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Disclaimer
This presentation and the accompanying slides (the “Presentation”) which have been prepared by GOME 
Electrical Appliances Holding Limited (“GOME” or the “Company”) do not constitute any offer or invitation to 
purchase or subscribe for any securities, and shall not form the basis for or be relied on in connection with any 
contract or binding commitment whatsoever. They are only being furnished to you and may not be photocopied, 
reproduced or distributed to any other persons at any time without the prior written consent of the Company.  This 
Presentation has been prepared by the Company based on information and data which the Company considers 
reliable, but the Company makes no representation or warranty, express or implied, whatsoever, and no reliance 
shall be placed on, the truth, accuracy, completeness, fairness and reasonableness of the contents of this 
Presentation. This Presentation may not be all inclusive and may not contain all of the information that you may 
consider material.  Any liability in respect of the contents of or any omission from this Presentation is expressly 
excluded.
Certain matters discussed in this presentation may contain statements regarding the Company’s market 
opportunity and business prospects that are individually and collectively forward-looking statements.  Such 
forward-looking statements are not guarantees of future performance and are subject to known and unknown risks, 
uncertainties and assumptions that are difficult to predict.  The Company’s actual results, levels of activity, 
performance or achievements could differ materially and adversely from results expressed in or implied by this 
Presentation, including, amongst others:  whether the Company can successfully penetrate new markets and the 
degree to which the Company gains traction in these new markets; the sustainability of recent growth rates; the 
anticipation of the growth of certain market segments; the positioning of the Company’s products and services in 
those segments; the competitive environment; and general market conditions. The Company assumes no 
obligation to update any forward-looking information contained in this presentation.  Any forward-looking 
statements and projections made by third parties included in this Presentation are not adopted by the Company 
and the Company is not responsible for such third-party statements and projections.
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Today’s Presentation

4.  The SGM 
− Unwarranted requisition 

− Board’s recommendation

2.  Recovery and stability 
− The crisis 

− Our response and achievement

3.  Strong future 
− Strategic transformation

− Five-year blueprint

− Maintain industry leadership

1.  1H2010 Review 
− Strong sales growth with 

improved gross margin and 
operating leverage



INTERIM RESULTS 2010 |  Page 3

1H 2010 Review

“A return to near 
record margins”
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Income Statement Summary
1H2010 1H2009RMB Million

Revenue 24,873 20,463 21.6%

Consolidated Gross profit 4,238 3,372 25.7%

Operating Profit 1,249 671 86.1%

Profit before Tax 1,256 750 67.5%

Net Profit Attributable to Shareholders 962 580 65.9%

Basic Earnings Per Share
(RMB fen) 6.4 4.5 42.2%

Diluted Earnings Per Share (RMB fen) 5.8 4.5 28.9%

Change %

(1) Effective Tax Rate = Tax charge / Profit Before Tax adjusted for non-tax deductible items

Consolidated Gross Profit Margin 17.04% 16.48% 56bps

Operating Profit Margin 5.02% 3.28% 174bps

Effective Tax Rate (1) 19.50% 22.03% (253)bps

Net Profit Margin (Attributable to Shareholders) 3.87% 2.84% 103bps
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Same Store Sales Growth

Revenue Driven by Improved Productivity

Comparable stores :

562              532               660               651

1H2010:  24.8%

Average Sales Per Sqm
RMB
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Operating profit margin Net Profit Margin

Profit Margins Near All-Time High
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3,3724,238

16.5%17.0%

New Contract Structure – Reflecting a Successful 
Transformation

% of Revenue

RMB Million 1H2010 1H2009

Revenue 24,873 20,463      

Total Other Income 6.29% 6.67%

Include：

Income from suppliers 4.43% 5.26%

Management fee from non-listed 
GOME parent co. and Dazhong 0.74% 0.52%

Others 1.12% 0.89%

Consolidated Gross Profit and Margin

10.8% 9.8%

4.4%

1.8%

5.3%

1.4%

1H10 1H09
Other income

Other income from suppliers

Gross profit 

RMB million

+ 100bps

- 90bps
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1H2010 1H2009 Change%RMB Million

Balance Sheet Summary 

Cash and Cash Equivalents 5,990 2,716 120.5%

Pledged Deposit 7,415 7,400 0.2%

Inventory 5,794 4,103 41.2%

Trade Payables 4,468 3,612 23.7%

Bill Payables 11,746 9,433 24.5%

(1) Pledged Deposit Ratio excludes offshore funds used for onshore bank acceptance bills 

