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PLEASE TAKE NOTICE THAT

THE NASSAU COUNTY LEGISLATURE WILL HOLD
A MEETING OF THE RULES COMMITTEE
ON
MONDAY, APRIL 15, 2024 AT 1:00 PM
IN

THE PETER J. SCHMITT MEMORIAL LEGISLATIVE CHAMBER
THEODORE ROOSEVELT EXECUTIVE AND LEGISLATIVE BUILDING
1550 FRANKLIN AVENUE, MINEOLA, NEW YORK 11501

As per the Nassau County Fire Marshal’s Office, the Peter J. Schmitt Memorial Legislative Chamber has
a maximum occupancy of 200 people.

Attendees who would like to address the Legislature must submit a slip to the Clerk’s office staff. Public
comment is limited to three minutes per person. At meetings of the full Legislature, public comment will
be heard only during the pre-calendar public comment period and during public hearings that are on the
calendar. At meetings of the Legislature’s committees, there is no pre-calendar public comment period.
Public comment will be heard on agenda items. Public comment on any item may be emailed to the Clerk

of the Legislature at LegPublicComment@nassaucountyny.gov and will be made part of the formal
record of this Legislative meeting.

The Nassau County Legislature is committed to making its public meetings accessible to
individuals with disabilities and every reasonable accommodation will be made so that they can
participate. Please contact the Office of the Clerk of the Legislature at 571-4252, or the Nassau
County Office for the Physically Challenged at 227-7101 or TDD Telephone No. 227-8989 if
any assistance is needed. Every Legislative meeting is streamed live on
http://www.nassaucountyny.gov/agencies/Legis/index.html

MICHAEL C. PULITZER
Clerk of the Legislature
Nassau County, New York

DATED: APRIL 8, 2024
Mineola, NY

Scan the QR code to submit written public comment,
which will be incorporated into the record of this meeting.



mailto:LegPublicComment@nassaucountyny.gov

NASSAU COUNTY LEGISLATURE
15" TERM MEETING AGENDA

RULES COMMITTEE

APRIL 15, 2024 1:00 PM

Howard Kopel — Chairman
Thomas McKevitt — Vice Chairman
John Ferretti

James Kennedy

Delia DeRiggi-Whitton— Ranking
Siela A. Bynoe

Arnold W. Drucker

Michael C. Pulitzer, Clerk of the Legislature

Scan the QR code to submit written public comment,
which will be incorporated into the record of this meeting.




Clerk Item
No.

Proposed By

Assigned To

Summary

80-24

PW

R

RESOLUTION NO. — 2024

A RESOLUTION MAKING CERTAIN DETERMINATIONS PURSUANT TO THE
STATE ENVIRONMENTAL QUALITY REVIEW ACT AND AUTHORIZING THE
COUNTY EXECUTIVE ON BEHALF OF THE COUNTY OF NASSAU TO EXECUTE A
STORAGE SPACE LEASE AGREEMENT BETWEEN THE COUNTY OF NASSAU, AS
TENANT, AND 1001 REALTY LLC FOR USE BY THE COUNTY OF NASSAU
DISTRICT ATTORNEY'’S OFFICE. 80-24(PW)

A-15-24

PR

RULES RESOLUTION NO. —2024

A RESOLUTION AUTHORIZING THE COMMISSIONER OF SHARED SERVICES TO
AWARD AND EXECUTE A PURCHASE ORDER BETWEEN THE COUNTY OF
NASSAU, ACTING ON BEHALF OF THE NASSAU COUNTY POLICE DEPARTMENT,
AND PHILIPS HEALTHCARE. A-15-24

THE FOLLOWING ITEMS MAY BE UNTABLED

A-1-24

PR

RULES RESOLUTION NO. -2024

A RESOLUTION AUTHORIZING THE COMMISSIONER OF SHARED SERVICES TO
AWARD AND EXECUTE A BLANKET PURCHASE ORDER BETWEEN THE
COUNTY OF NASSAU, ACTING ON BEHALF OF THE NASSAU COUNTY POLICE
DEPARTMENT, AND JASPER ENGINES AND TRANSMISSIONS. A-1-24

A-6-24

PR

RULES RESOLUTION NO. 2024

A RESOLUTION AUTHORIZING THE COMMISSIONER OF SHARED SERVICES TO
APPROVE ADDITIONAL FUNDING FOR A BLANKET PURCHASE ORDER
BETWEEN THE COUNTY OF NASSAU, ACTING ON BEHALF OF THE NASSAU
COUNTY DEPARTMENT OF PUBLIC WORKS AND CROSS ISLAND WELDING AND
EQUIPMENT REPAIR.. A-6-24

A-13-24

PR

RULES RESOLUTION NO. —2024

A RESOLUTION AUTHORIZING THE COMMISSIONER OF SHARED SERVICES TO
AWARD AND EXECUTE A BLANKET PURCHASE ORDER BETWEEN THE
COUNTY OF NASSAU, ACTING ON BEHALF OF THE DEPARTMENT OF PUBLIC
WORKS, AND AN EXCELSIOR ELEVATOR CORPORATION. A-13-24

RULES




Clerk Item Proposed By Assigned To Summary
No.
A-14-24 PR R RULES RESOLUTION NO. —2024
A RESOLUTION AUTHORIZING THE COMMISSIONER OF SHARED SERVICES TO
AWARD AND EXECUTE A BLANKET PURCHASE ORDER BETWEEN THE COUNTY
OF NASSAU, ACTING ON BEHALF OF THE DEPARTMENT OF PUBLIC WORKS AND
FORWARD DOOR OF NEW YORK CORP. A-14-24
E-53-24 PD R RULES RESOLUTION NO. —2024
A RESOLUTION AUTHORIZING THE COUNTY EXECUTIVE TO
EXECUTE AN AMENDMENT TO A PERSONAL SERVICES AGREEMENT
BETWEEN THE COUNTY OF NASSAU, ACTING ON BEHALF OF THE NASSAU
COUNTY POLICE DEPARTMENT AND CRIME VICTIMS CENTER, INC. E-53-24
E-70-24 PW R RULES RESOLUTION NO. —2024

A RESOLUTION AUTHORIZING THE COUNTY EXECUTIVE TO EXECUTE A
PERSONAL SERVICES AGREEMENT BETWEEN THE COUNTY OF NASSAU,
ACTING ON BEHALF OF THE NASSAU COUNTY DEPARTMENT OF PUBLIC
WORKS, AND THE GORDIAN GROUP, INC. E-70-24

RULES
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COUNTY OF NASSAU

INTER — DEPARTMENTAL MEMO

TO: CLERK OF THE COUNTY LEGISLATURE A-15-2024

FROM: MELISSA GALLUCCI - COMMISSIONER OF SHARED SERVICES
DATE: February 9, 2024
SUBJECT: RESOLUTION — THE NASSAU COUNTY POLICE DEPARTMENT

THIS RESOLUTION I8 RECOMMENDED BY THE COMMISSIONER OF SHARED SERVICES TO
AUTHORIZE AN AWARD AND TO EXECUTE A PURCHASE ORDER IN THE AMOUNT OF TWO
MILLION FORTY-TWO THOUSAND NINE HUNDRED EIGHTY-SIX DOLLARS AND TWENTY
FIVE CENTS ($2,042,986.25) FOR CARDIAC MONITORS FOR THE NASSAU COUNTY POLICE
DEPARTMENT TO PHILIPS HEATL THCARE,

THE ABOVE-DESCRIBED RESOLUTION AND SUPPORTING DOCUMENTATION ATTACHED
HERETO IS FORWARDED FOR YOUR REVIEW AND APPROVAL AND SUBSEQUENT
TRANSMITTAL TO THE RULES COMMITTEE FOR INCLUSION IN ITS AGENDA.

MELISSA GALL ¥ CCI
COMMISSIONER OF SHARED SERVICES

VB: ¢gb
ENCL: (1) STAFF SUMMARY
(2) DISCLOSURE STATEMENT
(3) RESOLUTION
(4) BID SUMMARY
(5) BID PROPOSAL
(6) CERTTIFICATE OF LIABILITY INSURANCE
(7) RECOMMENDATION OF AWARD
(8) POLITICAL CONTRIBUTION FORM




RULES RESOLUTION 2024

A RESOLUTION AUTHORIZING THE COMMISSIONER OF SHARED SERVICES TO
AWARD AND EXECUTE A PURCHASE ORDER BETWEEN THE COUNTY OF NASSAU,
ACTING ON BEHALF OF THE NASSAU COUNTY POLICE DEPARTMENT, AND

POILIPS HEATTHCARE,

WHEREAS, the NASSAU COUNTY DEPARTMENT OF SHARED SERVICES, OFFICE OF
PURCHASING has received competitive bids under sealed bid solicitation # 46514-07(33-127 FOR
CARDIAC MONITORS for the Nassau County Police Department, as more particularly described in the

bid document; and

WHEREAS, the Commissioner of Shared Services is representing to the Rules Committee that

PHILIPS HEALTHCARE submitted the lowest responsible bid and meets all specifications for the

product and/or services described in the said bid document as determined by the Commissioner of Shared

Services.

RESOLVED, that the Rules Committee of the Nassay County Legislature authorizes the
Commissioner of Shared Services to award and exccute the said Purchase Order with PHILIPS

HEALTHCARE,




. BRUCE A. BLAKEMAN

COQUNTY EXECUTIVE

Date:

To:
From:

Re:

COUNTY OF NASSAU
Purchase Department

March 13, 2024

Robert Cleary, Chief Procurement Officer
Claudia Colasurdo, Technical Coordinator

Adverse information memeo for:
Staff Summary A-15-2024 Cardiac Monitors

Adverse information that was uncovered was related to: Philips HealthCare.

An online search found newspaper items regarding potential adverse information related to Philip’s Health

Care, goods, and services.

Attached is the vendor’s response to the vatrious articles identified.

Upon review Purchasing has determined that none of the matters raised are material with respect to the
proposed contract. The issues identified do not relate to services to be procured through this contract, and
all matters have been resolved amicably.



219124, 417 PM Philips to pay $62 min to resolve charges it viclated US law | Reutars
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Phitips to pay $62 min to resolve charges it violated US law

Reuters

j @
il

o

85 My View = Foltowing [l Saved

T 5 : £
The seal of the U.%. Securitles and Exchange Commissien {SEC) Is seen at their headguarters in Washington, D.C., U.S., May 12, 2021, Picture taken May 12, 2021, REUTERS/Andrew Kelly
Purchase icensing Rights [

Companies  Eaw Firms

Koninklijke Philips NV
Follow

WASHINGTON, May 11 (Reuters) - Dutch medical device maker Philips (PHG.AS) (3 will pay $62 million (56 mitlion euros} to resolve charges it violated
the Foreign Corrupt Practices Act over its conduct related to sales of medical equipment to China, the U.S, Securities and Exchange Commission said on

Thursday.

hitps /iwww.reuters.comfbusiness/healthcare-pharmaceuticals/philips-pay-62-min-resolve-charges-it-violated-us-law-sec-says-2023-05-12/ 110



219424, 417 PM Philips to pay $62 min to resclve charges it viclated US law | Reuters

Philips said the settlement related to allegations of "irregularities in the medical device industry” in China between 2014 and 2019, for which it took a
provision in the fourth quarter of last year.

.
¥

"Without admitting or denying the SEC's allegations, Philips will pay a total amount of approximately $62 million in disgorgement, civil penalties, and
pre-judgment interest", the company said in a statement released on Friday,

The U.S. Department of Justice (2aJ} had now closed its parallel inguiry into the matter, the Amsterdam-based company added.

In its 2022 annual report Philips said it had made a provision of 60 million euros regarding SEC and Dol investigations into alleged tender rregularities

it said it was addressing in China, Brazil and Bulgaria.

Advertisement - Scroll to continue

(1 euro = $1.1008)
Reporting by Rami Ayyulb

Our Standards: The Thomson Reuters Trust Principles. (3

{ Purchase Licensing Rights }

Read Next

Heatthcare & Pharmaceuticals
Roche cutting jobs in product development - media
12:23 PM UTC

Public Health
Moderna shares slide on concerns over drap in RSV vaccine efficacy

243 PMUTC

Corporate Structure
Bayer CEQ says company stands behind glyphosate

9:00 P UTC

Markats
Astrazeneca says Catalent deal shows need for in-house capacity

February 8, 2024

hitps:fwww.reuters.com/business/healthcare-pharmaceuticals/philips-pay-62-min-resolve-charges-it-violated-us-law-sec-says-2023-05-12/ 210



2/9/24, 4:18 PM US FDA says 581 deaths related to Philips machines since 2021 | Reuters
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US FDA says 561 deaths related to Philips machines since 2021

Reuters
January 31, 2024 3:57 PM EST - Updated @ days ago

[f

i REUTERS® ‘ Q

Signage is seen outside of the Food and Drug Administration {FDA) headquarters in Whlte Oak, Maryland, U.S,, August 28, 2020, REUTERS/Andrew Kelly//File Photo Purchase Licensing Righis (%
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https:/fwww.reuters com/business/healthcare-pharmaceuticals/us-fda-says-56 i-deaths-related-philips-machines-since-2021-2024-01-31/ 1710



219724, 4:18 PM U8 FDA says 581 deaths related to Philips machines since 2021 | Reuters

Jan 31 (Reuters) - The U,S. Foed and Drug Administration said on Wednesday there have been 561 deaths reported since 2021 related to the use of
Philips' ([PHG.AS) (3 recalled ventilaters and machines for treating obstructive sleep apnea.

The health r:egulator added that in 2023, between July and September, it receivad more than 7,000 medical device reports, including 17 reports of
deaths rel% ad to the use of these machines.

’ t
"Philips Respiranics received and continues to receive device asscciated complaints that have subsecquently been filed as medical device reports with the

LS. health regulator," the company said.

The FDA said the medical device reports had Umitations and the incidence or cause of an event cannot typically be determined from this system alone
due to under-reporting of events, inaccuracies and lack of verification that the device caused the events,

Advertisement - Scroll to continue

"Philips investigates all received complaints and allegations of malfunction, serlous injury or death...and has found no conclusive data linking these

devices and the deaths reported," the company said.

The company faces cases brought by patients who said their health has suffered due to the use of the devices, and also following the outcoma of an
investigation by the L5, Department of Justice into the handling cf the recall.

Advertisement - Scroll to continue

Earlier this week, Philips said it would not sell new devices fo treat sleep apnea in the U.S. in the coming years as it works te comply with a settiement
with the FDA. Philips said it had reached what Is known as a consent decree that spells out the improvements it needs to make at its Respironics plants
in the U.S.

The agreement followed the recall of millions of breathing devices and ventilators used to treat steep apnea in 2021 because of concerns that foam used
to reduce noise from the devices could degrade and become toxic, carrying potential cancer risks.

Reporting by Chiisty Santhosh and Pratik Jain in Bengalury; Edlting by Krishna Chandra Eluri and Shilpi Majumdar

Our Standards: The Thomson Reuters Trust Principles. 4

[ Purchase Licensing Righis }

https:/iwww.reutsrs.com/business/healthcare-pharmaceuticals/us-fda-says-661-deaths-related-philips-machines-since-2021-2024-01-31/ 2/10



COUNTY OF NASSAU
POLITICAL CAMPAIGN CONTRIBUTION DISCLOSURE FORM

1. Has the vendor or any corporate officers of the vendor provided campaign contributions pursuant to the New York State
Election Law in {a) the period beginning April 1, 2016 and ending on the date of this disclosure, or (b}, beginning April 1, 2018, the
period beginning two years prior to the date of this disclosure and ending on the date of this disclosure, to the campaign
committees of any of the following Nassau County elected officials or to the campaign committees of any candidates for any of
the following Nassau County elected offices: the County Executive, the County Clerk, the Comptroller, the District Attorney, or any

County Legislator?

YES [ ] NO [X] If yes, to what campaign committee?

Electronically signed and certified at the date and time indicated by:
Ed Mackin [ED.MACKIN@PHILIPS.COM]

Dated: 02/09/2024 03:36:16 pm Vendor:  Philips North America

Title: Account Manager

Page1of1 Rev. 3-2016



Business History Form
The contract shall be awarded to the respensible proposer who, at the discretion of the County, taking into consideration the
reliability of the proposer and the capacity of the proposer to perform the services required by the County, offers the best value
to the County and who will best promote the public interest.
In addition to the submission of proposals, each proposer shail complete and submit this questionnaire. The guestionnaire shall
be filled out by the owner of a sole proprietorship or by an authorized representative of the firm, corporation or partnership
submitting the Proposal.
NOTE: All questions require a response, even if response is “none” or “not-applicable.” No blanks.

(USE ADDITIONAL SHEETS IF NECESSARY TO FULLY ANSWER THE FOLLOWING QUESTIONS).

Date: 01/16/2024

1) Proposer’s Legal Name: Philips North America

2) Address of Place of Business: 222 lacobs St, 3rd Floor

State/Province/ Zip/Postal
City: Cambridge Territory: MA Code: 02141
Country: US
3) Mailing Address {if different):
State/Province/ Zip/Postal
City: Territory: Code:
Country:
Phone:
I Does the business own or rent its facilities? Rent If other, please provide details:
4) Dun and Bradstreet number: 00-129-1111
5) Federal I.D. Number: 13-3429115
6) The proposer is a: Other {Describe) LLC
7) Does this business share office space, staff, or equipment expenses with any other business?

YES [X] NO [ ] If yes, please provide details:

Philips rents office space from multiple locations within the US and internationally. These facilities are shared with other
businesses and tenants, but are kept entirely separate from Philips operations.

Page 1of 6 ’ Rev. 3-2016



8) Does this business control one ar more other businesses?
YES [ ] NO [X] If yes, please provide details:

9) Does this business have one or more affiliates, and/or is it a subsidiary of, or controlled by, any other business?
YES [X] NO [ ] If yes, please provide details:

Philips North America LLC, which does business under the name Philips Healthcare, is a subsidiary of Koninklijke Philips
Electronics NV {(KPENV).

10)  Has the proposer ever had a band or surety cancelled or forfeited, or a contract with Nassau County or any other

government entity terminated?
YES [ ] NO [X] If yes, state the name of bonding agency, {if a bond), date, amount of bond and reascn for such
cancellation or forfeiture: or details regarding the termination {if a contract}.

