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MESSAGE TO STOCKHOLDERS ‘

To Our Stockholders

Gl laced a difficult business environment in
2002, The Philippine’s economic difficulties

as well as the depressed international market

demand forced most of SGI businesses into
untenable market situations where Ijghl competition has
sqm_‘.t_"/.l_‘nl ])r(:l‘il margins. However, SGIremains committed
to its mission of in\,':_‘sling and :]v\':-]{:ping business
Llllth‘l‘lakings that capitalize on Filipino expertise in strategic

Philippine industries.

To achieve our mission in these difficult tmes,
the COMpPany acted to minimize the impact ot the negative
business conditions and rn:;1|jg,|1 corporate resources Lo
support new business growlh drivers, We aimed at |t‘)\»\-‘¢:1‘ing
costs h}-‘ f_:nnsulidating nmnt.t[‘a&ﬂl.lring related businesses with
limited growth opportunitics. This enabled us to free some
assets for other potential uses and to raise cash for new

investment opportunitics,

One of the results of our consolidation cfforts
is the :slt'ungthcning of our balance sheet, which will |)1‘0\'idv
the platform for l:mg-l(‘.rn'] viahility. Despite the decline in
revenues, the company increased its cash level o £2.054
Billion in 2002 which is a 33% increase from 2001, Efforts
to raise operation cfficiency resulted ina 14% gross profit
to revenue ratio. This enabled the company to improve its

gross I)rr}i'il in 2002 }':)v 4% against 10% reported in 2001,

We focused on growth businesses such as the

Broadband Cable Services offercd by the Destiny Group of

Companies. While l)cxtin}_-"s cable television business
gl'uwlh was hindered by the abrupt loss of key program
channels, we will continue our efforts to protect the Filipim)
cable ill(lkl.‘\'l!'}" and consumers |>_\_; prm-'i(ling {lll:llh}_-’ programs,
Desting’s Broadband Data Businesses, both Satellite and
Cable, delivered revenue growth and will be further
supported by strategic investments in infrastructure
upgrades and cfficient service operations that will produce

maore \"'c'llllL‘ i‘f'}T' our customenrs.,

Whilt’. we rermain ()plimisl-itﬁ_'a;b'nut i.lu- Fulure.,
we also a(‘.‘kli:‘n‘vl(:(]gu that the (.'}lhlllel!gf’.& s()f @2%&?& neither
abated nor have been resolved. However, -wc_%xpg'.e;}_cggmggd
by the recent decisive actions of the Dé]ﬁ\rtn.wnt .o"{.":
Transportation and Communication and the National

Telecommunications Commission, which ¢learly indicate

that slrongel 'L'gulal.nrv actions will soon be taken to protect
o < B
[Jesting and all other cable operators [raom unfair business

I}TI!L,'| ees ()EI prngram IIIH{ content ]}1'(]\"i(|!_‘.]'.\'.

In these ditficult times, we will continue 1o
CRCTCISE p]'udvm‘v an .-1[:])|_\' (inancial di.\‘(:i]ﬂim‘. Lo our
operations without s;l(']'i['i('ing our ;1|1i]il_§,-‘ Ly |}]'t)\-‘i£|£‘ the best
(]lJ.-lle._\_' of service to our customers and partners, But we
also expect the Torecasted weakness in the }’]1i|i}:|:inv and
Asian rv.girm ceonomy and other |'nilig;11[ng circumstances

\VI‘H continue |.'11[_‘ ])T'L‘..‘\'}ill!'(_' an our Ef()['[)()i';l[(' revenues,

Our answer to these difficult times is 1o
further st]'(_‘.ngﬂ'mn both our board of directors and
l‘n't)ihssinr1;1] management team that has worked with Tocus
and perseverance 1o steer SGl through dilficult times and
[)(J.‘iili[}l] it for future Qr{zwlh. lam [:rr)u:.l to hea part ol the
SGI management team and I am confident that it will

continue to ])Uild lh(‘ \-'illll(' H[I{]UT L‘{]l]]ll.’\n\_-’.