Inventory Turnover Days 50 Days 47 Days 3 Days

Trade Payables Turnover Days 35 Days 39 Days (4) Days

Bill Payables Turnover Days 95 Days 88 Days 7 Days

Pledged Deposit Ratio 59.6% (1) 69.0% (940)Bps
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Operating Costs Under Control

Revenue 24,873 20,463

Selling & Distribution 9.5% 10.2%

Rent 3.9% 4.8%

Sales Salaries 2.1% 2.6%

Other S&D 3.5% 2.8%

Administrative 1.8% 1.7%

Other 0.7% 1.3%

Total (% of revenue) 12.0% 13.2%

(RMB Million)

1H2010 1H2009
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Recovery and Stability

“Fighting for survival 
and winning”
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The Impact of Mr. Wong’s Arrest:
Two Years of Distraction 

1

1.2

1.4

1.6

1.8

2

2.2

2.4

2.6

2.8

3

3.2

3.4

3.6

Nov 2008
- Mr. Wong arrested 

and investigation 
launched, triggering 
share suspension

Nov 2008 – Jun 2009
- Shares remain suspended for 7 months

Sep 2009
- Hong Kong Court 

halted dealing of 
Shinning Crown 
Holdings and 
Shine Group

Mar 2010
- GOME received 

indictment of 
alleged bribery 
offense by a 
Beijing Court

May 2010
- Mr. Wong voted against 

reappointment of Bain 
directors at AGM

Aug 2009
- Hong Kong SFC 

launched 
investigation 
against Mr. 
Wong

- Hong Kong 
Court granted 
injunction to 
freeze Mr. Wong 
and Ms. Du’s
assets

HKD
Sep 2008

- First rumors of 
investigations into Mr. 
Wong in media 
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Impact of Mr. Wong’s Arrest: 
Illiquid, Strained and Tarnished

Credit Crunch

RMB Million

Pushed company into liquidity crisis

Banks and supplier relations strained

Brand and company image tarnished

4,331
4,188

2,859

2,763

2,033
2,349

3,646

3,943
3,630

1,000

2,000

3,000

4,000

5,000

2Q08 3Q08 4Q08 1Q09 2Q09 3Q09 4Q09 1Q10 2Q10

Net Credit Available (1)

(1) Net Credit Available = Bills Payable – Pledged Deposits
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Management Fights Back: 
Stability and Good Governance

1

1.2

1.4

1.6

1.8

2

2.2

2.4

2.6

2.8

3

3.2

3.4

3.6

Nov 2008
+ Mr. Chen 

appointed acting 
Chairman

+ Independent SAC 
board committee 
appointed

Jun 2009
+ GOME announced 

Bain Capital 
investment and 
open offer

+ Liquidity issues 
resolved

+ Trading resumed 
after long 
suspension

Sep 2009
+ GOME announced 

new 2014 CB
+ GOME announced 

RMB 1,326 million 
old 2014 CB 
buyback

Nov 2009
+ GOME announced 

second round RMB 
498 million old 2014 
CB buyback

May 2010
+ Bain directors 

reappointed
+ GOME 1Q results
+ Strategic cooperation 

agreement signed 
with LG

Jun 2010
+ GOME 

separated 
Chairman and 
President roles 
for best 
practices

Jul 2010
+ GOME 

announced 
strategic 
cooperation with 
Haier and Sharp

Dec 2008
+ E&Y audit 

August 2010
+ GOME 

announced 
strong H1 
results
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Management Fights Back: 
Relentlessly Focused on Operations

Store network optimization

– Closed 214 underperforming stores from beginning of 2009 to 20101H to improve overall profitability

– Opened 95 stores from beginning of 2009 to 20101H

Enhanced overall profitability

– Designed and implemented new supplier contract structure aimed at consolidating all out of contract terms 

into the contractual agreements

– Enhanced product management expertise, Introduced differentiated product mix with higher margins 

(ODM/OEM), and Added over 200 new brands and over 20,000 new inventory storage units

– Remodeled and transformed existing store layout from brand-oriented to product-oriented

– Improved after sale services

– Provided training to sales associates to better serve customers

Further initiatives

– ERP system upgrade

– Continued cost control

– Designed and launched 5-year blueprint aimed at maximizing value for all shareholders
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Financial Performance Since the Crisis

Revenue
(RMB billion)

Operating Profit
(RMB million)

Avg. Sales Per Square Meter
(RMB)