11}  Has the proposer, during the past seven years, been declared bankrupt?
YES [ ] NO [X] If yes, state date, court jurisdiction, amount of liabilities and amount of assets

12)  Inthe past five years, has this businass and/or any of its owners and/or officers and/or any affiliated business, been the
subject of a criminal investigation and/or a civil anti-trust investigation by any federal, state or local prosecuting or
investigative agency? And/or, in the past 5 years, have any owner and/or officer of any affiliated business been the
subject of a criminal investigation and/or a civil anti-trust investigation by any federal, state or local prosecuting or
investigative agency, where such investigation was related to activities performed at, for, or on behalif of an affiliated
business.

YES [ ] NO [X] if yes, provide details for each such investigation, an explanation of the circumstances and corrective action
taken.

13}  Inthe past 5 years, has this business and/or any of its owners and/or officers and/or any affiliated business heen the
subject of an investigation by any government agency, including but not limiied to federal, state and local regulatory
agencies? And/or, in the past 5 years, has any owner and/or officer of an affiliated business been the subject of an
investigation hy any government agency, including but not limited to federal, state and local regulatory agencies, for
matters pertaining to that individual's position at or relationship to an affiliated business.

YES [X] NO []if yes, provide details for each such investigation, an explanation of the circumstances and corrective action

taken.

Philips is involved in lawsuits, claims investigations, and proceadings, including patent, commercial and environmental
matters, which arise in the ordinary course of business. There are no such matters pending that the company expects to
be material in relation to its business, financial condition, or results of operations.

14}  Has any current or former director, owner ar officer or managerial employee of this business had, either before or during
such person's employment, or since such employment if the charges pertained to events that allegedly occurred during
the time of employment by the submitting business, and allegedly related to the conduct of that business:

a) Any felony charge pending?
YES [ 1 NO [X] If yes, provide details for each such tnvestigation, an explanation of the circumstances and corrective action
taken.

b) Any misdemeanor charge pending?

Page 2 of 6 Rev. 3-2016



YES [ ] NO [X] If yes, provide details for each such investigation, an explanation of the circumstances and corrective action
taken,

c) In the past 10 years, you been convicted, after trial or by plea, of any feleny and/or any other crime, an element of
which relates to truthfulness or the underlying facts of which related to the conduct of business?

YES [ ] NO [X] If yes, provide details for each such investigation, an explanation of the circumstances and corrective action
taken.

d} In the past 5 years, been convicted, after trial or by plea, of a misdemeanor?
YES [ ] NO {X] If yes, provide details for each such investigation, an explanation of the circumstances and corrective action
taken.

e) Ih the past 5 years, bean found in viclation of any administrative, statutory, or regulatory provisions?
YES{] NO [X] If yes, provide details for each such investigation, an explanation of the circumstances and corrective action
taken.

15)  Inthe past (5} years, has this business ar any of its owners or officers, or any other affiliated business had any sanction
imposed as a result of judicial or administrative proceedings with respect to any professional license held?

YES [ ] NO [X] If yes, provide details for each such investigation, an explanation of the circumstances and corrective action
taken.

16)  Forthe past (5) tax years, has this business failed to file any required tax returns or failed to pay any applicable federal,
state or local taxes or other assessed charges, including but not limited to water and sewer charges?
YES [ ] NO [X] If yes, provide details for each such year. Provide a detailed response to all
guestions checked 'YES'. If you need more space, photocopy the appropriate page and attach it to the questionnaire.

17 Conflict of Interest:
a) Please disclose any conflicts of interest as outlined below. NOTE: If no conflicts exist, please expressly state “No
conflict exists.”
(i) Any material financial relationships that your firm or any firm employee has that may create a conflict of
interest or the appearance of a conflict of interest in acting on behalf of Nassau County.

| no conflict exists

(i) Any family relationship that any employee of your firm has with any County public servant that may create a
conflict of interest or the appearance of a conflict of interest in acting on behalf of Nassau County,

| no conflict exists

{ili) Any other matter that your firm believes may create a conflict of interest or the appearance of a conflict of
interest in acting on behalf of Nassau County.

| no conflict exists

b) Please describe any procedures your firm has, or would adopt, {0 assure the County that a conflict of interest
would not exist for your firm in the future.

Page 3 of 6 Rev. 3-2016



| should a conflict arise, we would notify the County

Include a resume or detailed description of the Proposer’s professional qualifications, demonstrating extensive

experience in your profession, Any prior similar experiences, and the results of these experiences, must be identified.

Have you previously uploaded the below information under in the Document Vauli?
YES [ NO [X]

is the proposer an individual?
YES [ 1 NO [X] Should the proposer be other than an individual, the Proposal MUST include:

i)

i}

i)

vi)

vii)

viii)

Page 4 of 6

Date of formation;

| 05/15/1891

Name, addresses, and position of all persons having a financial interest in the company, including shareholders,
members, general or limited parther. If none, explain.

Philips Holdings USA is the sole member of Philips North America LLC, a publicly traded company is the owner of
Philips LLC. The attached file details the chief officers and board of directors responsible for management of the
organization.

1 File{s) uploaded: C Suite and Supervisory Board .pptx

Name, address and position of all officers and directors of the company. If nong, explain.

Jaseph Innamorati, Vice President, business address 222 Jacobs Street, Cambridge MA 02141
Jeff DiLullo, Chief Region Officer, North America, business address 222 Jacobs Street, Cambridge MA 02141
Ling Liu, Financial Leader, North America, business address 222 Jacobs Street, Cambridge MA 02141

1 File(s) uploaded: C Suite and Supervisory Board .pptx

State of incorporation (if applicable);

| DE

The number of employees in the firm;

| 68000

Annual revenue of firm;

| 19630000000

Summary of relevant accomplishments

Please review recent accomplishments and financial results here:
https://www.philips.com/a-w/about/news/archive/corpcomms/news/press/2024/phitips-fourth-quarter-results-
2023.html

Copies of all state and local licenses and permits.

Rev, 3-2016



1 File(s) uploaded: Philips North America LLC_NY Business Registration.pdf

Indicate number of years in business.

133

Provide any other information which would be appropriate and helpful in determining the Proposer’s capacity and
reliability to perform these services,

More information, regarding the business, leadership, strategy and financials etc. is available in the Philips Annual Report

located here: https://www results.philips.com/

Provide names and addresses for no fewer than three references for whom the Proposer has provided similar services or

who are qualified to evaluate the Proposer’s capability to perform this work.

Company
Contact Person
Address

City

Country
Telephone

Fax #

E-Mail Address

Company
Contact Person
Address

City

Country
Telephone

Fax #

E-Mail Address

Company
Contact Persen
Address

City

Country
Telephone

Fax #

E-Mail Address

Page 5 of 6

Fire Department City of New York (FDNY)

Steve Perrone

34-11 47th Ave.,, NY 11101

Long Island City State/Province/Territory

Us

(718) 391-9472

steven.perrone@fdny.nyc.gov

CHS Mobile Integrated Healthcare

NY

Bilake Nelson

280 Calkins Road

Rochester State/Province/Territory

Us

{585) 334-4190

bnelson@chsmobileheaith.org

Glenwood Fire Co.

NY

Paul Ditrano

72 Schoolhouse Rd.

Glenwood Landing State/Province/Territory

us

(516) 676-2822

pditrano@glenwoodfd.org

NY

Rev. 3-2018




, | Ed Mackin 1 , hereby acknowledge that a materially false statement
willfully or fraudulently made in connection with this form may result in rendering the submitting business entity and/or any
affiliated entities non-responsible, and, in addition, may subject me to criminal charges.

i | Ed Mackin , hereby certify that | have read and understand all the

items contained in this form; that ! supplied full and complete answers to each item therein to the best of my knowledge,
information and belief; that | will notify the County in writing of any change in circumstances occurring after the submission of
this form; and that all information supplied by me is true to the best of my knowledge, information and belief. | understand that
the County will rely on the information supplied in this form as additional inducement to enter into a contract with the
submitting business entity.

CERTIFICATION

A MATERIALLY FALSE STATEMENT WILLFULLY OR FRAUDULENTLY MADE IN CONNECTION WITH THIS QUESTIONNAIRE MAY
RESULT IN RENDERING THE SUBMITTING BUSINESS ENTITY NOT RESPONSIBLE WITH RESPECT TO THE PRESENT BID OR FUTURE
BIDS, AND, IN ADDITION, MAY SUBJECT THE PERSON MAKING THE FALSE STATEMENT TO CRIMINAL CHARGES,

Name of submitting business: Philips Healthcare

Electronically signed and certified at the date and time indicated by:
Ed Mackin ED.MACKIN@PHILIPS.COM

Account Manager - Fire/EMS

Title

02/09/2024 05:01:30 pm

Date

Page 6 of 6 Rev. 3-2016
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PHILIPS

Philips delivers strong full-year results; agrees with FDA on terms of consent decree focused on Philips Respironics in the US

Amsterdam, Janvary 29, 2024

»  Delivers strong sales growth, improved profitability, and strong cash flow in 2023 through solid execution of first vear of 2023-2023 pian

Agrees with FDA on terms of consent decree focused on Philips Respironics in the US, providing clarity and o roadmap fo demonsirate complianee and to
resiore the business

s Reiterates confidence in delivering the 2023-2025 plan; further performance improveinent in 2024

I Y and Q4 Group performance highlights

Group sales mnoumted (o EUR 18.2 billion in 2023: BUR 5.1 billion in Q4

Comparable salcs growih of 7% in 2023: 3% in Qd, exclwding provisions chorged (5 sales. mainly comecied with the Respironics consent decree®

Compacable order imake was -5% ju 2023; -3% in (4 absolute order bock remains strong

* Income from operations swas EUR -1 15 million in 2623: EUR 24 millicn in Q4, includling charges of EUR 363 million conneeted wilh the Respironics consent decree
Adjusted EBITA margin increased Lo 10.5% of sales in 2023; 12.5% in (44, exeluding provisions chiwged fo sales, mainly ¢onneeied with the Respironics conseat decree?
v Free cash flow increased 1o EUR 1,582 million in 2023; increased o EUR 1128 million in Q4

*  Restructuring and produclivity plan on track, with savings ol EUR 956 million iu 2023; EUR 271 million in Q4

«  Proposed dividend maintained al EUR 0.85 per share, ta be distribuled in sharos

Philips expects to deliver 3-5% comparable sales growth and Adjvsied EBITA margin of $1-11.5% in 2024

*See table below

Motzics aljecled by provisions charsed 1o salos
Hales - as rwparted in millions of EUR
Contprirutile soles growth - exchiig provisions elarged fo solesd

Azt BOIT vrangin - axelnelivg provisions charged o malea
Adjusted EBITA morgin

b Excluding provisions chacged to sales of EUR. 174 millien in (¢ 2023 mainly in connection with the Respironics consent decree.

Roy Jalkobs, CEQ of Royal Philips:
“Our strong results in 2023 were driven by solid execution of the first year of our three-year plan to create value wilh sustainable impact. While there is more work te be done, the progress we achieved in a
volatile world lays a solid foundation [or sustained performance.

Pationt safety and quality remain Philips” highest prictity across the company. Resolving ihe consequences of the Respironics recall for eur patients and customers is a key focus area and [ acknowledze and
Apologize for the disuress and concern caused. We are fully commited to complying with the consent decree, which is an important step and provides a clear path forward.

We suw strang growth throughout the year based on the actions we have faken to improve supply chain reliability and sitaplify our organization. Our order book & strong, and we are facused on improving order
intake, Our new operaling model enabled more cffeciive ways of working across the company, and drove signiticant productivify improvements.

We continue to partaer with many henlthcare systems around the world, supporting them to become more eflicient, and addressing their resowrcing and productivity challenpes with our Al-powered innovations.
This includes our newly launched next-generation ultrasound systems, and our unicue mobile MRI sysiem with helium-free operations.

We are confident in our plan to help consumers lead healihy lives and healthcars providers deliver officient, high-quality carc to paticats in A sustainable way, Based on pur ongoing actions to enhance exceution,
we expeet further pesformance improvement in 2024.”

Ph ilips Respironics consent decree
Philips agrees on the torms of a consenl decree with the US Department of Justice {DOT), represcating the US Food and Drug Aduministration (FDA). The consenl decree primacily focuses on Philips Respironics” business

aperations in the US.

‘The consent decree is being finalized and will be submited to the refevant US court for approval. The deeree will provide Philips Respironics with a roadmap of defined actions, mileslones, and deliverables 1o
demotisirate compliatee wilh tegulaloty requirements and o restore the business.

In the US, Philips Respirenics will continue Lo service sleep and respiratory eare devices already with healibeare providers and patients, sud supply accessosies (including patient futerfaces), consumables (including patient
circuits), and replacement parts (including repair kits). Unul the relevant requirements ol the consent deeree are met, Philips Respironies will not sell new CPAP or BiPAP sleep therapy devices or other respiratory care
devices in the US.

Outside the US. Philips Respironics will continue 1o previde new steep and respivatory cave devices, accessories {including patient inierlaces), consumables (including patient circuils), replacement parts (including repaic
kits) and services, subject le ecrlain requircmems.

As a consequence of addressing this consent decree, which is a multi-yeav plan, Philips recerded a provision of EUR 363 million in Q4 2023 thal relates to remediation activities, inventory swiite-dlovwns and oncrous
centracl provisions. In 2024, Philips expeets around LI basis peinis of costs that relate to remediation aclivities and disgorgement pasments for Philips Respironics sales in the US.

Further details will beeome available once the consent deeree has been finalized and submitied to ihe relevant US court for approval.

Ouilgok
Philips reiterates confidence in delivering the plan for 2023-26235, acknowledging that uncertaintics remain. For full-year 2024, Philips expects to deliver 3.5% comparable sales grawth and an Adjusted EBITA
margin of 11-11.5%. The free cash flow from Philips' businesses is expected 1o amount to EUR 0.8-1 billion. This only excludos the remaining cash-out related to the previpusly d roselution of the

economic loss class action in the US,

The previously stated 2023-2025 Group financial oulleck of mid-singie-digit comparable sales growih, low-teons Adjusted EBITA margin, and EUR £.4-1.6 biltion freg cash flow now fakes the consent deoree
into aceount and remains unch 1. Tt excludes the i igalion by the US DOJ related to 1he Respironics field action and the impact of the ongoing litigation.

Segment performance

Diagnosis & Treatmeni comparable sales incrensed by 11% in 2023, with deuble-digit growth in Image Guided Therapy and Precision Diagnosis. The Acjusted EBITA margin improved o 11.6%, compared to
9.5% in 2022, driven by increased sales and priging & productivily measures, partly offsel by cost inflation. In Q4, Riagnesis & Trentment seguient comparable sales increased 5%, with high-single~digit growil
in Image Guided Therapy. The Adjusted EBITA margin was 10.4%, comparcd 1o 12.2% in Q4 2022, due to an unfaverable mix and phasing of preduction and costs,



Counected Care comparable sales increased by 5% in 2023, driven by deublesdigit growth in Menitoring. The Adjusted EBITA margin increased to 6.5%"), compared to 2. 1% in 2022, driven by increased
sales and productivity measures, parlly offset by cost inflation, In Q4, comparable sales were flat™, with high-single-digit growth in Enterprise Tnformatics, The Adjusted EBITA margin was 13.3%"), compared to
11.6% in 2022, maindy driven by prieing & produelivity mensures, partly offser by cosl inflation.

Personal Health comparable sales growth was 3% in 2023, strongly driven by Personal Care, The Adjusted EBITA margin itnproved to 16.6%, compared to 14.8% in 2022, as a result of ineteased sales and
pricing & productivity measures. In Q4, comparable sales increased by 7%5, mainly driven by Personal Care. The Adjusted EBITA margin increased to 19.9%, compared to 17.0% in Q4 2022, mainly drven by
increased sales and pricing & productivity measures,

Productivily

Supported by significant change inanagement efforts, to dats Philips lias reduced the workferce by around 8,000 roles, out of 10,000 roles in tefal planmed by 2025, For the full yeor, total savings amounted 1o
EUR 956 million, In Qd, operating mode! produetivity snvings amounted to EUR 149 million. Procurement savings amounted (o EUR 64 million, and other productivity programs delivered savings of EUR 58
million, resulting in total savings of EUR 271 million.

Customer, innovafion and ESG highlights

= In 2023, Philips” products and solutions improved the lives of 1.9 billion people, including 222 million people in underserved communities. In addition, Philips was again recognized with a prestigious *A score [or its

climate action leadership by plobal enyi ] non-profit COP (fernerly Carben Disclosaie Project),

Philips was recognized as one of the top kealth technology companies for its sustainability performance in the global 2023 Do Jones Sustainability Indices (DISI) list

*  Aspart of its pregram Lo expand access to maternal healih. Philips is developing an Al-powered utirasound solution 1hat aims (o address the shortage ol healihcare workers by putling n diagnostic toel previously reserved
for expert lechmicinns in the hands of midwives, The program received total funding ol USD 0 million frem (e Bill & Melinda Gales Foundation.

+ Philips” §-vear, USD (13 millicn parinership with NYU Langone Health in the US is aimed at advancing pationt safety, quality and oulcomes through innevation. Philips will provide Al-enabled solutions, inclnding its

[atest hospital paticnt moniloring, diagnoslic imaging, digital patholopgy and enlerprisc informalics solulions.

Philips and Norwegian Vestre Viken Health Trust deployed Al-enabled eliniceal care providing access 10 an Al-based bone fracture radiology application that will help radiologists serve the needs of around half'  million

people across 22 Norwegim municipalilics,

Philips introduced Philips HealthSuite Imaging. a cloud-based nexi generation of Philips Vue PACS likat offers Al-cnabled work [ow orchesiration, high-specd remate aceess [or dingnostic reading. and integrated reporting

1o enable healthenre facilitics across the wotld 10 improve operational efficieney aud enhance patiom eate.

« Dhilips lannched the premium 59900 shavers with ¢lose-shave blade technelogy. These shavers are available in the US, Western Eurape, and Ching, where they hove camed the JD $+ Brand oveord.

Capiinl alloention
Philips intends to submit to the 2024 Annual General Meeting of Shareholders a proposal to declare a dividend of EUR 0.85 per common share and to distribute such dividend in shares.

In the forth quarter, Philips completed the cancellation of 15,134,054 of iis shaves, resulting in 906,403,156 cutstanding shares as of December 31, 2023, The eancelled shares were acquired as part of the EUR
1.5 billion share repurchase program for copital reduction purposes that was announced on July 26, 2621. Philips will compleie the share repurchase program in April 2024, which is expected to result in a further
caticellation of 4.4 million shares in Q2 2024,

Conference call nud audio webcast
Roy Takobs, CEQ, and Abhijit Bhattachatya, CFO, will hosi a conference eall for investors and analysis at 10:00 am CET today to discuss the full year 2023 resnlis. A live webcast of the conference calt will be
available on the Philips Investor Relations website and can be accessed here.

