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Setting the scene

Royal Philips Electronics Q3 2004

Divisions =817 .5

Turnover =Rk : 30 billion Euro (300{Z kX 7T)
Businesses I Ef . 60

Countries E=x : 180

Locations Bl : 700

Products 7 : 25,000

Suppliers Y] : 50,000

Patents Z X : 100,000

People nI : 165,000
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New brand positioning as guiding principle




- —Sustalnablllty, the blg plcture
ARFERE —lllmjt%s- <




— |

Philips & Sustainability ¥R ESAFE LR

“‘We recognize the need to perform not only against a single, financial bottom
line, but against a triple bottom line. This involves the simultaneous pursuit not
only of economic prosperity,and environmental quality, but of social equity as

well.

“BAVARB -7 FJER, FREER
B-MRELE, M EEER={L—
R IR LR X 3 2 B [E oHE SR ¥ 5 v
B2 RRERPURELMEA.

Gerard Kleisterlee
President & CEO of Royal Philips Electronics
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What Is sustainability (3P’s)?
TARAFERRE?

4 4
ENVIRONMENTAL ECONOMIC SOCIAL EQUITY
CAREX/UINE VIABILITY H2RIE
(PLANETTTE) K5 RBEESD (PEOPLEA)

(PROFITFI3)

A

SUSTAINABLET &4 X &
Covering the triple bottom line

HEIX =KL
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Why Sustainability? A+ AB A FE X R ?

— Value of a company comes from: ATHNMERE T
« Business and physical assets
EENMBREEF
» Intangibles — up to 75% of total value ("The Brand’)
TR - 5B MENT5% (“mhE”)

— Changing roles on supranational level: TBREREZH LW ABETE:
» Limited control of governments
BRI IRE R
« Growing influence of business
A HEIEET K

— Transparency and accountability are becoming paramount

ERENTEEEBERANEE
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Sustalnablllty as business driver

PR RN LSS HED) I

Traditional main critical success factor EZNEERIIEE
= Return On Investment  ¥&E R
= Measurement tool: $$ EZ¥ITE

Additional main critical success factor MMM EE RN EE
= Social Return On Investment KR TELER
= Measurement tool: project dependent but in any case related to the
company strategy:
ZRIERFEITBEMAEELRLIATSAREIEE X
> Measurable improvement of Quality of life$g & 4 /& mit
» Right to Health and Education in our environment

BREEMEENRF
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What are we talking about — the definitions & X:

Sustainability is defined as “meeting the needs of the present
generation without compromising the ability of future generations to
meet their own needs”

AiFEL/RNENRA: BEIARANER EBFARUBRE TR A
TFRWEDARMN

Sustainable development is the path to sustainability

A F4ERT X /7 B R Al T4 R R RV E B

Sustainable entrepreneurs

are companies pursuing this path

A /F8e & I Y 10l
REXFE R A FE K RERN B
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Philips Sustainability Policy ¥ FlJE Al 4L & B BUER

econemic prosperity

of the mast challenging issues fazing the warld

nmitment

Philicss adheres o the Business Pledge for Action adopted by

the world business community ar the 2002 Johanmesburg Warld
Summit for Sustaimabls Developmenc

Sustainability policy

Since Philips was founded in 1891, it has worked 1o improve socid equity and envirennmvental qualice. preving
that responsibie business is gaod business. Crperating this way, the company has been able o improve

inself, its stakeholders and souety at birge. With its oradition of integrating
econemic, enviranmantal and social issues. Philips understands that sustainable development is ane

= Philips maintains and sorengthens a culoare of sustainable

entrepremeurship, in line with it sustainabilicy policy.

* Philips invests in ity employess and creates a work environment

Sustainabily is the op Ry Wi £rirace, that enmablis tvem boreach e full ptental
* Responsibaby is the standard by which we should expe * Philips oprimizes i inovations, business soranegy and
be judped - N . cocsand

bitty 15 the abiigation we assume.
pis the par
2. Philips wil

Iy We pursue.

= Philips expecrs i business parmers w be commited o

mainmning eenstructive relinionshaps with stale holders

sustaimable development.

o mearingfil techmalogy driven by the needs of saoiety
* Behave responbly, living up to the Philips values, brand

promise and General Business Principles

e 1o

it i mantan trst frough ransparency
and accountabilicy

* Depend on and work with siakeholders insde and cutside
the &

mpary.

Ll
)

fm
A s tam
i

U

= Phalips 15 acnve in the COMMMUNITY, SURPOFTING IMDATES 10

improve people’s lves, and s focusing on education and
healtheare. particulariy for the underprivileped.

* Philips measures and verifies s sustinabdicy performance and

pubdishis results annually

* Philips engapes overmments, non=gavernmental crganizansng

(NGDs) and companies T expiors new businesses and

emerging markers o improve qualicy of ife

PHILIPS
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“Philips expects its business partners
to be committed to
sustainable development”

“CRERIE CHIBTM & EA
WH Y F JFELRE"
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(PHWPS
Philips Phllosophy on Sustalnablllty

_Eﬂj;ﬁ_.r ~ gg;kk i __/E\

Since Philips was founded in 1891, it has worked to improve social equity
and environmental quality, proving that responsible business is good

business.
B YFBE18MERIULUR , C—ERITREHSLENNKERE , EAAENL
e R EFlb,

Operating this way, the company has been able to improve economic
prosperity for itself, its stakeholders and society at large.