Avg. Sales Per Store
(RMB 10K)
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1,338 1,435 1,441
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1,780
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1,000
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2Q08 3Q08 4Q08 1Q09 2Q09 3Q09 4Q09 1Q10 2Q10
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Strong Future

“Powerful demographics 
and a plan to capture 

the benefits”
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Macro Environment Improving
Policy Tail Wind

Tier 2 Market Growth

Replacement Cycle Led By CRT To LCD

Limited Impact From Housing Market
Tier-1 MarketTier-2 Market and 

Rural Areas

100 94 95

133

10

30
49

99

0

50

100

150

Air Conditioner Refrigerator Washing
Machine

TV

Units In Possession / 100 Households

Exchange Old For New 

Jan – May sales reached RMB 50.0 billion 
with 13.1 million units sold

Policy extended to 2011 year end 

Go Rural – Volume Up, ASP Stable

Jan – May sales reached RMB 54.2 billion 
with 25.7 million units sold

Policy effective till end of 2014

Source:  “Old For New” and “Go Rural” websites, analyst research

Source:  CEIC, analyst research

474
286250227

0

200

400

600

Air Conditioner Refrigerator Washing
Machine

TV

60

Source:  CEIC, analyst research

CRT

LCD

Home Appliances Possession in China 
(million units)

Living Property Sales

Investing Property Sales

Impact On
Home Appliances Sales

High

Low

Tightening 
Impact

Low

High
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A New 5 Year Blue Print to Create the Most 
Shareholder Value

Tailor store formats to 
local markets

Improve in-store 
execution

Drive incremental 
revenue via Value Added 
Services

Improve supply chain 
and ERP

Widen OEM/ODM and 
differentiated product 
offerings

Expansion focus on 5 
priority regions

Strengthen leadership in 
T1 markets and continue 
to optimize network

Open stores in T2 and 
rural areas

Re-establish brand equity 
with consumers

Capture consumer needs 
via customer segmentation

Collaborate with vendors to 
optimize product mix, price, 
and marketing

E-commerce

Category Expansion

Potential M&A

Blue Print

Expand 
foot print

Improve operating 
efficiency

Improve consumer and 
vendor relationships

Expand Footprint Improve Operating 
Efficiency

Improve Customer and 
Vendor Relationships

Develop New 
Businesses

(1) Additional revenue:  
RMB30,000 to 35,000 million

(1) Revenue:  Expected 5 year additional revenue contribution from implementation

Additional revenue:  
RMB5,000 to 8,000 million

Additional revenue:  
RMB4,000 to 6,000 million

Additional revenue:  
RMB10,000 to 20,000 million +



INTERIM RESULTS 2010 |  Page 19

Real Estate – Market Prioritization

5 priority geographies with high market growth potential ’09-’14

09-14 market growth (100mn RMB)

• Yunnan

• Xinjiang 
• Tianjin

• Greater Sichuan 

• Qinghai 

Shanxi

• Greater Shanghai 

• Shandong 

• Jilin • Jiangsu

• Zhejiang • Hubei 

• Heilongjiang

• Chongqing

• Greater Beijing • Guangdong 

• Hainan

• Gansu 

• Anhui
0

50

100

150

200

250

300

350

400

0 25 50 75 100 125 150 175 200 225 250 275 300 325 350 375 400 425 450 475
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Expanding Foot Print to Maintain Leadership

T1 
Markets

T2  
Markets

344
priority 
regions
(74%)

154 
priority 
regions
(60%)

122
Other 106

Other

466 260

2009

Total
% T2
% Priority

726
36%
69%

T1 
Markets

T2  
Markets

+123=467 
priority 
regions
(74%)

+410=564 
priority 
regions
(73%)

+42=164
Other

+99=205
Other

631 769

2014E

Total
% T2
% Priority

1,400
55%
74%

Leverage hub resources and infrastructure 
to further penetrate Tier-2 markets

Priority Regions

Greater 
Sichuan

Guangdong

Greater Beijing

Shandong

Greater 
Shanghai

Greater 
Sichuan

Guangdong

Greater 
Shanghai
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Critical Infrastructure Investments in the next 5 years

Remodeling Program

(~400 stores)

Self Constructed Super 
Flagship Stores

(~11 stores)

ERP Implementation 
and Upgrades

The new ERP system is critical for improving GOME’s retail and SCM capabilities

Continued investment in the new ERP system is expected to be between RMB 400 to RMB 500 
million

Will continue to remodel existing stores to enhance shopping experience

Expected to cost approximately RMB 1 million per store

Store network under coverage will be able to pool inventory to improve inventory turnover