Excluding provisions chavged 1o sales of EUR 174 million in Q4 2023 mainly in commection with the Re: nics consent decres,




Fourth-quarter highlights
Phitips performance

Key dutu i millions of EUR, unless olhenwise slated

Q42002
Hales S422
Nominalsafes ot - [ o i

Comparable sales prowthl®

Compaeable order inlake™
Incoing from o

“Taz o of sales
Financial expenses, nel

[y estmonts i mssociates, net of income taxes
Tncome Iax {expense) benefil

Iiworne front ¢onlinting speratiols
LHseontinmed sperations, net of incume toses
Nel imcome

Enritiugs por comnton

e o sharehullers in EUR) - difiker
atiribukible to shagholders® (in EUR) - dilutedl)

Adjusted EBITDAIL
as o % of sales

1) Mon-IFRS financial neasure. Refer (o Reconciliation of non-IFRS information,

2) Excluding pravisions charged (o soles of EUR 174 million in Q4 2023 mainly in connection wiik
the Respironics consent decree, compavable sales growth was 3% and Adjusied EBITA ps n % ol sales
was 12.5%. The provisions charged to sales similarly affect cther mmetrics as a perceniage of sales in the
nbove table.

3) Comparable order intake is presented when discussing the Philips Group’s performance. For the
delinition of this mensvre. reler to chapter 12.4. Olher Key Perfonnance Indicutars, of the Annnal
Reporl 2022,

4y Shareholders refers (o shareholders of Koninklifke Philips M. V. Per share and weighied averngs
share calculations have been adjusted retrospectively lor all pericds presented 1o rellect the issuance of
shores for the share dividend in respect o 2022,

Sales per geogruphic nreal? in millians of EUR wiless nthenwise slated

Q42022
Western Europe L1d4
Norlh Ameriva s T
Otiier malure gc‘og;'apiﬂcs o h T
Tutal waiure peegraphies 3;!’9“ .
Growlh geopraphies T
Philips Gronpsi 5422

13 Bales per geographic area 5 reporied based on counlry of destination

2) Non-IFRS financial measure, Refer to Reconciliation of non-IFRS informalion.

3) Exclnding provisions chnrged 1o sales of FUR 174 niillion in Q4 2023 mainly in connection with
1he Respitonics consent deeree, compnble soles geowils was 3%.

Amounts may not add up due to rounding

Comparable salos declined by 1%, Exclixling provisions charged (o sales ol EUR 174 million, mainly in
connection with the Respironics consent deeres, 1he increase was 3%. This growih was driven by high-
single-digit growth in the Peysonal Health segment and mid-single-digit srowth in the Diagnosis &
Trealment segment.

Acjusted EBITA increased Lo EUR 633 million and the msargin iimproved to 12.9%, Excluding
provisions charged te sales of EUR 174 million, mainly in counection with the Respironics consent
deeree, Adjustod EBITA anounted Lo 12.5%, compared 1o 12.0% in Q4 2022, mainly driven by pricing
& preductiviiy
Res(ruciuring, sequisition-related and other charges were EUR 547 million, compared to EUR 350
atillion in Q4 2022, G4 2023 inchwdes chatges of EUR 363 million in connection with the Respironics
cousent decrec and EUR 52 million Respironies fiokl-action ranning remediation cosls. In addition, it
includes charges i relation (o qualily remcdiation actions of EUR 10¢ onllien,

Financin! income and expenses resulted in a nel expense of EUR 92 million, contpared 10 EUR 78
miliion in Q4 2022, mainly from net foreign exchange resulis including Argentina.

i and shore of resuls of asseeintes. Q4 2022 mainly

measures. partly offsel by cost inflation.

. s i

includes i
included an impairnent of EUR 66 million.
Income tax expense decreased by EUR 252 million year-on-yenr, mainly due to lower income before
Iax. one-ofT recegnilion of 1ax credits aud higher tax incentives in 2023

Net ingome increased compared 10 Q4 2622, mainly driven by lower fax charges.

+ Comparable salas iz malure goopraphios < d by 4%. Excluding provisions charged Lo sales of

EUR 174 million, mainly ia connection with the Respironies consem deeree, matwe geographies
incrcased by 1%. In growth geographies, sales i d by 7% ona ble basis, mainly driven
by double-digit growh in Middle East & Turkey, Conlral & Eastern Gurope and Latin America, pactly
olTset by Russia & Central Asin.




Cash and cash equivalents bukince in millions of BUR

Beginning cish halioce
Irea eash Mowl

N cash flows fron operating activities

Gther cash Mlows [rom investing acti
Trensury shaies Ironsactions

Changes in debt

Ot Tlow tes

Nel vash flows from discontinued operations

Ending cnsh balance 17

1} Non-IFRS Financial measure, Refet to Reconcilintion of non-IFRS information.

i millions of EUR

55 other it slatesl

September 30, 2033
E¥iz)
e debt ' o B Exli

Long-torm dobi

Sho.

Tuénldelst 8162
Cash and eash eq;u'\'."ll.enls o B T s
Net delit s
Sharcholders' cquily ’ L3675
Non-centrolling inlerests n
Gronp equily 12,712
Net deil : group equity eatlol} 366 i - BRGTT

1) Non-IFRS linaneial measure. Refer 1o Reconcitintion of non-TFRS
information.

.

Ned cash Nlows [rom opernling aclivities incrensed! signilicontly, mainly driven by improved working
crpital managemont, Net cash flows included a cash-oul related Lo the provicusly announced resolution
of the sconomic bess clpss actien in the US,

Treasury shares transactions includes share sepurchases as pari of the EUR 1.5 billion share repurchase
program for sapifal reduction purpeses thal was d on July 26, 2621, and share repurchases for
Long-Tenm incentive plans, s well as related withholding 1ax.

Changes in debt in Q4 2022 inchuled the draw-down of EUR 500 million undee the BUR | billion
credil feility thal was amounced in Oclober 2022, par(ly offsel by a comumercinl paper repayvment of
EUR 200 milfion.




Performance per segment
Diagnosis & Treatoment

Key datn jn millions of EUR vuless atherwise statod

Sales
Soles gronth
Mominal salcs prowtly
Compuri bl sale gm;ﬁl;l.; B

Adjusted EBITAN

s a % of solus
Adjusied EBITBAD
s % of sales

1) Non-IFRS (inancial meastre. Reler 1o Reconciliation of non-IFRS information,

Conneeted Care

Koy dats Hions of EUR miless niherwise staled

g
Snles 1622
Snles pranth

Mominal sales grewt
onhpﬂmIvE saley g[ﬁ\\1lll.lfi' )
Income lrom operations
asa of salys
CDITAL
“asa i o sales
Adjusied EBITAL
" awa % of sales
Adjustel EBITDAD
osa % of saber

2
()

i

13 Nou-IERS financial mensure, Refer to Reconciliation of non-IFRS information.

2) Excluding provisions chatged 1o soles of EUR 174 million in Q4 2023 mainly in connection with
the Respironics consent decree, comporable sales growil was 0% and Adjusted EBITA vs a % of sales
was 13.3%. The provisions chazped lo snles simmilarly allect olher melrics as a percentage of sales in the
above table.

Persenal Henlih

Key data in milliens of EUR unless alhenvise slated

ERITAL

crx i 3 of wefes
Adjusted FBITATT
" asa s afsabes
Adjusied LEITDAD
asatiafsaes T T

20K
19

1) Won-IFRS financial measure. Refer to Reeonciliation of non-IFRS information.

Other

Key data in millivos of BUR
T Q2022

131
o

Centrud casts
Other
Adjusled BRTTDAN

1Y Mon-IFRS financial measure. Refer to Reconciliation of nen-IFRS information.

Comparnble soles inereascd by 5%, with hiph-single-tigh growth in Image Guided Thernpy,
Comparable sales in growth geographics showed mid-single-digil growil., mainly driven by double-
digit growth in Middle East & Turkey, Central & Eastern Europe and Latin America. and low-single-
digit growtls in Chinn, parlly offsct by Russia & Cenral Asia. Matore geographics recorded mid-single-
diglt growth, driven by oll regions,

Adjusted EBITA was EUR 259 million and the margin amounted 1o 10.4%, compared to 12.2% in Q4
2022, mainly dug to m ynfavorable mix and phasing of production and costs.

Resiruetining, acquisition-relnéed and other chnrges amounied 10 EUR $6 million. compared (o EUR 78
million i Q4 2022, Q4 2023 includes EUR 81 million charges in relmion [o qualily remcdiation
aclious. In Q1 2024, restructmning, acquisilion-relaicd and other charges are expected 1o Lofol
approximalely EUR 13 million,

Comparable sales deercased by 11%. Excluding provisions chorged (e sales of EUR 174 million, mainky
it conncetion with fhe Respironics consent decree, provwth was at, with high-single-digil growih in
Enlerprise luformalics.

Comparable sales in mature geegraphics showed a double-digit decling, caused by a double-digit
decling in North America <luc 1o the proyisions charged 1o sales of EUR 174 million, mainly in
conneelion wilh the Respironics consent decree. Growih geopraphies showed a mid-single-digit
decling. mainly due (o a double<Tigit decling in China, partly offset by double-digit growih in Latin
America,

Adjusted EBITA increased to EUR 203 million and the margin improved te 15.6%. Excluding
previsions charged 1 sales of EUR 174 million, mainly in connection with the Respivonics consont
deeree, Adjusted EBITA amounted (o 13 3%. compared to 11.6% in Q4 2022, mainly driven by pricing
& productivity measures. parily ollsel by cost inflation.

Restrueluting, acquisition-related and other charges wore EUR 490 million, compared to EUR 207
million in Q4 2022, Q4 2023 inclndes charges of EUR 363 million in conncetion wilh The Respironies
consenl clocres and EUR. 52 million Respi figld-pction munning remedialion costs, In addition, it
includes BUR 31 million provision Jor a legal matter and EUR 19 million for quality remediation
nelions. 1o G1 2024, restimetaring, acquisition-related and olhier charges are expected (o tolal
approximalely ZUR 1040 million, This includes the cosis in relation 10 the Respironics cohsent degree.

Cotnparable sales increased by 7%, mainly driven by Parsonal Care.

LComparable sales in growth geographics showed dovble-digit growih, mainhe driven by Middle Enst &
Twrkey and China. Mature poh led | wle-digit prowih. maainly driven by Western
Eurcpe.

Adiusted EBITA increased {0 FUR 213 million and {he margin improved to 19,9%, compared to 17.0%
n Q4 2022, mainly driven by incrcased sales and pricing & produetivily measures.

Sales decreased by EUR 51 million, mainly due 1o the phasing of rovalty income within the vear.
Adjusted EBITA increased by EUR 5 million. mainly driven by cost savings, partly offsct by lower
royally income,

Restrueturing, acquisition-related nnd other charges ametnled 1o a gain of EUR 40 million, compared
o BUR 61 million cosl in G4 2022, {4 2023 includes a gain of EUR 35 million due 1o a divesimenl. In
1 2024, resiretnring, acquisition-relaled mud other chotpes are expeeted Lo lotal approximately EUR 5
million.



Proposed dividend distribution

A proposal will be sebmilted to the Annual General Meeting of Shareholders, to be held on May 7,
2024, te declare & distibuiion of EUR ¢.85 per cotunoen share, in commeon shares, against retained
canings.

If the above dividend proposal is adopted, the shines will be fraded ex-dividend as of May 9, 2024, al
the New York Stock Exchange and Euronext Amsterdam. I compliance with the listing requirements
of the New York Stock Exchange and Euronext Amsterdam, the dividend record date will be May 10,
2024,

The wumber of share dividend rights entitled to one new common share will be determined based on
the volume-weighted average price of all traded commeon shares of Koninklijke Philips M.V, al
Euronext Amsterdam on May 9, 10 and 13, 2624, The compeany will calculate the number of share
dividend rights entitled fo one new cammen share (the ratio}, such that the gross dividend in shares
will be approximately equal to EUR 0.85. The ratio and the number of shares to be issued will be
announced on May 15, 2024. Distribwiion of the dividend {up to EUR 776 million}, with delivery of
new common shares and seitlement of any fractions in cash, will take place from May 16, 2024,

Furiher details will be given in the agendn with explanatory notes for the 2024 Annual General
Meeting of Shareholders. All information included here remains provisional until then.
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1) on-IFRS financial measure. Refer to Reconciliation of non-IFRS information,

[ Excluding provisions charged 1o sales of EUR 174 millien in Q4 2023 mainly in connection with
the Respironics consent decree, comparable sales prowth was 7% and Adjusted EBITA as n % of sales
was 10.5%. The provisions charged (o sales similarly aflect other metrics s a percentage of sales in the
absave lable,

3 Comyparable order imake is presented when discussing ihe Philips Group's perfonnance. For the
delinilion of this mensure, refer lo chapter 12,4, Other Key Porformance Indicators, of the Annual
Report 2022

4 Shareholders refers to sharehalders of Kaninklijke Philips N.V. Per shave and weighted average
share caleulations have been adjusted vetrospectively for atl periods presenied 1o reflect the issuance of
shares for ihe share dividend in respect of 2022.
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Comparable sales increased by 6%. Excluding provisions charged t0 sales of EUR 174 millien, mainly
in gonnection with the Respironics consent decree. conparable snles growth was 7%. This was mainly
driven by double-digit growth in the Diagnosis & Treatment segment andl aid-single-digil growth in the
Connecled Care segment.

Income from opetalions improved 1o 4 loss of EUR 113 million, including charges of EUR 575 million
Respironics Litigation provision, EUR 363 million in conneclion with the Respironics consenl decree,
and EUR 224 million Respironics field-action ronning remediation costs. from a loss of EUR 1.529
million in 2022, which included a eharge of EUR 1.5 bilkion reloted 1o goodwill and R&D swpairments
Adjusted EBITA increased (o EUR 1,921 million and the margin improved to 10.6%. Excluding
provigions charged Lo saleg of EUR 174 million, mainly in connection with the Respironics consent
tlecree, Aciusted EBITA amounted to 10.5%, compared (o 7.4% in 2022, as n result of inercased soles
and pricing & productivily measures, parly ofTset by cost inflation.

Resltveturing, aequisition-relafed nnd other charges amounted 1o EUR 1.739 million. compared 1o EUR
1.127 million in 2022, 2023 includes charges of EUR 575 million Respironics liligntion provision, EUR
363 milliot in connection with the Respironics consent decree, and BUR 224 million Respironies figld-
aetion runnlng remedintion costs. In addition, it includes EUR 283 million restrueturing charges, mainly
related (o workloree reduction, andl charges in yelation lo quality remediation aclions of EUR 175
million.

Finnneial income and expenses resulled in o net expense of EUR 314 million, compared te a net
expense of EUR 200 million in 2022, 2023 ineludes bigher interest ¢xpense, fair yolue losses on
minerity investments and net Freign cxchange losses compared to 2022,

Income 1ax exponse increased by EUR 40 million vear-on-yenr, mainly due fo the tax <[fect on the
economic loss class-action selllement provision relating o the Respironics reeall. partly offsel by one-
ofL recognilion of tax credils in 2023,

Nel income in 2023 improved, driven by higher camings, olfsel by EUR 375 million Respironics
litigation provision. Net inceme in 2G22 included a charge of EUR. 1.3 billion relnted (e poodwill and
R&D impairmenis.

MNet cash ftows (rom operaling activilies inereased. mainly as a result of higher enrnings and improved
working capital management. Net cash Dows included a eash-out related to the previousty annownced
resolution of the econemic loss class action in the US.

Net capital expenditures decreased, <riven by Lower invesiments in fixed nssots and cash proceeds from
the sale of real estale.

Other cash fows front investing activitics shon ed pn autllow of ELIR 82 million in 2023, compared lo
EUR 698 million in 2022, which included the acquisitions of Vesper Medienl and Cardiologs.

“Treasiry shires Wansactions matoly manden share peprchuses for capiial redoetion and for Long-Term Incentive purposes,
45 well g relsted withholding lax.

Changes in debt in 2022 mainly included new bonds issued of EUR 2 billiou, partly offset by bond
repayments of EUR 1.2 billion.

The 2022 dividend was distribuled in May 2023 fully in comman sharcs,

Net cash [lows rom discontinued operations in 2023 reflects a tox refund related {o a previcusly
divesied business.

The deerease in nel debl to group equity is mainh- due 10 net cash inflows, parily offspt by currency
Irauslation reduetions of equity.
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1) Non-1FRS financial measure, Refer lo Reconciliation of non-IFRS information.

) Excluding provisiois charaed 10 sales of EUR 74 million in Q4 2023 mainly in connaction with
1he Respironics consent decres, comparable sales prowih was 5% and Adjusted EBITA as a % of sales
wag 6.9%, The provisions charged io sales similarly alfect olher metries as a percentage of sales in the
above fable.
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Comparable sales inercased by 11%. driven by double-digit prowth in Image Guidled Therapy and
Precision Dingnosis.

Comparable sales in matore and growlh geographics showed double-digit growth, with strong
contributions from North Ameries, Western Burape and China,

Adjusted EBITA increased to EUR 1,026 million and the macgin improved to 11.6%, compared to 9.3%
in 2022. driven by increased sales nnd pricing & productivity measures. parlly offsel by cost in(lation,
Reslruetwring, acquisition-related and other charges amounted to EUR 219 million. compared to EUR
136 milliozn in 2022, 2023 includes EUR 81 million chorges in relation to quality remediafion actions
and BUR 73 million restrocturing charges. mainh related 1o workforce reduction,

Comparable sales increased by 1%. Excluding provisions charged to sales of EUR 174 million, mainly
in conneetion with the Respironics consenl deerce, growth was 5%, driven by double-digit prowth in
Mouitoring.

Comparable sales in growih geographies showed hiph-single-digit growth. driven by double-digit
growih in Latin Amerien and high-gingle-digin growih in Chinp, ln molure geographies, growth was flar
Exeluding provisions charged 1o sales af EUR 174 million, mainly in connection with the Respirenics
consent deeree, mature geegraphies showed mid-single digit growth, mataly driven by mid-single-digit
growlh in North America and high-single-ligit growth in olher matwe geopraphics,

Income from opertiens improved 1o a loss of EUR L, 199 million, inchuding charges of EUR 573
million Respironics litigation provision, EUR, 363 million in counection with the Respirenics consent
decree, and EUR 224 million Respironics field-aelion running remediation costs, from o loss of EUR
2.347 millien in 2022, which included n EUR 13 biliion goedwill impairment in Slecp & Respiralory
Care.

