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PHILIPS
Philips profile

Becoming the leader in Health and Wellbeing

Who we are

Our businesses*

Our mission

Sales over EUR 26 billion

(USD 33 billion)
Over 30% in emerging economies

116,000 employees
Sales and service outlets in 100
countries

Globally recognized brand
(42" most valuable brand

according to Interbrand)
Our brand value has almost
doubled to $8.1bn since 2004

€1.6 billion investment in
R&D, over 6% of sales
55,000 patent rights — 33,000
registered trademarks — 49,000
design rights

. Healthcare

. Lighting

. Consumer Lifestyle

PHILIPS

sense and simplicity

“A global company
of leading
businesses
creating value with
meaningful
innovations

that improve
people’s

health and well-
being”

* Philips 2009 indicative




PHILIPS

The Philips Health and Wellbeing
strategy leverages global trends

Aging population and changing demographics
The number of people aged over 60 will double from
500m today to 1 billion by 2015,

Connected communities and differentiated lifestyles
Empowered consumers are demanding a broad
spectrum of solutions to fulfill their personal needs.

Globalization and urbanization

Emerging markets already produce 28% of global
GDP and play a crucial role on the global scene.
Moreover, half of the world population lives in cities,
representing 70% of the world’s energy consumption

Climate change and sustainable development
19% of global electricity consumption is used for
lighting. And we have the opportunity to save
40%...or 600 power stations worth of energy!




The power of Healthcare

Further strengthening our global leadership

Total sales EUR 2.5 billion

Total sales EUR 8.0 billion

3%

25%
33%

Imaging Last 12 months

. June '09
Customer service 14%
Clinical care

0

Healthcare informatics 15% 13%

and patient monitoring

Home healthcare solutions



The power of
Consumer Lifestyle

Focusing on differentiating profitable businesses

Total sales EUR 9.5 billion

Total sales EUR 9.0 billion

Domestic appliances

Shaving & beauty

Last 12 months

Health & wellness June '09

TV

Audio & video multimedia

Peripherals & accessories

Other



The power of Lighting

Focusing on differentiating profitable businesses

Total sales EUR 4.5 billion

Total sales EUR 6.8 hillion

Last 12 months

June 09 = 3%

. Lamps & lighting electronics

7%
. LED components/modules
6%
Professional luminaires
34%
Consumer luminaires

Automotive/special applications



Key takeaways

 We are managing the recession head
on by driving operational excellence
and will come out stronger, ready for
the upturn

 While managing today’s reality, we
remain focused on our longer-term
strategy and conditions for future
success




Background : Philips Management Agenda 2009

Accelerate change Implement strategy

Relentlessly manage cash Organize around customers Further build the Brand in the

through the year and markets thereby Health and Well-being space
improving Net Promoter Score

Proactively align cost Continue to re-allocate

structure with market Increase Employee resources to growth

conditions and increase Engagement to high opportunities and emerging

productivity performance level and markets, including
implement “Leading to Win” selective M&A

Manage risks and

opportunities in a balanced Accelerate sector Increase revenue derived from

way to strengthen our transformation programs leadership positions

market positions

Our 4 key financial performance metrics:  Revenue, EBITA, Cash, Productivity
Our 2 non - financial performance metrics: Net Promoter Score, Employee Engagement



We accelerated existing plans to address our cost
structure

In view of macro-economic developments, Philips accelerated their planned initiatives to further increase
organizational effectiveness to lower fixed cost by streamlining operations and simplifying the structure.

Our restructuring plans announced so far in 2008 and 2009 will lead to a reduction in our fixed cost base
of more than EUR 600 million on an annual basis.

Restructuring Cost Cash out Benefit
EUR million FY2008 1Q09 2009 3Q09E 2009E ! 2HO9E
Healthcare (65) (20) (30) (100) 65
Consumer Lifestyle (198) (13) (30) (40) (135) 125
Lighting (222) (16) (76) (40) (195) 56
I&EB (18) (1) (8) Moved to GM&S

GM&S (13) (1) (4) (35) (40) 26
TOTAL (516) (31) (128)  (145) (470) 272

Note - These numbers exclude acquisition-related charges of EUR 131 million for FY2008, EUR 19m for 1Q09, EUR 20m for 2Q09 and EUR 25m for 3Q09



We improved our pricing discipline

Which helped mitigate the volume/ mix impact

Account example

Despite down market (-25%) improved pricing
techniques have led to overall price increases

for the entire account

Net net pricing

117 117
100

Q308 Q408 Q109

Index Q3 08 = 100

143

Q2 09

Fluorescent Lamps example

Despite down market (-30%) improved pricing
techniques focusing products on specific
growth segments has led to improved margin
capture

Gross margin

e

100 106 117

Q308 Q408 Q109 Q209

Index Q3 08 = 100



And took concerted actions together with our
suppliers on purchasing conditions and terms

» Together with our top 300 suppliers (~80% of spend) we outperformed the market
» Improved our cash position through extension of payment conditions
* Monitor financial health and capacity utilization of our suppliers to avoid supply risks

Spend, indexed Payment terms, indexed
107
100 102 99 93 100 100 99 97 99 100
84
76 79
Q1°08 Q2'08 Q3’08 Q4°08 Q1’09 Q2’09 Q3’09 Q1’08 Q2’08 Q3’08 Q4’08 Q1’09 Q2’09 Q3'09

Index Q1 08 = 100 Index Q1 08 = 100



We focused on strict working capital management

Significant improvement in cash flow

Working capital, Amounts in EUR million

—&— Working capital as % of sales

1] Working capital
1,200 - 18
r———
15
900
12
600 9
6
300
3
0 0

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



And further improved risk management

Philips recognizes different risk categories and has taken measures accordingly.
Current market situation asks for even more demanding controls which have

been put in place.

