeoning business opportunities
in the DVD market and promote sales of its home theatres as well.

PCs
The growth of the industry during the period under review was generally below market anticipation.
It was mainly due to the Internet boom last year projecting a picture of rosy demand this year.
However, demand failed to live up with the expectation and was aggravated by delay in consumers'
desire to buy due to continuous price cuts. Other than that, the installation of the ERP system and
internal operation restructuring also affected the performance. The Group reported a 3% drop in
sales of its PCs compared with the corresponding period in 2000. According to IDC report, the
Group's market share in the consumer PC market was 6.1%, ranking third among domestic
manufacturers in the second quarter of 2001.
The Group launched two new models during the first half of 2001, namely 鈦金 988 and 銳翔 P4
series. These products incorporated the latest Intel Pentium 4 processors. Through which, the Group
was successful in enhancing its brand recognition and establishing a leading position in Pentium 4
products.
In the second half of 2001, Pentium 4 is to replace Pentium 3 as the mainstream high end product.
The Group has been overhauling its sales channels and buoying the sales capability of the 500
Pentium 4 sales specialty centres. Leveraging the market dominance of the TCL brand name and the
efficient management, growth will prevail in 2001.

Internet Business
In the highly competitive information technology industry, the Group is currently capitalizing on its
resources superiority. Apart from providing quality portal to its customers, the Group has achieved
substantial progress in network devices and distance learning programmes.
In the second half of the year, the internet business will operate the portal and network for the
distance learning education programmes, market its education platform for classes at the Central
Television Broadcasting University, boost Internet business development and define a standard in
the long-distance education industry and market.
Under the corporate ``information technology'' theme of ``Heavenly Families on the Earth
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connecting an inter-lifestyle world'', the Group continues to attain synergy in its businesses, contain
costs and endeavor in the information technology application and services in the second half of
2001.

Overseas Markets
In the first half of 2001, the Group's overseas reported sales of 360,000 sets of television,
representing a growth of 7% over the corresponding period last year. The Group's newly established
businesses in overseas countries have successfully penetrated their respective markets. Not only did
they capture considerable market share, most of them also brought profits.
To capitalize fully on its competitive advantages in the Group's product research and development,
technical know-how, mass manufacturing and product quality, the management will actively exploit
new markets in the Middle East and Europe. At the same time, the Group will keep enriching its
product lines and expand into AV business and white goods business. The Group's overseas
operations see flamboyant growth this year.

Mobile Phones
The mobile phone business, in which the Group holds 20% stake, achieved phenomenal growth.
Sales quintupled from 56,000 sets in the corresponding period last year to over 300,000 sets during
the first half of 2001, capturing a market share of approximately 1.5%.
Sources indicate that the mobile phone market is approaching maturity. The industry in general has
been enduring a decline in profits. The handset manufacturing is to move to Asia and China. This
shift will undoubtedly benefit the Chinese enterprises like TCL and therefore the Group predicts
accelerated growth in its mobile phone business in the future.

PURCHASE, SALE OR REDEMPTION OF SHARES
Neither the Company, nor any of its subsidiaries purchased, sold or redeemed any of the Company's
listed securities during the period under review.

CODE OF BEST PRACTICE
In the opinion of the directors, the Company has complied with the Code of Best Practice as set out
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in Appendix 14 of the Listing Rules of the Stock Exchange of Hong Kong Limited during the
period.

INTERIM REPORT
The 2001 Interim Report containing all the information required by paragraphs 46(1) to 46(6) of
Appendix 16 of the Rules Governing the Listing of Securities on The Stock Exchange of Hong
Kong Limited (the ``Exchange'') will be published on both the Company's website (www.tclhk.com)
and the Exchange's website (www.hkex.com.hk) in due course.
On behalf of the Board
LI Dong Sheng
Chairman
Hong Kong, 30 August 2001
Please also refer to the published version of this announcement in the (South China Morning
Post)
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