Adiusied EBITA inereased to EUR 369 million and the margin improved 1o 7.2%. Excluding provisions
charged (o sales of EUR 174 million. mainly in connection with the Respirouics consext decree,
Athjusted TBLTA margin amounted to 6.9%, compared to 2,1% in 2022, driven by increased snles and
produciivily measures, parily offset by cost inflation.

Restrueturing, acquisition-related and other charges were EUR 1,390 million, compared to EUR 875
million in 2422, 2023 inclndes charges of EUR 573 million Respirenies liligation provision, EUR 363
willion in conneetion with the Respironics consenl decree, and EUR 224 million Respironics fieid-
action ronning remediation costs. In addition. it includes EUR 64 million restrucluring charges, mainly
related to workioree reduction, and chavges in relalion le quality remediation aclions of EUR 94
milfon.

Comparable sales incrensed by 3%, strongly driven by Poysonal Care.

Comparable sales in mature hics showed low-single-digit growth, driven by mid-single-cligit
growih in Wostern Enrope, pacily offsel by & decling in North America, Growih geographies recorded
mid-single-digit prowth, driven by double-digit growth in Middle East & Turkey and high-single-digit
I in China, partly offset by o decline in Russin & Central Asia.

Adjusied ERITA increased to EUR 597 million and (he mprgin improved 1o 16,6%, compared lo 14.8%
in 2022, as a result of increased sales pnd pricing & productivity measures,

Restructuring, acquisition-relnied and ather charges amounted 1o EUR 31 million, compared to EUR 7
million in 2022, 2023 includes a EUR 23 million investtent re-measurement loss and restructuring
charges of EUR 9 million, mainly related 1o worklorce redunction.

Sales tlecreused by EUR 31 millien. mainly due lo lower royallics.

Adjusted EBITA increased by EUR 4R milliot. mainly due Lo cost savings, pattly offsel by lower
rovally income.

Resttueturing, acquigition-related and olher charges amounted to EUR 168 million, in line with 2022,
2023 includes EUR 139 million rostructuring charges, niainly related to workloree rednction, and a gain
o[ EUR 35 million e to a divesiment.



Fofward-looking statements and other important information

Forward-ocking statements

This document and the related oral pi including resp 1o questions following the
presentation, contain certain farward-looking statements with respect to the financial condition,
results of aperations and business of Philips and certain of the plans and objestives of Philips with
respect (o these items, Examples of forward-loaking statements include statements made about our
strategy, estimates of sales growth, future Adjusted EBITA *), future restructuring and acquisition
related charges md other costs, future developrents in Plilips” otganic business and the completion
of acquisitions and divestments, Forward-locking statements can be identified generaily as those

cantaining words such as “anticipates”, “assumes”. “believes”, “estimates™, “expects”, “should”,
“will”, “wilt likely result”, “farecast™, “oumtlook™, “prajects”, “may™ or similar expregsions. By their
noture, these statements involve risk and uncertainty beeause they relate to future events and
circumsinnces and thers are many factors that could cavse actual resulis and developments to differ

aterially from those expressed or impslied by these siatements,

These factoers include but are not limited to! Philips’ ability te gain leadership in health informadics in
response to developments in the health technology industry; Philips' ability to transform its business
model to healih technology solutions and services, macioeconomic and geopolitical changes;
integraiion of acquisitions andl their delivery on business plans and value crention expectations;
securing and maintaining Philips’ intellectual property rights, and unauthorized use of third-party
intellectual property rights; Philips' ability to meet expectations with respect to ESG-related matters;
failure of products and services to meet quality or security standardg, adversely affecing patient
safely and customer operations; breaches of cybersecurity; challenges in connection with Fhilips’
slrategy to improve execufion and ofher business performance initiatives. the resilience of our supply
chain; attracting and retaining personnel; challenges & drive operanional excellence and speed in
bringing innevations to market; complionce with regulations and standards including quality, praduct
salety and {cyber) securily; compliauce with business conduet rules and regulations including privacy
and upcoming ESG disclesure and due diligence requitements; treasury and financing risks: tax tisks;
reliability of internal contyols, financial reporting and managemeit process, global inflation. Asa
result, Philips’ actual fulure resulis may differ matesially fiom the plans, goals and expectalions set
forth in such forward-locking statements. For a discussion of fuctors that could cause future results 10
differ from such ferward-looking statements, see alsa the Risk management chapter included in the
Annual Report 2022, Reference is also made to section Risk management in the Phifips semi-annual
report 2623,

Israel

The risk facters discussed in Philips’ Annual Report 2022 (section 6.3} include the strategic risk that
1he company s global operations are exposed to geepolifical and macroeconomic changes. The current
situation in Istael further increases economic and political uncertainty and may affect the company s
resulls of operations, financial pesition and cash flows. Philips is present in Istael with several
subsidiaries, mainly in Diagnosis & Treatment and Connected Care, that are primanily invelved in
manufacinring and resoarch and developient (R&D) actlvities. Please refer o o 2022 Country
Activity and Tax Report {p. 37) for further information on our activities in Israel.

Respironics

Philips has recognized a provision related to the voluntary recall notification in the US/feld safety
natice outsids the US for certain sleep and respiratory care products, based on Philips’ best eslimate
for ihe expecicd field aciions, Fuure developments are subject to uncertainies, which require
management o make estimates and assumptions. Actual outcames in future periads may differ from
these estimates and affect the company s results of operations, financial position and cash flows.
Furthermore, Philips is a defendant in several class-actton lawsuits and individual personal injury
claims, and is in the process of finalizing a consent decree with the FDA. Given (he unceriain nature
of the relevant events, and of their potemial financial and operaticnat impact and assaciated
obligations, if nay, the company has oot made any legal pravisions in ihe accounts for thess matiers,
except for the following, In the first guarter of 2623, Philips Respironics recorded a provision in
connection with an anficipated resolution of the economic loss class action pending in the US. The
provision is subject ta fmal court approval of the nepatiated seitlement agzreement and is based on

Philips® best estimate for the expecied settlement amounts, which is, in parg, based on the expected
aumber of claims ultimately fifed pursuant the sefilement once it is approved. Actusl outcomes i
future periodls of the above matters may differ fram these estimates and affect the company’s results
of operations, financial positions ad cash flows.

Third-parly market share data

Statements regarcing market share, contained in this document, including those regarding Philips’
compelitive position, are based on outside seurces such as specialized research institutes, industry and
dealer panels in c ion with nent Whete inforination is not yet available to
Philips, market shase statements may also be based on estimades and projections prepaved by
manageinent and/or based on cutside sources of infarmation. Management’s estimates of rankings are
based on order intake or sales, depending on the business.

Market Abuse Regulntien
This press release confains insicle information within the
meaning of Article 7(1) of the EU Market Abuse Regulation.

Use of non-1FRS information

In presenting and discussing the Philips Group's financial
position, operating results and cash flows, management uses
certain non-1FRS financial measures. Thess non-1FRS financial
measures should not be viewed in isolation as aliematives o
the equivalent IFRS measure and should be wsed in conjunction
with the most directly comparable TFRS measures. Non-IFRS
financial measures do not have standardized meaning imder
IFRS and therefore may not be parable fo sintilar
presented by ofher issuers. A reconcilintion of these non-IFRS
measures lo Ihe most directly comparable IFRS measures is
contained in this document. Furlher infosmation on nan-1FRS
measures can be found in the Aonval Report 2022,

Pregentation

All amounts are in millions of euros unless otherwise stated.
Due to rounding, amounts may not add up precisely to totals
provided. All reported data is wiaudited. Financial reporting is
n aceordance with the acceunting policies ag stated in the
Annual Report 2022, Priar-period amounts have been
reclussified to conform to the current-period presentation.

Philips has realigned the conposition of its reporting segmeits
effective from April 1, 2023. The most notable change is the
shift of the previous Enterprise Biagnostic Informatics business
from (he Diagnosis & Treatment segmens to the Connected
Care segment. This business, together with other informatics
solutions in the Connected Care segmert, now forms the
Enterprige Informatics business. Accordingly, the eomparative
figurcs for the affected segments have been restated. The
resiatement has been published on the Phifips lnvestor
Relations website and can be accessed here.

Per share caloulations have been adjusted retrospectively for all
peniots presented to reflect the issyance of shares for the share
dividend in respect of 2022,

*¥ Non-1IRS financial measare. Reler to Reconciliation of non-I¥RS
nformaiion.
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) Shareholders refers o sharehold of Koninklijke Philips N.V.
2) Per share calculations have been adjusied retrospectively for all perieds presented 1o reflect the issuance of shares for the share dividens in Tespect of 2022.

Amounts may not add up due te roimding.



Condensed statements of comprehensive income
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Condensed consolidated statements of cash flows
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Condensed consolidated statements of change in equity
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Reconciliation of non-IFRS information

Certain non-EFRS financial measures are presented when disoussing the Philips Group's parformance:

Comparable sates growil

Adjusted income [romn conlinuing operations atiribulalle (o slreholders

Adjusted incomne fiom conlinving operations atiribulable lo sharelolders per cemmon shave {in EUR} - diluted (Adjusied EPS)
EBITA

Adjusted EBITA

Adjusted EBITDA

Free cash llow

Mel deld : group <quity ratic, refer to Fourth-ruarter highlights and Full-year highlighis

For the definitions of the non-1FRS financial measures listed above, refer to chapter 12.3, Reconciliation of non-IFRS informaiion, of the Annual Report 2022 and to the Forward-looking statements and other
imfrortant information,
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1) Non-iFRS financial measure. Refer o Recongilipion of nen-IFRS information.

D Comparable order intake is presented when discussing the Philips Group's petformance. For the definition of this measuve, refer to chapter 12.4, Other Key Perfonmance Indicators, of the Anmual Report 2022,

3 Contain rounding difference.

4 Shareholders vefers to sharebolders of Koninklijke Philips N.V. Per share and weighted average share calevlations have been acljusted retrospectively for all periods presented 1o reflect the issuance of shares for

the share dividend in respect of 2022,
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2) Compnrnble order intake is presened when discussing the Fhilips Group's performance. For ihe deilnition of this measure, refer 1o chapler 12,4, Other Key Performance Indientors, of the Anaval Report 2022,
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the share dividend in respect of 2022,
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1 introduction

This dotument contalns Information required for the Annual Report on Form 20-F for the year ended December 31, 2022 of Kaninklijke Philips NV, (the 2022 Form 20-F}.
Reference is made to the Form 20-F cross reference table herein. Cnly {i} the informatian in this document that is referenced in the Form 20-F cross reference table, (i) this
introduction and the cautionary statement “forward-lcoking statements” on the next two pages and {iii} the Exhibits shall be deemed to be filed with the Securities and
Exchange Commission for any purpose, Any additional Informatlon in this decument which is not referenced in the Form 20-F cross reference table, or the Exhibits themsealves,
shall not be deemed to be so incorporated by reference, shall not be part of the 2022 Form 20-F and is furnished to the Securities and Exchange Commission for information
only,

References to Philips
Referances to the Company of company, to Philips or the (Philips} Group or group, relate to Koninklljke Philips N.V. and its subsidiaries, as the context requires, Royal Philips
refers ta Koninklijke Philips NM.

IFRS based information

The audited consolidated financial statements as of Decernber 31, 2022 and 2021, and for each of the years in the three-year period ended December 31, 2022, included in the
2022 Form 20-F have been prepared in accordance with International Financial Reporting Standards (IFRS} as endersed by the European Union {EU). All standards and
interpretations issued by the International Accounting Standards Board (LASB} and the IFRS interpretations Committee effective 2022 have been endersed by the EU;
consaguently, the accounting policies applied by Philips also comply with IFRS as Issued by the [ASB. These accounting policies have been applied by group entities.

Use of non-IFRS information

In presenting and discussing the Philips financlal position, operating results and cash flows, management uses certzin financiai measures that are not measures of finangial
performance or liquidity under IFRS ('non-1FRS"). These non-IFRS measures should not be viewed in isclation as alternatives to the equivalent IFRS measure and should be used
in conjunction with the most directly comparable IFRS measures. Non-IFRS measures do not have standardized meaning under IFRS and therefore may hot be comparahle to
similar measures presented by other issuars. A reconciliation of these non-IFRS measures to the most directly comparable IFRS measures is contzined in this document.
Reference is made in Reconciliation of non-IFRS information.

Third-party market share data

Statements regarding imarket share, contained In this document, Including those regarding Philips’ competitive positlon, are based oh outside sources such as specialized
research institutes, industry and dealer panels in combination with management estimates, Where full year information regarding 2022 is not yet available to Philips, market
share staterents may also be based on astimates and projections prepared by management and/or based on outside sources of information. Management's estimates of
rankings are based on order intake or sales, depending on the business.

Documents on display

Philips’ SEC filings are publicly avaifable through the SEC’s wehsite at www.sac.gov. The SEC website contains reports, proxy and information statements, and other informatien
regarding issuers that file electronically with the SEC. Philips’ internet address Is www.philips.com/investor. The contents of any websites referred to herein shall not be
considerad a part of or incorporated by reference into this document.

For definitions and abbreviaticns reference is made in Definitions and abbreviations



2 Forward-looking statements

Pursuant to provisions of the Unlted States Private Securlties Litigation Reform Act of 1995, Fhilips Is providing the following cautionary statementi.

This document, including the information referred to in the Form 20-F cross reference table, contains certain forward-looking staternents with raspect to the financial
condition, results of eperations and business of Philips and certaln of the plans and oblectives of Philips with respect to these items, in particular, among other statements,
certain statements in [tem 4 “Information on the Company” with regard to management objectives, market trends, market standing, product velumes, business risks, the
statements In [tem 5 "Operating and financial review and prospects” with regards to trends in results of operations, margins overail, market trends, risk management,
exchange rates, the statements in Item 8 “Financial Information” relating to legal proceedings and goodwill and statements in ltem 11 "Quantitative and qualitatlve disclosurs
ahout market risks” relating to risk caused by derivative positions, interest rate fluctuations and other financial exposure are forward-looking in nature. Forward-looking

"o, "o

statements can be identified generally as those containing words such as “anticipates”, “assumes”, “believes”, “estimates”, "expects”, “should”, “will¥, “will likely resul”,
"k

“farecast”, “outiook”, “projects”, “may” or similar expressions. By their nature, these statements involve risk and uncertainty because they relate to future events and
circumstances and there are many factors that could cause actual results and developments to differ materially from thase expressed or implied by these statements.

‘These factors include but are not limited to: Philips” ability to gain leadership in kealth informatics in respanse to developments in the health technology industry; Philips”
ability to transform Its buslhess madel to health techhology solutions and services; matroeeonomic and geopolitical changes; integration of acquisitions and their dellvery on
business plans and value creation expectations; securing and maintaining Philips’ intellectual property rights, and unauthorized use of third-party Intellectual property rights;
ability to meet expectations with respect to E3G-related matters; failure of products and services to imeet quality or security standards, adversely affecting patient safety and
customer operations; breach of cybersecurity; challenges In connection with Philips' strategy to Improve execution and other business perfermance initiatives; the resilience of
Philips' supply chain; attracting and retaining parsonnel; COVID-19 and other pandemics; challenges to drive operational excellence and spead in bringing innovations to
market; compliance with regulations and standards Including quality, product safety and (cyber) security; compliance with business conduct rules and regutations including
privacy and upcoming ESG disclosure and due diligence requirements; treasury and financing risks; tax risks; reliability of internal controls, financial reporting and management
process; global inflation,

As a rasult, Philips’ actual future results may differ materially from the plans, goals and expectations set forth in such forward-looking statemnents. For a discussion of factors
that could cause future results to differ from such forward-locking statements, reference is made to the information In Risk facters.



3 Form 20-F cross reference table

Only {i) the information in this document that Is referenced in the Form 20-F cross reference table, (ii} the Introduction and the cautionary statements concerning forward-
locklng statements of this report on pages 5-6, and {iii} the Exhibits shall be deemed to be filed with the Securltles and Exchange Commission for any purpose. The content of
Philips’ websites and other websites referenced hereln should not be considered to be a part of or incorporated into the 2022 Form 20-F. Any additional information which 1s
not referenced in the Form 20-F cross reference table or the Exhiblts thamselves shall not be deemed to be so incorporated by reference, shall not be part of the 2022 Form
20-F and is fsrnished to the Securities and Exchange Commissian for infermation only.

The table below sets out the location in this document of the information required by SEC Form 20-F, The exact locatioh is included in the column ‘Location in this document’,
The column “Page” refers to the starting page of the section for reference only (and is not intended to refer to the starting page of the specific subsection, If applicable],
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4 Message from the CEO

Dear Stakeholder,
Philips is a company wlth strong market leadership positions, an extensive customer base, strong innovation portfolio, talented employees, and a global purpose-driven brand,
Yet, as our 2022 performance underlines, we are not extracting the full value of our businesses and have disappointed many stakeholders.

My priority as CEQ is to address operational challenges, Improve performance, and drive progressive value creation through a strategy of focused organic growth and an
innevation model shift te increase the impact of patient- and people-centric innovation at scale, Execution will be the key value driver, with three ¢lear priorities around
improving patient safety and quality, creating more reliable and resilient supply chains, and simplifying the way we work, se we are more agile and competitive,

Addressing priority challenges —~ improved execution as key value driver

Cur first priority is to rebuild Philips’ reputation around patlent safety and quality. The recal| of specific Respironics sleep therapy devices and ventilators let down the patients
who depended on them, and the dociors caring for these patients. We apalogize deeply for that and are working hard to restore trust with all stakeholders. By year-end,
fellowing the substantial ramp-up of capacity, Philips Respirorics had completed around 90% of the productien required for the delivery of replacement devices to patlents.

In consultation with regulators arcund the world, we have also been conducting a comprehensive test and research program to better understand the potentizl health risks
assoclated with the use of affected deviees, | am very conscious that 18 months Is long, but this work had to be done thoroughly. | am encouraged by the test results for the
first-generation DreamStation devices, that account for over two thirds of the registered affected davices: the prevalence of visible foam degradation is low, and the emission
of the detected volatile organic compounds and particulates are within the applicable safety [imits and not expected to resultin appreciable harm te health in patlents.

We are fully committed te completing the Respirenics recall and tasting program in 2023, We will also implement all measures agreed with the US Food & Drug Administration
{FDA) and US Departrant of Justice, including & consent decree, and rebulld ties with the FDA and other national regulators, We have put the leadership and end-to-end
organization in place and have invested significantly in doing se. Across the company, we have assigned the highest priority to making the necessary step-up in patient safety
and guality management and have elevated eadership of patient safety and quzlity tc Executive Committee level.