Q Capital expenditures
Q Supplier risk

& Credit risk

Q@ Risk of obsolescence

@ Foreign Exchange
@ Country risk

Capital expenditure target in place to reduce investments in
line with sales decrease

We strengthened the purchase team to more closely
assess our supplier risk

Proactive assessment on our stakeholders regarding our
exposures and focus on cash flow / liquidity, where
necessary at the expense of bottom line

Production carefully managed to prevent excess inventory,
risk of obsolescence and write-downs

Active hedging policy in place on transactional risk

We closely monitor the country default risk



Key takeaways

 We are managing the recession head
on by driving operational excellence
and will come out stronger, ready for
the upturn

 While managing today’s reality, we
remain focused on our longer-term
strategy and conditions for future
success




No compromise with respect to the Lighting strategy
Simply Enhancing Life with Light to deliver Health and Wellbeing

.
Entertainment
...enhanced
...breathtaking shopping
shows experience

Home

...healthier, 8 re'ix'?g
more productive atmosphere
workplaces

People-centric
end user-driven

Outdoor

Industry

...safer, Lighting solutions ___|.Vab!¢,
' secure cities
more productive
factories

Healthcare

@ Hospitality
...Clear hotel
: identity and

...Safer travel

... healing faster



Market lifecycle

We know where to invest in order to grow and win in

the future

Upstream: focused R&D spend to ensure

strong product portfolio

From... ... 10

Components Applications

Mature New

Conventional LED
Emerging

Growth

Mature

Decline

»

Improved Newto Newto
product category Philips

New to
World

Innovation type

Downstream: increasing end-market reach to

enable go-to-market advantage

jLLHhﬂ

Trade Architect Construction
Distribution  designers user Partners &
Alliances

* End user Approach — build frontline resources and
penetrate new / grow existing end user accounts

 Services Offer— develop a range of service
propositions by building on existing pilots

» Trade Position—reinforce collaboration with
wholesalers and distributors



And continue to acquire in support of our strategy

Solutions
Light sources Applications
Lumileds (LEDSs) LTI (Entertainment) Bodine (Emergency ballasts)
TIR (LED modules) Dynalite (Controls, Genlyte (Fixtures & services)
energy management) PLI (Home Lighting solutions)
Teletrol (Building ColorKinetics (LED applications)
automation systems) Selecon (Entertainment solutions)

lIti Luce (Architectural Indoor
solutions)



Customer intimacy and brand preference are at the
heart of our strategy

Lighting contributes to the overall Philips brand value

Philips brand value Customer loyalty

. Measured through NPS
d
Philips was the 42" m_ost (Net Promoter Score)
valuable brand according to
Interbrand in 2009 Improvements achieved through:
» Global account management providing one-face-
. fg Our brand value has almost to-customer g P J
doubled to $8.1bn since - -
2004 : » Simple pricing
e Strong after-sales management
* Promotion of product benefits
Driven by: Philips Lighting NPS result
« Product innovation rne., 13%
not leader
» Corporate campaigns 29 %
e B2C media communication
leader or leader or
+ Targeted regional communication (Asia- CO;'f%/der co-Ie:Zlder
Pacific) ° e
e, : I
SO e

* Brand value measured by Interbrand; NPS measured by Philips



While focusing on people engagement and

leadership effectiveness

Strong leadership, a highly engaged workforce

Employee Engagement Index

High performance benchmark

70

64

61
59

2005 2006 2007 2008 2009
(target)

A strong leadership team

60 culturally diverse top leaders focus on driving
our global businesses to reach their short and
long term goals.

A high performance workforce

The annual ‘employee engagement index’ polling
over 90,000 of the Philips workforce is touching
the high performance benchmark of the 3rd party
agency managing the survey.

Living the values
Philips has four simple values which ‘live’ within
the company and drive the actions of our people.

An eye on the leaders of tomorrow
We structurally manage our talent, offering fast-
track, stretch opportunities for top performers to
ensure a quality succession pipeline for our
leadership team.



Philips Lighting : Making the Difference

A unique perspective on creating value

Partners in

Meaningful

solutions

innovation

“Simply enhancing life with light”



Summing up: a
recipe to deal with
the recession and
lead In transforming
the industry



Lighting structurally more competitive

Carefully managed actions position us well for the upturn

Key Philips Lighting actions

Lowering our break even point

Manage today’s reality:

* Reduce cost base

* Strengthen pricing discipline to
manage margins

* Manage cash through reduced
working capital

* Accelerate streamlining of our
manufacturing footprint

* Reduce capital investment

Get ready for the future

* Continued M&A

* Continued R&D investment

* Invest in emerging markets

* Broaden portfolio in strategic
areas such as controls

* Leverage Intellectual Property

Variable costs

A Variable cost control

» Supply contract
renegotiation

* Reduce discretionary
spending

Fixed cost variabilization

* Reduce headcount

e Streamline industrial
production

Optimized fixed costs
* Reduced SG&A
v ° Optimized CAPEX

Fixed costs




Act on today’s reality; invest In
tomorrow’s opportunity

Rules of the road in tough times

@ Make sure you have the right portfolio to win

o Stay focused on the drivers of cost and working
capital management

@ No compromises regarding the balance sheet

@ Risk management and scenario building essential

o Keep investing in the drivers of innovation and
growth i.e. R&D, brand, commercial capabilities, M&A

@ Stay connected; do not become self-centered. Work
with your customers and suppliers

O Rigorously manage short-term performance but
fundamental ambitions and strategy to remain intact

O Stick to your choices; stay the course; never
give in on your core values !

O Keep people engaged! Pride and passion essential!

© Stimulate a culture of continuous improvement!



Q&A

Rudy Provoost