DURXENARNEZE , CTRAELRAEBEAREBRSALT , HRSEXAFNL S
KT ERo

With its tradition of integrating economic, environment and social issues,
Philips understands that sustainable development is one of the most

challenging issues facing the world.
FECFABELRRBEELSF  REMELMBENES , ARMEUTHEARRESRE IR
RY B Bk B RY IR L.
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Philips Commitments
KRR S

Develop meaningful technology driven by the needs of society
D LB RAHEZ DT REZLHER

Behave responsibly, living up to the Philips values, brand promise and

General Business Principles.
THANAE , BHFENME , mEERBENEALE RN

Continue to build and maintain trust through transparency and accountability.
REKEFREAMRETELNREFEE

Depend on and work with stakeholders inside and outside the company.
HKEHELTNBRATHREZERAESE

Our customers are asking and requiring full compliance.
Walmart, Nike, Coca Cola, HP, DELL, Carrefour, Shell etc..
BIMINEFERBINVEHABZE2/FSER

KARE MR, AIORK , B, BR , RFRE , TEE

Philips Consumer Electronics 12



(PHILPS
Roll out of EcoVision 2002-2005 program

Ht{TEcoVision 2002-200511 %

Highlights program: g7 EcoVision 2002-2005

Environmental
Baseline is 2001: (2001 R EL) aC‘UOﬂ pr‘oglﬁam
Comparable changes (reductionsf&{K): m:»xﬁ;m;;w 0890ee
30 % in energy and CO2 BER M — | Lk T o S
19 % in total waste B %-;,,,”l i...,:{;,:..:“““’“ E;:“mww;
15 % in water X S — —
64 % in restricted substances FR A ¥R f:m.;‘;,” ; -
56 % in hazardous substances eI R 'iff::?“ m::.:* :.iw:m
>100 Green Flagships on the market Wi LR G@EMAES | .
100% of manufacturing ISO 14001 4577 1S014001IAIE

PHILIPS
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March 2003

First
Sustainability

Annual
Report 2002

=—1
JFERE!
2002
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March 2004
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-

. '__"_qﬁ'-lf

Sustainability

Annual
Report 2003

AEFERE
3R 20034

&N

www.philips.com
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Philips Supplier's Sustainability

Requirements

_K*Uﬁ E.I- Cg;éﬁ :1/\}ﬁ F:ﬁ*/-_l_‘ ;ﬁi




PCE world is increasingly aggressive; “following is lagging”

KA BEERBEFALHHRRE BaRE; “RMNEAFER”

Winning is essential for survival. PCE should also implement
a “leading mindset” for environment like:

MmN TERF $RBEERE NI ENRE S ERIT AL

:ﬁ:u . Zzu

- Energy-saving products T REIRRY ™ m
- Sustainability A[F4E & B
» Lead-free products and components T4 7= fa & TR 44
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General requirement Z.0

Suppliers will be committed to act fairly and with
integrity towards its stakeholders and will duly
observe the applicable rules of the law of the
countries it operates in.

HNERE AT MBSHERAMNSERMERXE
E#'Fﬁﬁiﬁ .E’Jé/ﬂﬂlffiﬂ /fiww
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Supplier standard on Sustainability

BRAFERBIAREIRAE
RIKIKL

Minimum baseline

 All suppliers are compliant to
Philips ILO derived guidelines

» Environment (Banned Substances) &
ISO 14001 or equivalent EMS

» Health and Safety related issues
— Safe working environment
— Training on H&S

* Other ILO related issues
— No child labour
— No forced labour
— The right of association
— Bargaining
— No discrimination

Philips Consumer Electronics

AAERNERERNS CRRRERRR
7 TAANEREEN T

PRI (ZAYR) &1SO 14001
= FAEKFHREEE

BENZ 203
24PN TIERE
BEXBESLZ S

HEeERTS THLHEXHEZ
BEET

RAERIES T

g5 YA

8=k |

RAE B
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Supplier Sustainability measurement tool (Aug 2004)

Step 13: Demonstrable world class level versus peers ) achieved
Step 12: Implementation of Benchmark results established
Step 11: Benchmark against peers” on policy content and perf. mgt aspects C
Step 10: 100% of audited suppliers has implemented corrective action plans
: Audit results evaluated and improvement plans established

: audits carried out according to plan

: audit plan and frequency established for short listed suppliers) B

: methodology, criteria applied; short list for audit purposes established
Obj. methodology, criteria for audit selection defined and documented
Step 4 : > 80% feedback received from suppliers
Step 3 : Policy communicated to and feedback asked from suppliers
Step 2 : List of Suppliers established

Step 1 :Policy & consequences for non compliance & non response established
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