An integral aspect of quality is the ability to deliver and install equipment on time and to the required specifications. To this end, we are taking decisive action to make our
supply chain more reliable and predictable, by securing near-term supply, redesigning and pruning our portfolic, and moving from a ‘one size fits Il supply chain structure to a
more agile, tailored value chain model per business, with dedicated and upgraded domain expertise. This will secure mare deliveries, drive faster order-book conversion and
build down inventory.

We are also simplifying the way we work to drive accountability and agility, with the aim of unlocking significant productivity and margin gains. This simplification — with end-
te-end businesses with single accountability and more focused targets, supported by a much leaner enterprise layer, strong regions and a reinvigorated culture of patient- and
people-centricity, innovation impact and clear accountability —is a primary enabler to drive flawless execution.

The set of measures we have taken includes the very difficult, yet necessary decisions announced in October 2022 and January 2023 to reduce our workforce by 4,000
employees and then a further 6,000 respectively, as wa drive a major step-up in productivity. We will strive to implement these reductions with due respect for every
employeea affected and in line with all local rules and regulations,

We helieve that, together, these measures will help us establish the culture, capabilities and infrastructure heeded to consistently extecute and deliver as a reliable patient- and
people-centric health technology company,

Focused organic growth in Diagnosis & Treatment, Connected Care and Personal Health
As well as restering our reputation as a responsible patient- and people-centric innovation leader in health technology, we urgently need to get back on course to create value
with sustainable impact. To do this, we will drive organic growth through scale and [eadership:

+ Focusing investments to accelerate growth in Irage Guided Therapy, Ultrasound and Monitoring, where we have strong #1 or #2 positiens, and expand our
leadership position in Personal Health

+ Scaling our new Enterprise Informatics business

» Driving margin improvement in Diagnostic Imaging

+ Restoring the Sleep & Respiratory Care business,

We will leverage our distinctive market positions, especially our strong presence in North America and many international markets, while further localizing to support cur
leadership position in China.

Patient- and people-centric innovation at scale

We wilt continue to invest significantly in innovation, but are making a number of impaortant charges to increase the impact of our patient- and people-driven innovation.
Focusing our resources on fewer, better-rescurced and mare impactful grojects, we will concentrate a higher proportion of cur R&D resources in the businesses to ensure that
innavation is done closer to our customers, We will scale and accelerate innovations, driven by the business and supparted by rightsized corparate research, with patient
safety, quality and sustainability at the core of innavation design. The technalogical and business modal innovation that Philips brings te healthcare across care settings — often
as part of long-term partnerships — is critical, making care delivery more convenient and sustainable.

2022 performance

Looking back on last year, sales increased nominally to EUR 17.8 billlon, while several factors weighed down on profitability, Performance was impacted by our effarts to
mitigate supply chain and inflationary pressures and the revenue and cost consequences of the Philips Respironics sleep recall, whilst at the same time dealing with glokal
challenges such as the COVID situation in China, volatile demand and supply, and the war in Ukraine. As we worked through the operational challenges, we progressed on our
execution priorities in the fourth quarter and saw Initial signs of improvement.

| find it greatly encouraging that, despite our recent difficulties, Philips’ purpose, strategy and solutions resonate strangly with customers, as evidenced by the around 100
long-term strategic parinerships we entered inte with hospitals and health systems around the world in 2022, and by the continued strength of our order baok.

Delivering on our ESG cormmitments

Environmental, Social & Governance (ESG) are three key dimensions defining cur approach to doing business respensibly and sustainably. in 2022, we reached 1.81 billion
people with our products and services, including 202 million tn undersarved communities — taking us a step <loser to cur goal of improving 2 billion lives per year by 2025,
including 300 million in underserved communitiess.

We continued to work hard to deliver on our other key ESG commitments, For example, our updatad carbon reduction targets were approved by the Science Based Targets
initiative [SBTI), and we were included in CDP's climate action %A-List’ for the 10% yaar in a row. We see Increasing momeantum within the healthcare industry and on the part of
our customers to reduce their environmental impact, and we are well placed —with innovations such as our BlueSeal magnet for helium-free-for-life MR and our Circular
portfolio —to support that trend and help create a sustainable infrastructure for the future of healthcare.



Looking ahead

We remain cautious in light of the subdusd economic cutlook for the vear, staffing and inflationary pressures facing our customers, geopoliticat risks, supply and demand
volatility, and uncertainties around ongeing consent decree negotiations, [itigation and Department of Justice Investigations, Nevertheless, we expect that, by prioritizing
patient safety and quality, tightening our focus on innovation and strengthening our category leadership areas, while at the same time improving execution and taking a
disciplined approach to capital, we will be able to progressively create valus with sustainable impact. Against this background, and reflecting the importance we attach to
dividend stability, we propose to maintain the dividend at EUR 0.85 per share, to be distributed in shares.

On behalf of the Executive Committee, | would like to acknowledge, onca again, that 2022 has been very disappointing and we carry accountability for the plan to bring Philips
back to where it belongs. | want to thank our customers and their patients for their understanding — and our suppliers and ecosystem partners for their support -~ over this past
year. | appreciate our employees' hard work and willingness to embrace change and drive performance improvement. And | wish to thank our shareholders and other
stakeholders for their continued support In these challanging timas.

| am honored to have bean tasked with lead|ng our company and am heartened by the support | have encountered from our employees and customers, investors and other
stakeholders. | am realistic about the challenges we face, but have full confidence in our plan of action and am firm in my resolve to lead Philips back te a position of strength
in 2 world that needs meaningful innovation,

Roy Jakobs
Chief Executive Officer



5 Board of Management and Executive Committee

Roval Philips has a twe-tier board structure consisting of & Beard of Management and a Supervisory Soard, each of which is accountable to the General Meeting of
Shareholders for the fulfillment of Its respective duties, The Board of Management is entrusted with the management of the company. The other members of the Executive
Committee have been appointed to support the Board of Management in the fulfilment of its managerlal duties, Please also refer to Board of Management and Executive
Committee withln the chapter Corporate governance.

Members of the Board of Management

Roy lakobs

Barn 1874, Dutch and German

Chief Executive Officer [CEC]

Chairman of the Board of Management and the Executive Commities since Dctober 2022

Roy Jakebs joined Phikips in 2010 and has held various global leadership positions across the company, starting as Chief Marketing & Strategy Officer for Philips Lighting. In
2012, he became Market Leader for Philips Middle East & Turkey, leading the Healthcare, Consumer, and Lighting businesses out of Dubai. Subsequently, he became Business
Leader of Domestic Appliances, based in Shanghat, In 2015, In 2018, Roy joined the Executive Committee as Chief Business Leader of the Personal Health businesses and in
early 2020 he started as Chief Business Leader of Connected Care, Prlor to his career at Phllips, he held various management positions at Royal Dutch Shell and Reed Elsevier.

Abhijit Bhattacharya

Barn 1961, Indian

Executive Vice President

Mesmiber of the Board of Management since December 2015

Chief Finanelal Officer

Abhijit Bhattacharya first joined Philips in 1987 and has held multiple senior leadership positions across various businesses and functions In Europe, Asia Pacific and the US. Between 2010 — 2014, he was
the Head of Investor Relations of Philips, and swbsequently, CFO of Philips Healthcare, Philips’ largest sector at the time. Prlor to 2010, Abhijit was Head of Operatlons & Quality at ST-Ericsson, the joint
venture of 5T Microelectronics and Ericssan, and he was CFO of NXP’s largest business group.

Marnix van Ginneken

Born 1973, Duteh

Executlve Vice President

Member of the Board of Management since November 2017

Chief 656G & Legal Diffcar

Marnix van Ginneken joined Philips in 2007 and became Head of Group Legal in 2010. tn 2014, Marnix becare Chief 1egal Officer of Royal Philips and Member of the Executive Comimittee. He s
responsible for ESG/Sustainability, Legal, Intellectual Froperty & Standards and Government & Public affairs. Since 2011, he [s also Professor of International Corporate Governance at the Erasmus
Schoal of Law in Rotterdam. Before joining Philips, Marnix worked for Akze Nobel and as an atterney in a private practice,

Other members of the Executive Committee
as of December 31, 2022

Willem Appelo

Born 1964, Dutch
Executive Vice President
Chief Operations Officer

Andy Ho

Born 1961, Chinese/Canadian

Executive Vice President

Chief Market Leader of Philips Greater China

Deeptha Khanna

Beorn 1976, Singaporean

Executive Yica President

Chief Business Leader Personal Health

Bert van Meurs

Bern 1961, Dutch

Executive Vice President

Chief Business Leader Image Guided Therapy and jointly responsible for Disgniesis & Treatment

Edwin Paalvast

Born 1963, Dutch

Executive Vice President
Chief of Intarnational Markets

Shez Partovi

Born 1967, Canadian

Exacutive Vice Prasldent

Chief Innovation & Strategy Officer

Vitor Rocha

Born 1969, Brazilan/American

Executive Vice President

Chief Market Leader of Philips North America



Daniela Seabrook

Born 1973, Swiss

Executive Vice President

Chlef Human Resources Dfficer

Kees Wesdorp

Born 1976, Dutch

Executive Vice President

Chief Business Leader Precision Diagnosis and jointly responsibla for Diagnesls & Treatmant

Thls paga reflects the composition of the Executive Commiltes as December 31, 2022. As announced on December 8, 2022, Kees Wesdorp lefl the company
an January 1, 2023, with Bert van Meurs (Chief Buslness Leader for the Image Guided Therapy businesses) temporarlly expanding his role to include the
leadership of the Precision is & As announced on January 30, 2023, Steve C. de Baca and Jeff DiLullo joined the Executive Committes, effective
February 6, 2023, as Chief Patient Safety & Quality Officer and Chief Market Leader of Fhilips North America, respectively. As such, M DiLulio succeeds Vitor
Rocha, who left the company effective as per the same date, Phillps expects to annonnce new laaders for its Connected Care businesses {which was the
responsthility of Roy Jakobs untll his appointment es CEO) as well 2s for Its Precision Diagnosis businesses, in 2023. For a currant overview of the Execulive

[« see alsn hitps: /A philps.comfa-w/about/executive-committee htm|




6 Strategy and Businesses

6.1 Our strategic focus

A strategy of focused organic growth, founded on elear choicas in business and innovation, and improved execution
Over the past 10 years, Phllips has undergone a transformation to reshape its portfollo and become a focused health technclogy cornpany, As a result, we are active in highty
attractive segments that offer significant petential for growth and margin expansion.

These markets are aitractive due to the underlying growth of demand for access to healthcare from an aging and growing population. This in turn fuels the need for
meaningful innovation to address the rising healthcare spending and staff shortages and make healthcare more efficient and praductive, while driving better outcomes.

At Philips, we view the provision and collection of data from patient monitors, imaging devices, and Electronic Medical Records as the foundation upon which Artificial
Intelligence {Al) propositions can be built to turn clinical data Into actionable insights for patients, providers, and eonsumers. In addition to providing dlinical insights, the same
system, infermatics and service solutions also provide improved operatlonal forecasting - something our customers have been requesting since COVID-12 to help them
imprave productivity.

When we perform all of the above for a particular health condliion, such as cardiac disease, we establish domain expertise across various sites of care for that disease state.
Our healthcare customers are asking for integrated innovations that enable them to care for patients both in the hospital and in outpatient settings. In parallel we continue to
provide impactful consumer health propositions

Creating value with sustainable impact

2022 was a difficult year for Philips as its business and financial performance suffered due to challenges in execution, quality and supply, and 2 complex operating model, Going
forward, Philips will address these operational challenges, iImprove perfermance, and drive progressive value creaticn through a strategy of a) focused organic growth, b
scalable patient- and people-centric innovation, and ¢} focus on reliable execution, prioritizing patient safety and quality, supply chain reliability, and a simplified operating
model. All supported by a reinvigorated culture of accountability, empowerment and strengthened hezlth technology talent and capabilities.

Focused organic growth
Having transformed to become & health techrelogy company in recent years, we will now focus on extracting the full value of our strong portfolio with leading positions.

we will focus ivestments to accelerate growth and margin expansion In areas — Image Guided Therapy, Ultrasound, Monitoring, and Personal Health —where we have strong
#1 ar #2 positions. In 2022, approximately 70% of our sales were generated by businesses with such leadership positions in the hospital and the home. We will also scale our
new Enterprise Infermatics business, drive margin jmprovement in Diagnostic Imaging, and restore Sleep & Respiratory Care.

Scalable patient- and people-centric innovation

Philips’ purpose — to improve people’s health and well-being through meaningful innovation —is at the center of everything we do. This core principle has never been more
relevant than It Is in these challenging times. As a leading health technology company, we belleve that — viewed through the lens of cusiomer needs —~ patient- and people-
centric Innovation can improve people’s health and healthcare outcomes, as well as making care maore convenient and sustainable, bath in the hospital and at home.

Given our global presenice, strong enterprise informatics platforms, lambulatory) menitoring and Imaging data, as well as our capakilities to suppert care across settings, we
believe Philips is well positioned to do this, and — leveraging our strong <linical, censumer and Envirsnmental, Social & Governance (ESG) franchise, and our strong brand - do
it ina convenient and sustainable way.

In the consumer domain, we develop innovative solutians that support healthier lifastylas, prevent disease, and help people to live well with chronie illness, also in the home
and community settings.

In clinics and hospitals, we are teaming up with healthcare providers to innovate and transform the way care is delivered. We listen closely to our customers’ needs and
together we co-create solutions that help our customers improve outcomes, patient and staff experience and productivity. We are embedding Al and data science in our
propesitions —for instance, applying the power of predictive data analytics and artificlal intelligence at the point of care — to leverage the valua of data in the clintcal and
operational domains, aiding clinical decision making and impraving the quality and efficiency of healthcare services. Increastngly, we are working together with our health
systems customers in novel business models, including cutcome-criented payment models, that align their interests and ours in long-term partnerships.

Going forward, we will focus our innavation on where we see customer needs evolving. To improve outcomes, we will support clinical warkflows in areas where we have
domain leadership, e.g. cardiology and the ICU. To increase productivity in a system having to contend with high patient velumes, staff shortages and rising costs, we will
enhance care pathways and operational workflows through integrated technology infrastructure, and we will leverage our (enterprise} informatics and hardware innovation to
lower costs and reduce the burden on staff. To improve the delivery of care outside the hospital, we will utilize our consumer/home experience and our strength in data and
informatics to connect and support care for patients, with better outcomes, across settings.

In daing so, we will leverage leading technologies across our portfolio. To name just & handFful, by way of example: our Ingenia Ambition MR system with BlueSeal magnet that
offers helium-free-for-life operation; our Azurion suite of interventional cardiclogy solutions; our IntelliVue MX750 and MX850 patient moniters and MCOT ambulatory cardiac
2Patch offering comprehensive monitoring capabilities across sites of care; and our multi-ven dor, multi-madality, multi-site Radiology Operations Command Center virtualized
imaging salution.

While we continue to invest significantly in innovation, we are making a number of impertant changes to increase the impact of our patient- and pecple-driven innovation and
geherate hetter returns. Maving forward, we will focus our resources on a smaller number of projects and preducts with greater potential for impact. We will scale and
acecelerate innovations, driven by the business and supported by rightsized Group research, with patient safety, quality and sustainability at the core of design. By bringing our
central innovation activities into the heart of the businesses, we are bringing our system and software innovation closer to cur customers.

Focus onimproved execution
The key driver for our performance improvement is improved execution grounded in three decisive actions:

L. patient safety and quality: putting this at the heart of {business) innovatton, elevating the function to Executive Commities level, and embedding it in our
culture, e.g. by giving all employees dedicated patient safety and guality objectives;

2. supply chain reliability: moving from a centralized ‘cne size fits all' supply chain structure 10 a more agile, dedicated end-to-end set-up per business, and
pruning and redesigning products;

3. a simplified operating model: end-to-end businesses with single accountability working in a leaner, more agile way, guided by patient- and people-centricity
and accountable leadership with empowered teams,

OQur ambition
With our glebal reach, market leadership positicns, deep clinical and technological Insights, and customer-centric, patient- and people-focused innovation capability, we
believe Philips is well placed to create further value in a changing health and care world.



W aim to improve the lives of 2 billion pecple a year by 2025, including 300 million in urderserved communities, rising to 2.5 billion and 200 millionh respectively by 2030. This
is one of the comprehensive set of commitments we have deployed across all the Environmental, Social and Governance (ESG) dimensions that help guide the execution of our
strategy and support our contibution te UN Sustainable Development Goals 3 (Ensure healthy lives and promote well-being for afl at alf ages), 12 (Ensure sustainable
consumption and production patterns} and 13 {Take urgent action to combat climate change and its impacts).

We strive to deliver superior, long-term valug to patients, customers, consumers and shareholders, while acting responsibly towards our planet and society, in partnership with
our stakeholders, We believe that, executed with rigor, discipline and quality, the strategic imperatives cuthned above, in combination with a velentless facus on execution, will
put us back on track for a future of progressive value creation with sustainable impact.



6.2 How we create value with sustainable impact
Based an the International Integrated Reporting Councll framework, we use various rescurces to ereate value with sustalnable impact for our stakeholders.

Resource inputs

Human
« Employees 77,233, 120-plus natlonalities, 39% female

+ Philips University 1,344,956 courses, 1,880,416 hours, 1,009,459 training completions
* 32,742 employees in growth geographies
+ Focus on Inclusion & Diversity

Intellectual
» Invested in R&D EUR 2.1 billion (Green Innovation EUR 168 million)

» Employees in R&D 11,620

Financlal
» Equity EUR 13.3 billion

= Netdebt™ EUR 7.0 hillion

Manufacturing

+ Employees in production 39,742

» Industrial sites 23, cost of materials used EUR 4.3 billlon

» Total assets EUR 31 billion

» Capital expenditures on property, plant and equipment EUR 444 million

Natural

» Energy used in manufacturing 338.1 gigawatt hours

« Water used 677,632 m®

+ 'Closing the loop® on all our professional medical equipment by 2025

Social
s Philips Foundation

+ Stakeholder engagement
¢ Volunteering policy

Value outcomes

Hurran
* Employee Engagement Index 77% favorable

o Sales per employee EUR 230,817
+ Safety 172 Total Recordable Cases

Intefectual

+ New patent filings 320

« Royalties EUR 419.0 million
« 171 design awards

Financial
« Comparable sales growth' {2.8)%

« Adjusted EBITA™ as a % of sales 7.4%
« Free cash flow™ EUR (861) million

Manufacturing
« EUR 12,1 billion revenues from goods sold.

