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2050

* 9 billion people

* High quality of life

* One planet living
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he sustainabllity challenge

Improving people’s live CEcological footprinD
while respecting the limits of natural resources - 7

Excesds bicasphera's average
CAPACitYy per parson,
high development

o

Threshold for high human development

L
*
@

4]

(uoeied ed esmosy paof p00g uuds 4 eofojong

I
=

Excesds bicsphere's average capacity
per peraon, low development

w

Human
Development
Index* "epfon

om, low developrent Indli

L]
Woorld aversgs biocspacity availabls per pereon, ignonng the needs of wild species

P

-

1 1 1 1 1 1 1 | o

0.2 0.3 0.4 0.5 <} L 0.8 02 1.0
@ Morth America % Middls East and Hurnan Developrent Index
@ Europ=EU Certral Asia Country populatien (coloursd by region): Historical trend s for named selectad countries
@ Europs Non-EU @ Asia-Pasific {2002 dot colousd by region and sized by popu lation):
. . . Wara than 103 il ior— 30 millicr— 10 rnillion— S million — less than
L ;:'E':’“‘_‘::”“ and Africa O 1 hillicn 1 billion ® 0 Tiien  ® 3 milion ® Jomilion  * Smillen 1975 1980 1985 1290 1995 2000 m;a
arilsbean

*HDI = life expectancy + education level + purchasing power
Source: WWEF Living Planet Report



PHILIPS

The economic opportunity: Circular models have
potential of EUR 250-500 Bln annually for EU

Net material cost savings in complex durables with medium life spans
EUR billions per year, based on current total input costs per sector, EU

Key insights
400 - 485 _ _
. . * Decoupling economic growth
Office machinery and from increased material flows
_ computers is enabled by Circular
Medical precision and Economy
- optical equipment « Circular economy requires
262 — 292 B Radio, TV, and new business models and
- communication can be source of innovation
I Furniture + Successful propositions are
I I Other transport emerging around the world,
Electrical machinery mainly in B2B
and apparatus + A shift from ‘owner’ to ‘user’
Machinery and for custqmers and frgm _
equipment transactional to re_Iat|onsh|p
, sales for companies
Motor vehicles _
* Reverse cycles will not only
- be confined within an
Transition Advanced industry but also ‘cascaded’
scenario (2018) scenario (2025) across different industries

Source: Ellen MacArthur Foundation, McKinsey



“Traditional approaches to business will
collapse, and companies will have to develop
iInnovative solutions. That will happen only
when executives recognize a simple truth:

Sustainability = Innovation.”

-- CK Prahalad et al, “Why Sustainability Is Now the Key Driver of Innovation”; Harvard
Business Review
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Innovation is the core of our Mission and Vision
“At Philips, we strive to make the world healthier and more sustainable

through innovation.”
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Heren

We will be the best
place to work for people
who share our passion

Together we will deliver
superior value for our
customers and shareholders

Improving people’s lives through meaningful innovation
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Our EcoVision program for sustainable innovation
IS creating shared mid- and long-term value

EcoVision program commitments by 2015

» 50% of sales from Green Products

* More than € 2 billion Green Innovation investments

* Improve the lives of 2 billion people

« Improve the energy efficiency of our overall portfolio by 50%

* Double the amount of recycled materials in our products
and double the collection and recycling of Philips products

uoisuawip |ed130]0d3

A Healthier
and more Sus-

tainable
World

Social dimension
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With EcoVision5 we will invest
more than 2bln € until 2015 asimpleswitch.com
In sustainable innovation

Lifetime

and disposal  reliability

» Philips focused on embedding EcoDesign with attention
to six Green Focal Areas

Recycling

« Starting with EcoVision4 in 2007, we invested already
more than 1 bin EUR in research and development of
green products and solutions and reached 39% in 2011

» Green products defined as minimum 10% improvement in
at least one of the six Green Focal Areas; audited by
independent external party (KPMG)

Hazardous
substances

90006

Packaging

Energy
efficiency
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Sustainability drives innovation at many levels

Lighting examples, illustrative only

«
Product level: Philips EcoDesign MasterLED u

Glow
asimpleswitch.com

Solutions level: Turnkey Light and
Projects & Solutions Healthcare
as a service
System level: Multi stakeholder Value creation
involvement across the value with carbon

chain credits

10
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Example Re-Make (Lighting, product-level):
Technology breakthrough-Master LED A19

Compoatition Raequiremaonts

75% energy reduction compared

to incandescent lamp Light Output More than %00 mens

25 times longer lifetime than
comparable incandescent lamp

asimpleswitch.com

L-PRIZE*

11
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Example Re-Think (business model innovation):
Light as a service / “Pay per Lux”