Construction cost is expected to be approximately RMB 200-250 million for each regional 
center and approximately RMB 400-500 million for each national center

National  and Regional 
Distribution Centers 

(~11 centers)

Key step in creating a differentiated store portfolio, 4 stores in Tier-1 cities and 7 stores in 
Tier-2 cities

Construction cost is expected to cost approximately RMB 400 million per store in Tier-1 
cities and approximately RMB 150 million per store in Tier-2 cities

Store Expansion Plan 

(~700 stores)
Continue to expand store network with a view of to open ~700 more stores by 2014

Expected to cost between RMB 1 million to RMB 3 million per store
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Enhance Core Capabilities to Maximize Customer 
Satisfaction

CapabilitiesConsumer Traits 

Develop new and enhance existing capabilities to connect with the evolving 
consumer electronics consumption dynamics

Consumer

Demand Professional and 
Technical  Assistance from 
Sales Staff

Quality Shopping 
Experience

Leisure Life Style

Expediency

Unique and Full Product 
Selection

Quality Sales Staff

Functional Store Layout

Function and quality 
rather driven than brand

Merchandising and 
Product Management

Differentiated  3C 
Product Portfolio

Remodel Existing 
Store FormatCustomer 

Centric 
Approach

Value Added Services –
Membership Program

Different Store Types – New 
Super Flagship Stores
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The Special 
General Meeting

“It is a fight for the 
best interests 

of all shareholders”
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Unwarranted Requisition

Context

Mr. Wong’s Requisition Board and Management say:
A series of incidents related to Mr. 
Wong had dragged company into 
crisis

Management team successfully restored 
GOME from crisis to financial stability and 
operational strength

To remove Mr. CHEN Xiao as 

Executive Director and Chairman of 

the Board, and Mr. Sun Yi Ding as 

Executive Director 

To nominate Mr. ZOU Xiao Chun 

and Ms. Huang Yan Hong as 

executive directors

To cancel the Existing Issue 

Mandate that was approved by the 

Shareholders during the company’s 

AGM on May 11, 2010

Mr. Wong’s claims are driven by the interests 
of one shareholder and unanimously opposed 
by the Board and management

The Board and management team has always  
acted and continues to act in the best interest 
of GOME and its shareholders as a whole

Mr. Wong’s nominees don’t have the same 
depth of industry experience and recognized 
leadership as Mr. Chen and Mr. Sun

The cancellation of the Existing Issue Mandate 
could significantly restrict management’s 
flexibility to access capital  during times of 
crisis as evident between 2H2008 and 1H2009 
and the ability to execute its 5 year blue print 
that requires significant on-going capital 
expenditures

The requisition
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The Right Management Team in Place
Name Position Age Experience

CHEN Xiao
Chairman and  
Executive Director 52

Responsible for the Company’s medium to long term planning and leading the 
Company’s strategic transformation efforts 
Mr. Chen founded China Paradise Electronics Retail Limited

WANG Jun 
Zhou

President and 
Executive Director 48

Oversees the Company’s daily operations and performance 
Mr. Wang has been with the company since 2001 and held various leadership 
positions including General Manager of operations center, strategy center, and head 
of the Company’s operations in Southern China

WEI Qiu Li
Vice President and 
Executive Director 42

Responsible for organizational planning and human resources
Ms. Wei has been the driving force behind the formation of key functional groups 
such as pricing, management training, and administration

SUN Yi Ding
Vice President and 
Executive Director 42

Responsible for the Company’s business operations including logistics, store 
operations and development 
Mr. Sun has been instrumental to building and developing the Company’s nationwide 
inventory management and logistics network

LI Jun Tao
Vice President, 
Purchasing 44

Leads the Company’s home-appliances, small consumer appliances product groups
Mr. Li spearheaded the Company’s recent landmark strategic cooperation 
agreements with key suppliers such as LG, Haier and Sharp

HE Yang Qing
Vice President, 
Brand Management 46 In charge of brand management and customer satisfaction

Mr. He has been a critical force behind the Company’s ~RMB50 billion brand

MU Gui Xian
Vice President, 
3C Products 38 Responsible for the Company’s 3C product groups

Mr. Mu’s extensive experience has helped the Company development its 3C products

GAO Qun
Director of Corporate 
Development and 
Investor Relations

41
Heads the Company’s M&A, strategy implementation, and capital markets operations 
and oversees the investor relations department
Mr. Gao has over 10 years of leadership experience in corporate development, 
financial management and corporate strategy with Fortune 500 companies