Natural
» 71.7% Green/EcoDesigned Revenues

« 18% revenues from circular propositions

*+  Net CO, emissions from own operations down to zero kilotonnes

» 62,000 tonnes (estimated} materials used to put products on the market
* ‘Waste 22,802 tonnes, of which 91% repurpased

Social
= Brand valua USD 12.8 hillion {Interbrand})
» Partnerships with UNICEF, Red Cross, Amref and Ashoka

Societal Impact

Human

s Employee benefit expenses EUR 6,952 million, all staff paid at least a Living Wage
+ Appointed 71% of our senior positions from internal sources

* 30% of Leadership positions held by women

Intellectual
» Around 55% of revenues from new products and sclutions intreduced in the last three years

+ Approximately 70% of sales from leadership positions

Financial
* Market capitalization EUR 12 hillion at year-end

» Long-term credit rating A-, Baal?, BBB+*"]
» Dividend EUR 741 million
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Manufacturing
» 100% efectricity from renewable sources

Natural
+ Environmental impact of Philips operations up to EUR 128 millicn

» All 23/23 industrial sites Zero Waste to Landfill’ at year-end 2022
+ Updated CO, reductions approved by the Science Based Targets initiative

Social
+ 1.81 billion Lives Improved, of which 202 million in underserved communities (including 2.2 million via Philips Foundation}

o 453,000 employees impacted at suppliers participating in the 'Beyond Auditing' program
* Total tax contribution EUR 3,469 million {taxes pald/withheld)
s Income tax benefit EUR 113 million; the effective incoma tax rate is 6.5%

*) Non-IFRS financfal measure. For the definition and reconciliation of the most directly comparable IFRS measure, refer to Recenciliation of aon-IFRS information.
+y  TFitch, 2 Moody's, * Standards & Poor's

Materiality analysis

We identify the Environmental, Social and Governance topics which we believe have the greatest impact on our business and the greatest level of concern to stakeholders
along our value chain, for instance patient safety and quality. We do this through a multi-stakeholder process, Assessing these topics enables us to prioritize and focus upon
the most material topics and effectively addrass these in our policies, programs and targets, We do this with reference to the GRI standard and identify and assess impacts on
an ongoing hasis, for example through discusslons with our customers, suppliers, Investors, employees, peer companies, soclal partners, regulators, NGOs, and academics, We
also conduct a benchmark exercise, carry out trend analysis and run media searches to provide input for our materiality analysis. GRj has not yet published 2 sector standard
for the healthcare industry. Philips’ impact on society at large is covered through our Lives Improved metric and the Environmental Profit & Less account, as well as a number
of other KPIs addressed tn Environmental, Social and Govarnance.

External Importance

& high @ Employee well-beln
Public health risks
Fair & inclusive workpiace §
fasponsihle & re pRly thains @: :
Climatechangs @ Prndw_..lcl ro.spb_nslbiir'k'y & saf’e(y‘
Human fights @ Buslness ety
Energy aificlency B
Geopolitical events ’ Hovernance ’

Ulreular economy (% :
Employne righis & Azcess tos guality § affordab
[

Water stewardship

Irvestor relations & public affairs

@ Ermploymant practices # Competition & marketaccess

Matural capital
I8 Waste minagement

& Socia) Inclusion & engagement

B Pollution
@ COmnKIETY SUPPOFT .
‘Respansibietax praciicas mgh‘_
B Environmentaltopies € Socialtopics 4 Govarnance toples Interpal importance

Sim¥ar ta 2021, we used an evidence-based approach to materiality analysis, powered by a third-party Al-based application. The application allows automaied sifting and
analysis of millions of data points from publicly available sources, including corporate reports, mandatory regulations and voluntary initiatives, as well as news. ln our 2022
tmateriality analysis, we identified a list of tapics that are material to our businesses. With this data-driven approach to materiality analysis we have incorporated a wider range
of data and stakeholders than was ever posslble before and managed to get an evidence-based perspective on regulatory, strategic and reputational tisks and oppeortunities,
Topics were prioritized through a survey sent to a large and diverse set of internal and external stakeholders, combined with input from the application.

Public health risks emerged as a new material topic in 2020, as a result of the COVID-19 pandamic, and it was assessed as a materizl topic in 2022 as well,

Changes in 2022

On the external importance axis, the most significant increases comparad to 2021 were Sustainable value creation, Geopalitical events, Respansible and Resilient Supply
Chains, Talent & development, and Energy efficiency, On the internal importance axis, thare wera significant increases on Pollution, Governance, Aceess to {guality and
afferdable) care, Competition & market accass, and Talent & development,

Double materiality

After completing tha regular materiality analysis, we completed a preliminary 'double materiality' analysis, in preparation for the upcoming requirements of the EL Corporate
Sustainahility Reporting Directive (CSRD}. The double materiality analysis addresses both financial materiality (the impact of society on Philips} as well as impact materiality
{the impact of Philips on society}: we anly included the high and medium material topics [isted above, The data sources used for the financial materiality include corporate
reports, mandatory regulations with sanctions, voluntary initiatives by e g. central banks, and Sustainability Accounting Standards Board {SASB) accounting metrics. For impact
materiality, we induded sustainability data from corporate reports or sustainability reports, coverage in the news and voluntary initiatives and regulation. The results of the
double materiality analysis are depicted below.



6.4

Finensial matesdiality impact materiality
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From the financial materiality analysis, the topics that ranked highest were: {1) from the environmental topics, Circular econcimy, and Climate change; (2) frem the social
topics, Fair & incusive workplace, Employee well-being, health & safety, and Responsible & resilient supply chains; and (3} from the governance topics, Business ethics &
General Business Principles, Big data & privacy, and Product responsibility & safety.

Fram the impact materiality anatysis, the topics that ranked the highest were: (1) from the environmental topics, Climate change, and Energy efficiency; (2) from the secial
topics, Public health risks and Employee well-being, health & safety, and Fair & inclusive workplace; and [3) from the governance topics, Blg data & privacy and Innovation &
research. These topies are all covered in mere detail in the Annual Report 2022 and menitored regularly.

The outcome of the double materiality assessment did not result in any significant changes in the material topics identified.

The results of our materiality assessment have been reviewed and approved by the Philips ESG Committee and will be used to prepare for the upcoming EU legislation.

Qur businesses

Our reporting structure in 2022
Koninklijke Philips N.V. (Roval Philips) is the parent company of the Philips Group. In 2022, the reportable segments were Diagnosis & Treatment businesses, Connected Care
businesses, and Personal Health businesses, each having been responsible for the management of its business worldwide. Additionally, Royal Phillps Identifies the segment

Cther.

Connected Care
. businasses

Hospital Pa
- & Monitor

Facus of external
reporting

Philips Group
Yotal sales by reportable segment

DlagnosTs & Treatment

Connocted Care

Personal Health ’
G

Our reporting struckure in 2023 and beyond
Asannounced on lanuary 30, 2023, Philips is changing its operating model to end-to-end businesses with single accountability. In 2023, the businesses will be as follows.
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6.4.1 Diagnosis & Treatment businesses in 2022
Our Diaghasis & Treatment businesses create value through thelr unique portfalic of innavative solutions — consisting of systems, smart devices, software and services,
powered by Al-enabled informatics — that suppert precision diagnosis and minimally invasive treatment in therapeutic areas such as cardlology, peripheral vascular, neurclogy,
surgery, and oncology. With these solutions, we enable our customers to realize the full potential of the Quadruple Aim — better health outcomes, improved patient and staff
experience, and lower cost of care.

Serving diagnastic enterprise imaging markets globally, wa see significant opportunity to enable precision diagnosis while at the same time supporting ad|acent needs for care
orchestration across care pathways and increasing departmental productlvity, Wa do this through smart diagnostic systems, connaected workflow solutions, integrated
diagnostlcs and pathway informatics, driving enterprise-wide operational efficiency and helping clinicians to provide an early and definitive diagnosis, enabling them to select
taikored care pathways with predictable outcomes for every patient, both inside and outside the hospital.

We also provide integrated selutions combining imaging systems and diagnostic and therapeutic devices, which optimize interventional procedures to deliver mare effective
treatment, better outcomes and higher productivity. Buitding upon our leading-edge Image Guided Therapy System — Azurien, we continue to innovate, optimizing clinical and
operatlonal lab performance through advances in workflow and integration for routine procedures, and expanding the role of image-guided interventions to treat new groups
of patients such as those with complex diseases including stroke, lung cancer and spine disorders. We are also Innovating the way we engage with our cusiomers, using new
business models across different care settings, including out-of-hospital settings such as office-based labs and ambulatory surgical centers, which offer clear clinical, financial
and operaticnal benefits.

In 2622, Philips completed the acquisltion of Vesper Medical Inc. a Us-based medical technelogy company that develops minimally-invasive petipheral vascular devices. Vesper
Medical will further expand Philips’ portfolio of diagnostic and therapeutle devices with an advanced venous stent portfolio for the treatment of deep venous disease,

In 2022, the Diagnosis & Treatment segment consisted of the following areas of business:

+ Diagnostic Imaging: Magnetic Resonance Imaging (MRI), with helium-free-for-life operations, bundled with associated software to streamline workflows,
optimize diagnostic quality, and improve patient experience; X-ray systems, together with associated software to streamfine workflows and optimize
diagnostic quality; advanced and efficient Computed Tomagraphy (CT) systems and software, including detector-based Spectral CT and molecular and hybrid
imaging solutions for nuclear medicine

+ Ultrasound: echography soluitons focused on diagnosls, treatment planning and guidance for cardiology, general imaging, obstetrics/gynecology, and point-
of-care applications, as well as proprietary software capabilities to enable advanced diagnostics and interventions, and remaote capahilities to enable tele-
ultrasound operations and training

« Enterprise Diagnostic Informatics: a suite of integrated multivendar products and services that deliver a comprehensive platform designed to connect clinical
data and optimize workflows around every step in the patient’s journey across a range of diagnostic {radiology, point-of-care, laboratory} and clinical
[oncelogy, cardiclogy, neurctogy) service lines

* Image Guided Therapy: integrated Interventional systems that combine Information from imaging systems, interventional devices, navigation tools and
patient health records to provide interventional staff with the control and information they need to perform precedures efficiently; interventional diagnostic
and therapeutic devices to treat coronary artery and peripheral vascular disease

Diagnosis & Treatment
Total sales by bwsiness

DHagnostic Imaging
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Image Guided Therapy

Revenue Is predeminantly earned through the sale of products, leasing, customer services fees, recurring per-procedure fees for disposable devices, and software license fees,
For certain offerings, per-study fees or outcome-based fees are earned over the contract term,

Sales channels are a mix of a direct sales force, especially in all the larger markets, third-party distributors and an anline sales portal. This varies by product, market and price
segment, Our sales organizations have an intimate knowledge of technologiss and clinical applications, as well as the solutions necessary to solve problems for our customers,

Under hormal circumstances, sales at Philips’ Diagnosls & Treatment businesses are generally higher in the second half of the yeay, largely due to the timing of customer
spending patterns,

At year-end 2022, Diaghosis & Treatment had around 33,000 employees woridwide,

2022 business highlights

Philips raceived FDA clearance to market its new 7700 3.0T MR system, which features an enhanced gradient system for Philips” highest image quality to support a precision
diagnasis. Philips also received FDA clearance for its SmartSpeed MR acceleration software, adding Al datz collection zlgorithms to Philips’ existing Compressed SENSE MR
engine for higher image resolution with three times faster scan times and virtually no loss in image quality.

By combining the Spectral CT 7500 scanner with the Azurion with FlexArm image-guided therapy system, Phillps has developed a fully integrated hybrid angio CT suite solution
for single-room, single-session diagnosis and treatment in areas such as oncology, stroke, and trauma care,
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In radiotherapy, the Al-enabled Philips MR for Calculating Attenuation (MRCAT) Head 2nd Neck radiotherapy application expands the range of MR-enly workflows for cancer
patients, advancing comprehensive and personalizad cancar care through precision oncology solutions,

Philips expanded Its leading ultrasound portfolio with the FDA market clearance for its new Ultrasound 5000 Compact system to deliver cart-based premium image quality in
campact form for point-of-care, cardiclogy, general imaging, and obstetrics and gynecology applications.

Building on Philips’ leading pesition In interventional cardlology solutions, the company launched the latest version of its EchoNavigator image-guidance tool, which integrates
live ultrasound, interventional X-ray imaging and advanced 3D heart models to help interventional teams treat structural heart disease with greater ease and efficiency.

To improve outcomes for patients undergoing endovascular treatment, physiclans now have access to advanced new 3D image-guidance capabilities through Philips’ Zenition
mohile C-arm system, which offers enhanced clinical accuracy and efficiency.

Philips is successfully expanding into interventional oncology with the installation of its innovative lung cancer diagnosis and treatment solution Lung Suite In hospitals in
Belgium, France, Israel, and the UK. Based on Philips Azurion, this solution enhances the accuracy of blopsy procedures and peovides a therapy option for immediate treatment
of early-stage lung cancer patients.

Inferior Vena Cava (IVC} filters are used to treat patients with venous thromboembolism, in which hlood clots form In the deep veins of the leg and groin and can travel through
the circulatory system, but research has shown that they may have long-term complications, |n the United States, the first patients were successfully treated for Inferior Vena
Cava (IVC) filter removal using Philips' CavaClear solution - the only FDA-cleared selution for advanced IVC filter removal.

Connected Care businesses in 2022

The Connected Care businesses aim to connect and elevate care for all. Philips connects patients and caregivers across care settings, delivering clinical, operational and
therapeutic solutions that help our custorners address the Quadruple Aim of better health cutcomes, improved patient and staff experience, and lower cost of care. After the
years of the COVID pandemic, which has accelerated the digital transformation of healthcare, in 2022 the volatile global economic situation put additional pressure on
customer budgets and warsened trends such as staff shortages, as well as increasing the need for solutions that enable more effective, sustainable and convenient care in
hospital, clinics and the home. '

Philips’ Sleep & Respiratory Care business in particular faced multiple operational, regulatory and supply-chain challenges in 2022, but action has been taken to address these
through the decision to establish Sieep & Respiratory Care as an organization with end-to-end accountahility, spanning product creation through to customer fulfillment
(pending the cutcome of consultation with werkers councils in & nuimber of countries), There has been a reset to put patient safety front and center In everything we do, and
we believe that the implemnentation of & new Simpliﬁed organization, which began In 2022, will help te achieve this, as well as to imprave productivity and increase agility. For
infarmation about the Philips Respironlcs recall and ramadiation affort, please refer to Quality & Regulatory and patient safety.

With clinical depth and discovery, Phlllps Connected Care technologies help to cultivate a more accurate and camplete view of the patient that drives better health and care,
The combination of advanced technological solutions and a consultative approach allows Philips to be an effective partner te its cusiomers in their digital transformation, both
across the enterprise and at the Jevel of the individual clinician, nurse and patient. The role of Connected Cara is to callect, connect, analyze and communicate data to provide
insights and clinical decision support that help to Improve cutcomes and drive praductivity.

To help enable care delivery across the health continuum and help our customers embrace healthcare’s digital transformation, the Connected Care businesses continue to step
up platform investments that span three key domains:

+ Acute Patient Management: in-hospital continuous manTtoring and workflow salutions fueled by advanced interoperability and patient data insights
« Ambulatory Patient Care Management; embulatory and home-based monitoring and dlagnosis solutions and services supporting the patient journey
« Enterprise Informatics Management: turning data insights into decision support and productivity tools.

Philips’ platforms aggregate and leverage informatien frem clinical devices, patient and historical data to support care providers in patient engagement, diagnostics,
{ambulatory) patient menitoring and {clinical) therapy solutions.

In January 2022, Philips completed the acquisition of Cardiclogs, a France-based medical technelogy company focused en transforming cardiac diagnostics using artificial
intelligence (Al) and cloud technology. Cardiologs is already further strengihening Philips’ cardiac monitoring and diagnostics offering with innovative software technology,
electrecardicgram (FCG) analysis and reporting services.

In 2022, the Connhected Care segment consisted of the following areas of husiness:

+ Hospital Patient Manitoring: This business delivers acute patient management solutions to improve cinical and patient autcomes and achieve operational
and ecanomic efficiencies. Leveraging a strong presence in the intensive care unit {ICU}, Hospital Patient Monitoring solutions enhance customers’ experience
and improve patient outcomes with seamiess patient data monitoring from admission te discharge, and by turning patient data into clinical insights that are
actionable at the right time and specific to targeted care settings.

* Emergency Care: Emergency Cave propositions play a critical role in connected acute care management, both inside and outside the hospital, including
cardiac resuscitation {e.g. AEDs) and emergency care sclutions {devices, services, and digital/data solutions) for professional and consumer applications,

+ Sleep & Respiratory Care: Working closely with clinical partners and Durabie/Home Medical Equipment providers, Philips Respironics provides sleep and
respiratory solutions to customers, clinicians and patients, This extends from ambulatory patient care soluticns for obstructive sleep apnea, to solutions
encompassing diagnostics, people-centric therapy, cloud-based connected propositions and care management services for patienis with COPD (Chronic
Obstructive Pulmonary Disease) and respiratory conditions. [Mospital Respiratory Care provides invasive and non-invasive ventilators for acute and sub-acute
hospital environrnents; Home Respiratory Care supparts chrenic care management in the home,

* Connectad Care Informatics: Comprised of three core business units, this business focuses on clinical analytics solutions that provide actionable insights to
optimize patient data.

The fully integrated Electronic Medical Record & Care Manageiment business enables centralized management of clinical, organizational and operational
processes, and virtual care delivery propositions, including remete patient management and real-time monitoring in acute care, The Tete-ICU program
continues to play a pivetal role, enabling clinicians and nursing steff to remotely monTtor a scalable number of ICU beds from a central monitoring facility with
predictive analytics, enabled by Philips” HealthSuite Platform.

The Clinical Data Services business — formerly Capsule Technologies, acquired by Philips In early 2021 — offers medical device and data integration across the
enterprise for continuous, vendor-neutral data capture from more than 1,000 device models supported by insightful clinical decision support and analysis.