sincerely,

PrestpEnT S8 CHEr Execumive OFricer




Review or O

BA_ND SERVI CF;s

n accordance Wlth the apprmral glven by the
.-'Cnmpany stockholders on November 21, 2002,
‘Management has pursucd the acquisltlon of the
: _:'Destlny Group. On May 135, 2003, governmcnt
= approval for the transactlon was obtalncd which
- allowed the consummation of this transaction.
‘While the results of this new investment are not

- yet included in SGI’s 2002 results, we present

. below a discussion of Destiny’s operations.

- CableTelevision

~ _The arbitrary pulloutiof key program channels
of the STAR Group weighed heavily on Destiny
. Cable’s sales-efforts and brought down 2
“subsctiber numbers to the same level of ye
= end 2001 Desplte this, revenues reached P58
. _'Mrﬁmn, witha 20% growth against P480 Million
~ in 2001. However, profltablllty was als‘u
pressured by an increase in cost of programs
being charged by foreign program providers. In
response to these difficult conditions,
management pursued an aggre'ssiﬁve cost
reduction program, which included a reduction
of the company’s outstanding debt from the US
Eximbank, postponed major capital investments
and reduced employees and contractual hires.

This has s-,-"" 1f‘1cantly conserved company’s
resources, which will serve as the platform for

new marketing plans and activities for 2003.
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Broadband Internet and Corporate Services

Destiny’s Broadband Internct and Data services achieved signi[‘i cant growlh in data traffic that it required
a major upgrade to a DS-3 level (45 MB) International Private Line (IPL) connection to meet the growing

subscriber demand. Consumer Internet subscribers level g

rew by more than 50%, which firmly established
Destiny as the leader in broadband cable Internet services in the country. Gross revenues also grew by
the same rate and delivered more than P118 Million. Corporate Services accounts, which is a new business
group focusing on high value customers, also grew by more than 50%. This was achieved despite a growth
strategy for this business segment that has been cautious and controlled owing to the numerous undetined
paramcters that affect the bandwidth quality in the local cable infrastructure as subscriber numbers and

usage increasc.

Satellite Services

The Destiny Satellite group performance contracted in terms of number of customer accounts due to a
strategic business reorganization, which refocused this business group on the key service of VSAT (Very
Small Aperture Terminal) and supporting services of Fiber Leased lines and ISAT services. However, this

r(:lhcusing resulted in a 23% improvement over |)udgctcd revenues which reached £67.8 Million.
[[. CONSUMER ELECTRONICS

Marketing & Distribution

Solid Distributor’s (SDI) main concern for the year was the negative effects brought about by the corporate
restructuring of its principal supplier Aiwa Japan, which eventually merged with Sony Corporation of
Japan in November 2002. The market uncertainty on the brand’s direction and futurce caused SDIs dealers
to reduce orders drastically. In addition, the discontinuance of the NTSC television line-up for the
Philippine market limited SDIs sales to primarily audio products, a category which has been experiencing
shrinking demand. The result was a sales achievement of P482 Million, 50% less than that of 2001, and
a net loss belore tax of 73 Million in 2002.

Solid Video Corporation (SVC) also experienced a 25% decrease in revenues {rom Professional and
Broadcast Equipment sales as the Philippine broadcast and production industry also suffered a significant
slowdown in 2002. The company reported a net loss of P6 Million due to a significant write-down of

deferred tax assets of £28 Million.

Manufacturing Services

The ongoing regional trade liberalization of AFTA led in the loss of Solid Laguna Corporation’s (SLC)
two principal customers, Sony Philippines and JVC, who shilted from local assembly to CBU importation,
Consequently, management decided to cease the manufacturing operation of SLC’s consumer clectronics

division in December 2002 to avoid losses from operations. Despite this, SLC still managed to earn
















