FANG Wei
Director of Finance and 
Acting Chief Financial 
Officer

38
Responsible for the Company’s daily financial operations
Solidified banking relationships during liquidity crisis
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General Mandate Crucial For Long Term Growth and 
Maximizing Shareholder’s Value

To Capture Further 
Opportunities

To Drive Sales 
Growth and Margin 

Improvement

A Key Source 
of Capital 

Company requires ~2.5 billion to ~4.0 billion of liquidity for working capital at any given time

Rapid access to capital markets proven to be a necessity during 2H2008 and 1H2009

Store network expansion and refurbishments

Self owned national and regional distribution centers

Self owned flagship stores in key locations

ERP implementation and upgrades

E-Commence

Potential merger and acquisitions

New business opportunities
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Recommendation
The Board strongly recommends the support to the Company by endorsing the existing management team and 
by giving the management team the mandate to continue to build on the achievements since the launch of the 
formal investigation into Mr. Wong in November 2008

The Board recommends all shareholders to Vote FOR Resolutions:
1. THAT Mr. Zhu Jia be re-elected as a non-executive director of the Company;

2. THAT Mr. Ian Andrew Reynolds be re-elected as a non-executive director of the Company; 

3. THAT Ms. Wang Li Hong be re-elected as a non-executive director of the Company; 

The Board recommends all shareholders to Vote AGAINST Resolutions:
4. THAT the Company’s general mandate to allot, issue and deal with the Company’s shares, as passed at this year’s annual 

general meeting of the Company held on 11 May 2010, be cancelled;

5. THAT Mr. Chen Xiao be removed with immediate effect from his office as executive director and Chairman of the Board of the 
Company;

6. THAT Mr. Sun Yi Ding be removed with immediate effect from his office as executive director of the Company;

7. THAT Mr. Zou Xiao Chun be appointed as an executive director of the Company with immediate effect; and

8. THAT Ms. Huang Yan Hong be appointed as an executive director of the Company with immediate effect.
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Thank you



Appendix
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Stable Supplier Relationships

9.4% 7.7% 5.5% 5.5% 4.7%

32.8%

Haier Samsung Midea Nokia Sharp Total Top 5

10.1% 7.9% 5.9% 4.8% 4.3%

33.0%

Haier Samsung Midea Nokia Sharp Total Top 5

Top 5 Supplier’s for 1H2009

Top 5 Supplier’s 1H2010



INTERIM RESULTS 2010 |  Page 31

Improved Category Gross Margins

Primary drivers for improved gross margins:

Increased mix of higher margin products 

Improved purchasing agreements

11.5% 10.7% 11.2%

8.9%

13.6%

6.5%

9.9%10.3% 9.3%
10.4%

7.6%

13.4%

6.0%

9.5%

0%

5%

10%

15%

20%

AV Air Con Refr & Wash Telecom Small 
Appliances

Computer Digital
1H2010 1H2009
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Shanghai, Beijing and Guangzhou remain the largest 
market for GOME

Total: RMB 24.9 billion Total: RMB 20.5 billion

6%
5% 6%

10%

11%

10%

15%

37%

6%
4% 7%

10%

11%

11%

14%

37%

Shanghai

Beijing

Guangzhou

Shenzhen

Tianjin

Fuzhou

Chengdu

Other
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Product Mix Shifting to 3C Products

1H 2009

Total:   RMB 20.5 billion

31.0%

17.3%
14.2%

10.2%

14.7%

7.2%

5.4% AV

Refrigerator and
washing machine

Telecommunication

Small electrical
appliances

Air conditioner

Digital

Computer

1H 2010

Total:   RMB 24.9 billion

30.5%

16.9%
14.1%

10.9%

13.4%

7.4%

6.8%
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As of June 31, 2010 Group GOME China Paradise CellStar

Flagship stores 79 63 16 0

Standard stores (incl. supermarket stores) 637 532 105 0

Specialized stores 24 3 1 20

Total: 740 598 122 20

Tier 1 Market 480 366 96 18

Tier 2 Market 260 232 26 2

Net store increase (decrease) in 1H2010: 14 18 (4) 0

Stores Opened           39 36 3 0

Stores Closed 25 18 7 0

Number of cities accessed: 200 168 52 6

Tier 1 Market 26 20 9 1

Tier 2 Market 174 148 43 5

Number of cities newly accessed 2 2 0 0

Store Network