Our Ambulatory Monitoring & Diagnestics business ~ comprised of BioTelemetry, which Philips acquired in 2021 — provides industry-leading patient care
management in ambulatory and home care settings in North America and beyond through a suite of cardiac diagnostic and monitoring solutions to identify
heart rhythm disorders supported by Al algorithms that orchestrate workflows and services across care settings. The acguisition of Cardiologs complements
this capability with a vendor-neutral heart disorder screener and ECG analysis applications, based on machine learning algorithms.
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In most of the Connected Care businesses, revenus is zarned through the sale of products and solutions, customer services fees and software license fees. Where bundled
offerings result in solutiens for aur customers, or efferings are based on the number of people being monitared, we see more usage-hased earnings models. In the patlent care
management husinesses (Ambulatory Manitoring & Dlagnostics and Sleep & Raspiratery Care), revenue is generated through clinical services, preduct sales and through rental
models, whereby revenue is generated over time.

Sales channels include a mix of a direct salesforce, partly paired with an online sales partal and distributors {varying by product, market and price segment). Sales are mostly
driven by a direct salesforce with an intimate knowledge of the procedures that use our Integrated solutions’ stnart devices, systems, software and services, Philips works with

customers and partners to co-create solutlons, drive commercial innevation and adapt to new models such as monitoring-as-z-service and software-as-a-service.

Sales at Philips’ Connetted Care businesses are generally higher in the second half of the year, largely due to customer spending patterns. However, the Philips Respironics
voluntary recall notification in the Sleap & Respiratory Care business in June 2021 had a negative impact on sales throughout 2022,

At year-end 2022, Connected Care had around 17,000 employees worldwide.

2022 business highlights

Philips' offerings improving clinical workflow and alarm management in critical care environments, as well as its contributions to a quieter healing environment in intensive
care units, resanated well with customers.

Philips expandad its Advanced Life Support activities across international markets and Greater China,

In Greater China, Philips partnered to drive localization of its EMR Tasy offering in order ta be locally relevant for the China market.

Philips continues to successfully expand into ambulatory care, Newly published research validated that Philips Mobile Cardiac Outpatient Telemetry {MCOT) is crucial in
detecting arrhythmias and providing data that allows care teams to intervene quickly and decisively to provide the optimal pattent treatment,

Underfining the clinical and economic value of remote cardiac patient monitoring, Philips announced new research demonstrating increased atrial fibrillation detection and
significant cost savings using Philips’ mobile cardiac outpatient telermetry monitoring.

Philips expanded its remote cardiac menitering pertfolic with a patch-based, clinical-grade ECG to improve patient recruitment, compliance and retention for clinical trials.

Parsonal Health businesses in 2022
Our Personal Health businesses play an Important role serving people's needs In the areas of healthy living, preventlon and home care — delivering compelling value
propositions to enable peopla to live a healthy life and proactively manage their own health,

We alm to drive profitable growth through a fecus an Inhovation across three key areas:

+ Reaching more people through consumer-driven product and solutions innovation
* Accelerating online growth and engaging more people through an end-to-end digital approach
+ Expanding our ecosystem through partnerships with leading retailers and scaling new business models

The Personal Health segment consists of the following areas of business:

Oral Healthcore: power teothbrushes for a range of price segments, from entry-level battery-operated toothbrushes for a young audience to premium,
intuitive power toothbrushes cannected to the Sonicare app with in-app coaching; brush heads, which are also available as a subscription service; products
for interdental cleaning and for teeth whitening

Mother & Child Care: products to support parents and babies in the first 1,000 days, including infant feeding (breast pumps, baby bottles and sterilizers),
connected baby monitors and digital parental solutions {Pregnancy+ and Baby+ apps)

Personal Care: grooming and beauty products ranging from entry-level to premium. Tha graeming portfolio includes shavers, OneBlade, groomers, trimmers
and hair clippers, as well as premium solutions with SkinlQ technology, in-app coaching for a personallzed shave, and blade subscriptions, The beauty
portfelio includes devices to support skin care, hair care and halr removal, including Lumea premium IPL hair removal devices and solutions with the latest
SenselQ technology that sense and adapt for persenalized care; also available through subscription models.

Personal Health
Total sales by business
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Through our Personal Health businesses, we offer a broad range of solutions in various consumer price segments to support pecple in proaciively managing their health and
well-being. Depending on the market, we offer an additiona! portfolio of locally relevant innovations and adjust our range to increase accessibility. A notable aspect of our
commercial strategy is driving increased direct-to-consurer relationships and sales through our consumer communities and online store. About half of our Personai Health
sales worldwide now take place online,

We are leveraging connectivity to offer new business models, partnering with other players in the health ecosystem, e.g. insurance companies and heafthcare professionals,
with the goal of extending opportunities for people to live healthily and prevent or manage disease. We are engaging consumers in their health journey in new and impactiul
ways through social media and digital innovation.

For exarnple, we strongly believe in the connection between good oral care and good overal| health — a balief underpinned by the World Health Organization {WHO), which in
2021 adopted a stronger resolution on oral healthcare as part of the drive towards universal health coverage. Goed oral care is impaortant for everyone. And since everyone is
different, oral healthcare should also be parsonalized to each user to garner the best health outcome. Philips Sonlcare, which celebrated its 30™ anniversary in 2022, offers a
wide range of solutions for complete oral care: from intelligent and intuitive power toothbrushes to interdental cleaning salutions and apps that hetp users to manage thelr
complete orat care on a dally basis and give the optich to share brushing data with their dental practitioners, putting personalized guidance at their fingertips.

Wea alse offer mobile selutions te support parents and parants-to-ba for a mere informed, more connected and healthier Journey to parenthood. The Pregnancy+ app and
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Bahy+ app offer parents suppertive content at every stage of thelr first 1,000-day journey. Preghancy+ zlso offers state-of-the-art, photo-reallstic and Interactive 3D fetal
madels ta make the experience even more exciting, with new, personalized content for each day of the pregnancy. As of year-end 2022, the Pregnancy+ app and Baby+ app
combined have more than 68 million downloads, more than 1.5 million daily active users, and are available in 22 languages.

The company’s wlde portfolio of connected consumer health platforms leverages Philips HealthSuite Platform, a cloud-enabled connected health ecosystem of devices, apps
and digital tools that support persenalized health and centinuous care.

The revenue model is mainly based on product sale 2t the point In tme the products are deliverad te retallers and online platforms, We continue to increase revenue model
diversity by expanding our new business models, including direct-ts-consumer, subscriptions, try-and-buy offerings and services.

The Personal Health businesses experience seasonality, with higher sales around kay national and international events and holidays.

At year-end 2022, Personal Health employed around 8,000 people worldwide.

2022 business highlights
Building on the successful strengthening of the company's innovative power toothbrushas portfolio, ranging from entry-level to premium propositions, as well as targeted
advertising and promotion campaigns, Philips Cral Healthcare recorded continued market share gains in North America.

Philips' locally developed China power interdental cleaning innovation launched In Q1 contributad te our leadership position in overall market share {source: GfK).

Buifding on its successful Onedlade platform, Philips introduced in Europe the new OneBlade 360, which leverages a new blade that adjusts to the curves of the face to
enhance shaving comfort, The global roll-out is expectad to start in 2023,

Philips completed the global Intraduction of its new Philips Shaver S9000 with SkinlQ with its launch in Japan, resulting in accelerated sales growth for this category and a 4.9
fout of 5) consumer rating and review score within the first month.

Philips continues the integration of SkinlQ technhology by expanding into the 55000-57000 ranges, increasing access to Philips proprietary technolegy that senses pressure and
movement te adapt and guides the users for a more efficient shave.

In China, Philips launched its first premium portable shaver, which garnered 4.7-star ratings/reviews (source: Taobao) within the first month.

Other
In our external reporting on Other we report on the items Innovation & Strategy, IP Rovalties, Central costs, and other small items. At year-end 2022, around 18,000 people
worldwide were working in these areas,

About Other

Innevation & Strategy
Innovation & Strategy supporis all businesses and markets within Philips In developing an innovation roadmayp and strategies to deliver on our customers’ needs and achieve
our growth and profitability ambitions.

We innovate to help our customers and consureers overcame ¢linical challenges, and to improve healtheare, We help our businesses to enable and accelerate inhovation by
providing deeply specialized expertise. This starts with strategy and entails cooperation between research, development, design, medical affairs, professional services,
marketing and businesses in a multi-disciplinary fashion, from early exploration ie first-of-a-kind offerings.

We do so in the following ways:

*  We actively participate in open innovatlon through relationships with academie, clinleal, Industrial partners and start-ups, as well as via public-private partnerships. We do
s0 to increase innovation spead and improve agility, to capture and genarate new icdeas, and In some cases ko leverage third-party capabilities.

? We drive cantinuous improvement in the Philips product and solution portfolios. Innovation & Strategy improves the efficiency and effectiveness of innovation through
Centers of Excellence, such as Platform Modularity & Re-use, Data Science, Artificial intelligence {Al) and Internet of Things.

®  We strive for breakthraugh innovations that can help diive fundamental shift in the healthcare industry, thereby supporting businesses to focus on selected must-win
battles.

* We drive adoption of digital architacture and platforms, moving to cloud-hased Software-as-a-Service for infarmatics offerings, and excellence in Data Science and Al, as
well as software engineering. Industry best practices include creating end malntaining application-level software, modular and configurable systermn design and modal-basad
systemn engineering,

+ We drive cur HealthSuite Architecture to help unlock the power of data and enable healthcare professionals, patients and consumers. s medular set of re-
usable digital capabilities liberate, integrate and enable actionable Insights on data from disparate systemms within a secure environment.

* Wa help secure patient safety and quality by participating In stage gate reviews from the start of the idea-to-market {I2M} process. This is intended to ensure that patient
safety and quality aspects of Philips products and solutions match the expactations and criteria of the end-users in the field, We engage with professional mediczl societies
during regular and ad hoc advisony hoards to help us understand the criteria on patient safety and guality related to medical devices, Together with the Regulatory function,
we contribute to clinical evaluation during pre-market risk assessments, post-market surveillance, and support any health hazards evaluations with expert advice,

* We leverage the knowledge and expertise of our community of medical professionals. Activitias include strategic guidance built on clinical and scientific knowledge,
building and nurturing customer partnerships and growth opportunities, fostering peer-to-peer relationships in relevant medical communities, driving co-innovation with
customers, lialsing with medical regutatory bodies, and supperting clinical and economic evidence development.

* We deploy our engineering capabilities to realize innovations that defiver on our customers’ needs, advancing the Quadruple Aim of better health autcomes, impreved
patient and staff experience, and lower cost of care.

We drive innovation effectiveness and enable locally relevant solution creation at four established innovation hubs: Eindhoven {Netherlands), Cambridge (USA), Bangalore
{India} and Shanghai (China). These four hubs form a global network, together with the other smaller innovaticn and research sites in their respective regions, to provide
access to each other’s capabilities to serve businesses, markets, and customers globally.

®  We ensure that the user experiences of cur innovations are inspiring, meaningful, people-focused, and locally relevant. A key enabler for this is an engaging and
differentiating design language system (DLS) that is embedded in software, hardware, and services across our businesses. In 2022, Philips received a total of 171 awards for
design excellence.

During 2022, Innovation & Strategy started to refocus R&D to deliver a greater return on investments by being selective in our cheice of innovations in which to invest, We
stopped projects and reduced the workforce by 5%. As part of the strategy to create value with sustainable impact, resources will shift to the businesses to innovate closer to,
and with, customers.
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P Rovalties

Philips Intellectual Property & Standards (IP&S) proactively pursues the creation of new Intellectual Property {IP) in close co-operation with Philips’ operating businesses and
Innovation & Strategy. IP&S is a leading Industrial P organization providing world-class |P solutions to Philips” businesses to support their growth, competitiveness and
profitability.

Royal Philips’ IP partfolio currently consists of 56,000 patent rights, 33,000 trademarks, 114,000 design rights and 3,200 domaln names, Philips filed 920 new patents in 2022,
with a strong focus on the growth areas in health technology services and solutions.

Philips earns substantial annual Income from license fees and royaltles,
Philips believes its business as a whole is not materially dependent on any particular third-party patent or license, or any particular group of third-party patents and licenses.

Central costs
We recharge the directly attributable part of the functional costs to the businesses, The remaining part Is accounted for as 'central cosis!, and includes costs related to the
Executive Committee and Group functions such as Strategy, Legal and Audit fees.

Real estate
Philips is present in 75 countries globally and has its corporate headquarters in Amsterdam, Netherlands. Cur real estate sites are spread around the globe, with key
manufacturing and R&D sites in Europe, the Americas and Asia.

In 2022, we relocated key offices in Budapest {Hungary), Carlsbad [USA} and Haifa {Israel), and manufacturing operations in Zhuhai (China). We invested in, amengst others,
our R&D and manufacturing sites in Bangzlore {India}, Pune (Indlz}, Plymouth {USA}, Pitisburg {USA), Shenzhen (China} and Suzhou {China) to create an engaging wark
environment that fostars the attraction and retantion of the best talent. We have continued to drive productivity by optimizing our footprint globally and redueing the number
of sites threugh post-acquisition integration programs, as well as by implementing our Future of Work concepts to support hybrid werking. We also announced that Philips'
headguarters will be maving to a new location In Amsterdam in 2025,

In line with our Environmental ESG commitments towards 2025, we continue to actlvely opiimize our real estate portfolio, Having met our goal of bringing our site-related CO,
emissions under 35 kilotons per year in 2020, we further reduced our CO, emissions to 25 kilotens in 2022, In addition, we reached 77% renewable energy in 2022, already
exceeding our target of 75% by 2025. Anticipating the higher cost of energy for 2023, we redoubled our efforts on energy-saving measures. Corrbined with portfolic
optimization, this resulted in a 5.3% reduction tn 2022 total energy consumption compared to 2020 and 2021,

Over 75% of our locations are leased propertles, and we manage vacancy clasaly to ensure tha right level of space efficiency and flexibility to support our business dynamic.
Our current facilities are adequate to meet the requirements of our present and foreseeable future operations. As expected, occupancy rates in our offices continued to be low
in the first half of 2022 in the aftermath of COVID-19. In the second half of 2022 we saw occupancy stabilizing and we are currently evaluating options te right-size our office
footarint, to further adopt task-based working principles, and to cater for meaningful presence (n inspiring layout and workplace solutions. The net book vaiue of our land and
buildings as of December 31, 2022, represented EUR 1,336 million; construction in progress represented EUR 23 million.

Our geographies

Our Markets
We address North America, Western Europe and other mature gecgraphies, as well as Greater China and other growth geographies, via three market groups — North America,
Greater China and International Markets — which are active in more than 100 countries worldwide,

The Markets’ core objective is te understand local market/customer neads, to create and activate the |ocal marketing plans, to develop and manage the relationship with
existing and new customers, and to deliver arders, They act as the voice of the customer in the creation of the suite of solutions strategy, bring relevant products and solutions
to market, and ensure local (solution}) delivery and service execution, as well as managing the (integral) go-to-market approaches to our key customers and indirect channels -
all with the aim of maximizing long-term customer value and gaining market share.

Macro-economic landscape in 2022

in 2022, global 2conomic activity slowed down comparead to 2021, when the global ecanomy rebounded strongly from a COVID-induced recession. Several factors were at play.
firstly, the re-opening of the economy for most of the warld in 2021 has disrupted glokal supply chains. Secondly, previous laose monetary pelicy, combined with supply chain
issues, resulted in strong inflationary pressures commencing towards the end of 2021. Thirdly, to combat high inflation, central banks around the glabe have embarked on
aggressive monetary policy tightening cycles, Consequeantly, global real GDP is estimated to have grown by 3.0% in 2022, compared with the 6.0% estimated in 2021 for 2022,
Looking ahead, Oxford Economics expects mild recessions for advanced economies in 2023, with full-year global real GDP growth expected at Just 1,3%.

2022 highlights froim our Market Groups

North America

In Nerth America, Philips continues to expand Its leadership in long-term strategic partnership, helping health systems like TriHealth, Prisma Health and the University Heaith
Systermn of San Antonto to addrass interoperability challenges and standardize care across their networks. This includes entering into a 7-year agreement with Northwe!l Health,
the largest healthcare provider in the state of New York, to help standardize patient monitoring, drive interaperability, and lay the foundation far a future-proof, enterprise-
wide platform. Moreover, Philips has signed multi-year agreements to continue to expand virtual monitoring and care with the US Department of Defense.

Philips continues to innovate in its personal health business and has started selling Philips Avent breast pumps via Durable Medical Equiprment (DME} providers to give parents
the ability to receive breastfeeding equipment and supplies that may be covered by their health insurance. Celebrating 30 years in business in 2022, Philips Sonicare leads the
electric rechargeable toothbrush market in the U$ and Canada and is the most-recommended rechargeable toothbrush brand in the US. Philips Norelco remains the leading
electric male groeming brand in the US and Canhada, reaching the next generation of young men with our new Onefilade multi-purpose shaver.

Philips continues to be recognized for its Inclusion and Diversity efforts in North America, including being recognized by Forbes as one of their Best Employers for Diversity and
Best Employers for Women.

Greater China
In 2022 we continued to provide innovative health technology selutions in support of China’s national health strategy, supplying national top hospitals, primary hespitals and
private hospitals with tailor-made solutions for their clinical and research needs,

We partnered with natiohal top hospitals Shanghai Ruijin Hospita! and Sichuan Huaxi Hospital on clinical research that leverages our cutting-edge health technelagies, and
helped the 1st Affiliated Hospital of Guangzhou Medical University establish the largest sleap canter in South China by providing consulting services, key equipment and
systems. We also provided Zhongshan-linshan Diabetic Foot Center with an integrated solution comprised of laser ablation and ultrasound screening technelogy, and supplied
Heinah Denglang People’s hospital with high-end patient monitars and defibrillators for use In acute and critical care. And we provided Suzhou Kowloon Hospital with a
radiology solution that included Ingenia £lltion, Ingenia Ambition, Spectral CT and Azurion 7, and delivered a cardiology and smart hospital solution to Jiangxi Cihuai
Cardiovascular and Cerebrovascular Haspital.

In the consumer space, in line with the consistent ‘Professional, Young and Premium’ positioning, we continue to accelerate local innovation to address the specific needs of
local consumers, In 2022, locally Inltlated products generated 20% of revenue, In addition, Philips was recognized as a ‘gold brand’ (most favored brand of consumers) in the
Personal Health categary for the third consecutive year by China Businass Weekly.
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With the aim of better serving the Chinese market, we establishad three Philips Innovation Centers in China to focus on ‘local-for-local' innovation in systems, products and
software, and continue to drive ‘made in China’ fulfiliment for professional medical equipment.