Ambition and guiding principles

* True, ambitious and visionary partnership, with a
economic interesting perspective from both sides

« Pay for use instead of pay for possession (“Performance
Lease”)

« State of the art installation with LED and dynamic lighting
« Taking into account employee happiness and productivity

« Materials stay in possession of Philips (assumption:
recycling costs will be paid out of material value increase)

« Disposal and/or re-use of old materials is included

 Lighting energy bill will be paid by Philips, to stimulate
further innovation

* Turnkey solution, including maintenance

» Contract period of 60 months
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Example Re-Frame: System-innovation:

Luz Verde Project Mexico N\
CDM-based / Carbon Emission Rights

Shareholder of X 4
Cool NRG

Philips

—

Sales of CFLi
At low margin at
normal payment
term

CER’s

United Nations
& Mexican Governme




In 2013 Philips has committed to long-term Circular
Economy program with strong local and global
partners including The Circle Economy, City of
Amsterdam and the Ellen MacArthur Foundation

“For a sustainable world, the transition from a linear

to a circular economy is a necessary boundary
condition. A circular economy requires innovation in

the areas of material-, component- and product IC
reuse, as well as related business models.

By using materials more effectively, economic growth will eventually be
decoupled from the use of natural resources and ecosystems.”

-- Frans van Houten, CEO Philips, “Unleashing the Power of the Circular Economy”;
Report Circle Economy, April 2013



Innovation for sustainable development
requires to understand global trends and
to Re-Think, Re-Frame, Re-Make our
product, solutions and system
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Philips: A strong diversified technology company
leading in health and well-being

Philips

Geographies'
Healthcare Consumer Lighting Western North Other Mature Growth
Lifestyle Europe America Geographies  Geographies?®

26% 31% 8% 35%

Since 1891 €24 .8 siion 118,000+ $9.1Billion

Headquarters in Sales in 2012. People employed Brand value in 2012
Amsterdam, the Portfolio consists of  worldwide in over 100
Netherlands ~65% B2B countries

T Full year 2012 businesses

2 Excluding Central sector (IG&S)
3 Growth geographies are all geographies excluding USA, Canada, Western Europe, Australia, New Zealand, South Korea, Japan and Israel
Note - All figures exclude discontinued operations
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Some recent awards and recognitions

Dow Jones
(. Sustainability Indexes E ! 0

Super Sector Leader Category =
Personal and Household Goods The World's T

2012/2013 Sustainable 5

5 U.S. DEPARTMENT OF

most Sustainable Stocks

Significant advancement in LED
lighting by US Department of Energy

NEEH . GREEN RANKINGS

wationsl rn: far Environment & Feslib v

Global Top 10 of Newsweek
2011 ranking of greenest

Environment Excellence Award for
Philips Lighting Pakistan

Eight year in a row, included in 20

Best score for Supplier Sustainability
out of five multinational finalists

Top score for Carbon Disclosure
Leadership Index and the Carbon
Performance Leadership Index 2012

\“\J 7
el N

“Most Responsible Company Award’
for Philips China

18
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The ecological footprint

&
GIDMI Foo?prinf NEMOI'EC Contact Community Donate Sitermagp Langus | ]
% Advancing the Science of Sustainability

PARTMNERSHIPS RESOUR

Footprint Basics - Overview

Humanity needs what nature provides, but how do we know how » “rour Ecological Footprint
much we're using and how much we hawve to use?

Introduction

Overview

World Footprint The Ececlogical Footprint has emerged as the weorld’s premier »Clcaaar)

Footprint for Nations . measure of humanity’s demand on na.ture. It measures how much T
: land and water area a human population requires to produce the ++ Blog

Ecological Creditors and Debtors | resource it consumes and to absorb its wastes, using prewvailing

technol 3
Qur Human Development schnology

Initiative i
The Footprint and Biodiversity The Ecolcgica[ Footprinr
Footprint for Cities MEASURES

horew fost we consume rescavces and g-c.—neta-r.— Qs
Footprint for Buzines=s

Carbon Footprint

Per=onal Footprint

Frequenthy A=zked Questions
Tinbet & proper

henw fast natws con absorh our woste and generate neew rescurces e

Cropland & pashers

www.footprintnetwork.org 19
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The Human Development Index

COUNTRIES HDI TREMDS BUILD YOUR OWN INDEX WORLD MAP INDICATORS DATABASI ABOUT THE DATA
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Designations used: The depiction and use of boundaries and geographic names on this Wehsite are not warranted to be error free nor do they necessarily imply official

endarsement or acceptance by the United Mations.

www.hdr.undp.org
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