International Markets

fn our International Markets we strive tc execute on & shared globai vision whilst meeting the unigue local needs and circumstances of our customers, Our goal is to elevate
customer relationships and move from being a trusted supglier of equipment, services and software to a transformational partner directly contributing to our customers’ long-
term success. To suppart this vision we have made great progress on leveling up our go-ta-market mode/, developing scalable selutions and software, expanding fit-for-future
capabilities, reinvesting revenue to enable new business models, and establishing new partnerships.

In International Markets, Personal Health showed top-line resilience In 2032, Growth was strongest in the Middle East, Turkey & Africa, India and Japan, and overall our growth
markets delivered double-digit growth. A major driver of growth in Middle East, Turkey & Africa came from activating GenZ consumers via social madia and influencer
marketing campaigns on TikTok and other glatforms, focusing on relevant GehZ propositions such as GneBlade and Hair Care. In Japan, we successfully launched our jatest
Shaver series 2000 with SkinlC technology vla a cut-through advertising campaign in Hokkatdo and Kante prefectures. This campaign targeted younger audiences and
succeeded in increasing market shares and distribution points.

Philips entered intc many new customer partnerships, including the following:

Philips entered inte partnerships with healthcare providars in the UK and Garmany to deliver its vendar-neutral Radiclogy Cperations Command Center, which enables remote
collaboration between technologists, radiologists and imaging operations teams across multiple sites, to help increase productivity and expand access to MR- and CT-based
diagnosis. In Germany, Philips sighed a 10-year partnership agreement with the municipat hospital Stidtisches Klinikum Braunschweig, one of the country’s largest care
providers, to provide monitoring solutions and alarm management. In an interview with a German healthcare magazine, Dr. Andreas Goepfert, CEQ Braunschweig Clinic,
commented: “Quality of care is an important aspect that js safeguarded by such a partnership. Nowadays, it is difficult to imagine successful economic operation in the
healthcare sector in the medium and long term without technology partners.” In the Netherlands, Philips signed a long-term agreement with the Rijnstate hospital to deliver a
wide range of advanced ultrascund devices for 17 different departments at multiple locations of the haspital. The agreement involves ultrasound devices and services for
cardiofogical, vascular or radiological examinations, CB/GYN, as well as mebile davices for the emergency department,

In Spain, we provided computed tomography, magnetic resehance and image-gulded therapy solutions for several Spanish public hospitals as part of INVEAT, an inpact
initiative driving investmant in high-technology equipment in tha Spanish national health system. In Finland, Philips sighed a 10-year agreement with Oulu University Hospital
ta deliver the latest Azurion image-guided therapy solutions, as well as maintenance, consultancy and financing services. In the SDA Imaging Center in Chelm, Poland, Philips
installed an MR 5300 scanner with Ambient Experience technology, which combines images, sound and light to create an atmosphere that puts patients at ease and reduces
the need to redo scans. In Romania, Philips is the trusted partner and supplier of medical equipment and sofutlons to Transylvanla Hospita, a private medical initiative
launched in September 2022, The medical technology we previded includes an Azurion 7 biplane angiograph, an [ngenia 3T MR system, and an Affiniti 50 Doppler ultrasound,
InTurkey, as part of a project supported by the Eurcpean Bank for Recanstruction and Development {EBRD), we installed 3,400 hospital patient monitors and 437 ultrasound
systems across 250 different hospitals within @ 4-month window. The Philips team also trained over 3,000 clinicians and monitored usage.

In Central Asia, we supplied equlpment for Kazakhstan's National Research Oncology Center and twa multi-modality projects, while in Uzbekistan we waon a project to equip
Tashkent International Madical Clinic {TIMC) with advanced clinical technology solutions, In a 10-year partnership deal with the Cloud Nine hespital group in India, we
connected 257 beds across 26 tele-ICU locations. tn addition, some 2,000 Zenition C-arms and 500 Affiniti ultrasound systems were shipped from eur manufacturing plant in
Chakan.

In Japan, Philips signed a 10-year agreement with a large university hospital for the expansion of its elCU pragram for centralized, remote surveillance of high-risk ICU
patients. Philips and Thanh Yu Medic Hospital Vietnam signed a 10-year strategic partnership agreement for which Philips is providing state-of-the-art imaging technelogy,
informaties connectivity, 10-year comprehensive service and 5-year structured financing. In Fifi, Philips and Aspen Medical sighed a 12-year strategic partnership agreement to
supply and integrate diagnostic imaging equipment and servicas for use in two public hospitals.

In Brazil, Philips” joint venture to provide and operate imaging diagnostics in the state of Bzhia via a Public-Private Partnership model continues to expand access to quality
diagnostics and care for underserved populations, e.g. through the provision of a new reporting center and 12 imaging units placed in 12 hospitals. Also in Brazil, a two-year
Electronic Medical Record implemnentation at Fundagdo Hospitalar do Estade de Minas Gerals [FEHMIG} will integrate 23 public hospitals in the state of Minas Gerais. In
Argentina, Philips successfully participated in a tender for a turnkey solution providing high-end imaging equipment for 17 public hospitals. In Mexica, Philips secured a deal
with Grupo Angeles to provide an extensive range of Diagnostic Imaging and Image Guided Therapy solutions,

Supply chain and procurement

Integrated Supply Chain
Philips runs an Integrated Supply Chain {ISC), which encompasses supplier selection and management through procurement, manufacturing across all the industrial sites,
lagistics and warehousing operations, customer installaticn, as well as demand/supply orchestration.

When selecting and evaluating partners, we consider not anly business metrics such as quality, on-time delivery parformance and cost, but also environmental, social and
governance factors. We use supplier classification models to Ident/fy critical suppliers, including those supplying materials, components and services that could influence the
safety and performance of our products and solutions,

The Philips Supplier Quality Manual outlines Philips’ quality, regulatery, product, pracess and custemer requirements. The standards outlined in this manual underpin
agreements between suppliers and Philips, and guide compliance with Philips’ guality standards.

Addressing immed|ate challenges

2022 continued to test the resilience of supply chains globally. The Russia-Ukraine war continues to put severe pressure on the commedity landscape and supply chains, and
has contributed to the sharp rise in energy and food prices and extreme inflation rates. This came on top of a pre-war environment of low inventories and long lead times, with
the accompanying build-up of backlog arders, In addition, tha Chinese government’s zero-COVID policy in 2022 again led to outages and supply chain issues. Furthermare,
Philips has been hampered by an aging product portfolio with clder technology {compenent designs) and a fragmented supplier landscape, As a result, our lead times fo
customers suffered, far which we are sorry and have defined corrective actions.

Under these market circumstances, the ISC function’s priority was to endeavor to safeguard continuity of supply, with dedicated Procurement teams by modalities and types of
cotnmuodities, so that Philips could continue to provide critical healthcare equipment and solutions te our customers all over the world. For example, we have placed non-
cancellable semiconductar orders fora 12-month horizon to ensure our place In the queue, At the same time, we have intensified spot buys and alternate parts qualifications
i partnership with Research & Development. In parallsl, we continue sur advacacy towards the industry and governments on pricritizing supply for life-saving equipment.

In 2022, extremely high energy costs, especially n Europa, and increasing |abor costs driven by inflation led to a significant rise in production/operational cost in our supply
base. In the second half of the year, these same drivers led to a slowdown of demand, and spot prices for commaodities and energy started to come off from their historical
peaks in the second quarter. However, costs for production and materials remained at historical elevated {evels. Specifically for electranic components, although the supply
erunch has receded fram its peaks, distributor data suggest that shorteges will continue into 2023,

Fer information about the Philips Respironics recall and remediation effort, please refer to Quality & Regulatory and patient safety,
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Driving and-te-end supply chain reliability and agility

Whereas Philips’ supply chain organization historically delivered efficiencies through a functional erientation, the above-mentioned factors required much greater agility for
our businessas, @ach having their own specific requirements. We are moving to a business and customer-centric orlentation to address end-to-end visibility and improve
reliability and outcomes by implementing solutions that are tattored to specific business neaeds,

Much like the rest of the industry, we remain exposed to inflation and the continued geopclitical tensions around the werld, All of these challenges have reinforced our
strategy for a more 'regional vs global’ approach to our end-to-end network design,

Philips has continued to progress the consolidation of its manufacturing footprint into versatile 'multi-modality’ manufacturing sites that produce multiple product categories
and are located within or near the regions they serve. We do this for enhanced scale, efficiency and customer proximity, and to reduce our environmental footprint, While our
slte count has continued te decrease, the number of locations equipped to make the same groduct is increasing. Philips is using its multi-modality sites, Jn combination with
contract manufacturing partners, to regionally ‘multi-source’ many of its products, This will increase the resilience of our supply chain to manage future, unplanned disruptions
and ensure access to public healthcare Investment where ‘local’ reguirements exist in aur largest markets.

We continue to make progress in transforming cur warehousing and distrtbution cperations into a mers customer-centric and agile network. In 2022, we reduced our
warehousing footprint by 31% compared to 2021, essentially through consolidation and servicing of multiple businesses from a single lecation,

Cn the logistics front, we have established long-term contracts with suppliers, with the aim of increasing reliability as well as secured costs and availability on contracted lanes.
We contlhue to explote and implement sclutions to diversify transportation options to increase reltability while reducing carbon emission and cost,

Phllips Group
Supplier spend analysls pet reglon In %
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Growth geographl jes
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Supplier sustainability

Philips’ purpase to improve people’s lives applies throughout our value chain. An important area of focus for the Integrated Supply Chain is sustainabflity, and we are actively
working on this together with our partners, whether these be compenent suppliers or energy or logistics providers. Close cooperation with our suppliers not only helps us
deliver health technology innovations, it alse supports new approaches that help us minimize our environmental impact and maximize the social and econemic value we
create.

Since 2003, our sustainability strategy has included dedicated supplier sustainability programs. We have a direct (tier 1) business relationship with approximately 5,300 product
and component suppliers and 17,100 seyvice providers. In many cases, social issues deepar in our supply chain require us to intervene beyond tier 1 of the chain.

We want to make a difference through sustainakle supply management and respensible sourcing. This is more than just managing compliance — it is about collaborating with
our supply partners to make a positive and lasting impact, Therefore, the sustainability performance of our suppliers is fully embedded in our procurement strategy and way of
working.

In 2622, we focused on further maximizing our pasitive tmpact deapar in the supply chain, strengthening our maturity-based approach to drive continuous improvement.
Through the Supplier Sustainability Performance program, we improved the lives of approximately 459,000 workers in our supply chain (2021: 430,000), We also launched new
ways to engage our suppliers, performing deep-dives at second-tier suppliers and actively supporting our strategic partners to become more effective in their own supply chain
engagement approaches.

in additien, our improvement program has been adopted by the Responsible Business Alliance under the name Responsible Factory Initiative, This program enables other
companies to work on continuously improving their suppliers’ sustainability performance through the same methadology as Philips.

Managing our large and diverse supply chain in a socially and envirenmentally responsible way requires a structured and innovative approach, while being transparent and
engaging with a wide variety of stakeholders. In 2022, our programs focused specifically on improving suppliers' sustainakility performance, responsible sourcing of minerals,
and reducing the envirenmental footprint of our supply base by driving the adoption of Science Based Targets.
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Financial performance

Performance review

The year 2022
» Sales amounted to EUR 17.8 billion, an increase of 4% on a nomingl basis, On a comparable basis™, sales declined 3%, due to operational and supply

challenges, the COVID situation In China, the consequences of the Respironics fleld actien, and the Russia-Ukraine war, Comparable sales™ showed a 1%
decline in the Diagnosis & Treatment businesses, an 11% decline in the Connected Care businesses, and flat growth in the Personal Health businesses.

o Net income amounted to a loss of EUR 1,605 million, a decrease of EUR 4.9 billion compared to 2021, mainly due te a charge of EUR 1.5 billion related to
goodwill and R&D impairments in 2022 and the FUR 2.5 hillion gain on the sale of Domestic Appliances in 2021,

= In 2021, our subsidiary, Philips Respironics, initiated a voluntary recall notification in the United States and field safety notice outside the United States for
certain sleep and respiratory care products. In 2022, as we took steps to accelerate the remediation program, we recorded an additional provision of EUR 250
million. By year-end 2022, around 90% of the production required for the delivery of replacement devices to patients had been completed.

» Due to revisions to the financial forecast of Philips Respironics, Philips recorded a EUR 1.3 hillion non-cash charge in the third quarter for the impairment of
goodwill of this business.

v Adjusted EBITA® amounted to EUR 1,318 million, or 7.4% of sales, compared to 12.0% of sales in 2021. The Diagnosis & Treatment, Connected Care and
Parsonal Health businesses showed a decline in Adjustad EBITA™ margin, mainly due to the sales decline and cost inflaticn, partly offset by pricing and
productivity measures.

+ Philips has initiated several productivity actions, including simplifying the organization to streamline ways of working, increase agility and reduce operating
expenses. Additionally, Philips is implementing several actions to enhance performance and productivity In the supply chain, R&D and quality.

+ Operating cash flow amounted te an outflow of EUR 173 millicn; free cash flow™ amounted te an outflow of EUR 961 million.

» To further strengthen its liquidity positian and optimize its debt maturity profile, Philips securad a EUR 1 billion credit facility and canducted a Yiability
management exercise, which reduced the debt repayment profile for the period 2023 te 2025 from EUR 3.2 to 2.0 billlen and increased the average maturity
on bonds by 1.3 years to 7.9 years.

The year 2021
« 2021 saw strong growth in orders and sales in the Diagnosls & Treatment and Personal Health segments, with a decline in Connected Care following the

extraordinary growth in 2020 and the impact of the Philips Respironics veluntary recall notification. Increases in component and transportation costs, along
with shortages of key components due to capacity constraints and delays in transport routes, impacted Philips' sales and profitability.

+ Sales amounted to EUR 17.2 billien, a decline of 1% on a nomina! and comparable basis. Comparable sales growth®l in the Diagnosis & Treatment businesses
was 8% and in the Personal Health businesses 9% on a comparable basis, However, this was more than offset by a 23% decline in the Connected Care
businesses, This was largely due to the Respironics recall but also the high comparable base in 2020, Nevertheless, we ended the year with our highest-ever
order book, 18% above 2020,

« In Q3 2021, Philips completed the divestment of Domestic Appllances as ptanned, resulting in a EUR 2.5 billion gain after tax and transaction-related costs;
reported in Discontinued Operations.

» Net income amounted to EUR 3.3 billich, an increase of EUR 2.1 billion compared te 2020, mainly driven by the gain on the sale of the Domestic Appliances
business. Net income is not allocated to segments, as certain income and expense lina items are recorded on a centralized basis.

« Adjusted EBITA" amounted to EUR 2.1 billion, or 12.0% of sales. Produgtivity programs delivered annual savings of approximately EUR 279 million. This
included approximately EUR 140 million procurement savings, led by the Design for Excellence (DfX} program, and approximately EUR 139 miflion savings
from other productivity programs. While the Diagnosls & Treatment and Personal Health businesses delivered improved profit expansion, the Connected Care
businesses showed a decline in Adjusted EBITA™ margin, primarily dug to the decline in sales and the impact of the Philips Respironics voluntary recall
notification in the Sleep & Respiratory Care business,

« QOperating cash flow amounted to EUR 1.6 billion, and Free cash flow" amounted to EUR 0.9 billion.

Philips Group
Key data n millions of EUR unless otherwize stated

Sales

Nominal sales growth
Comnparable sales growih 1 )

Impairment of goadwill

Incomte from operattons

EXPENSES, N
nts in assoc E.S‘ t of Income taxes
Income tax expense o
Income from continuing operaticns

Discontinted uper;l.ic;;ns, net of income taxes
Metincome
Adjusted ERITA 1)

Adjusied Income from continuing operations attributable to sharehalders 3 per common shiare (0 EUR) - dilubed U

T Non-IFRS financial measure. For the definltion and reconciliation of the mast directly comparable IFRS measure, refer to Reconciliation of non-IFRS Information.
# shareholders in this table refers ta sharehalders of Koninklijke Philips NV,

* don-IFRS financial measure. For the definition and roconciliation of the most directly comparable IFRS measure, refer to Recencliation of nen-IFRS infarmation.

Factors impacting performance
In 2022, global economic activity slowed down comparad ta 2021, when the global economy rebounded strongly fram a COVID-induced recession. Global real GDPis
estimated o have grown by 3.0% in 2022, compared with the 6.0% estimated in 2021 for 2022.

The company’s business and results in 2022 were impacted by global and industry-wide challenges, including global supply chain constraints, COVID lockdown measures in
China, inflaticnary pressures and the Russta-Ukraine war. Where relevant, the impact of these factors and the resulting uncertainties on the company’s results, balance sheet
and cash flows have heen considered and are reflected in amounts reported. Comparable sales® declined by 3%, mainly due to operational and supply chaln challenges, the
COVID situation in China and the Russia-Ukraine war, We alm to offset the operational and supply challenges with specific programs to increase supply chain resilience,
improve patient safety and guality, and simplify the organ'zation to increase agility and structurally lower the cost base,
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Global supply chain constraints

Limited availability and delays in the supply of certain components and products internationally — partly a conseguence of COVID and the Russia-Ukraine war — impacted the
company’s results in 2022, In addition, the supply chain constraints resulted in an increase in overall working capital balances, in particular inventories, Inventories increased
compared to 2021, as work-in-process inventories could not be converted into finished goods available for sale due to the scarcity of certain components, Improved
companent supplles contithuted to a comparable sales'increase In the Tourth guarter of 2022,

In response, we continue to drive significant actions to increase supply chain resiliance and mitigate the impact of disruptions. We are: engaging with senior government
officials, strategic suppliers and foundrles te prioritize healthcare supplies; directly working on compenent issues across ail tiers of suppliers; diversifying sourcing of high-risk
components, with almost 400 alternate components cartified to date, Lastly, we are also redesigning cur printed circuit boards to qualify alternate sources of supply.

COVID situation in China

CCVID continued to affect the company's results, balance sheet and cash flows presented in these consclidated financial statements, in particular due to the lockdowns in
China. Production in several of our factories, as well as those of our suppliers in China, was suspended periodically, which exacerbated the global supply chain and cost
challenges, The China fockdowns impactad the results of operations due to lower sales and factery under-utilization.

COVID did not result in any material adjustments to the carrying ameunts of assets and liabilities during 2022. In addition, there were no material changes to treasury and
other financial risks divectly related to the pandemic.,

Cost inflatien
Global inflation and cost headwinds, including higher anergy prices, resulted i an increase in cost levels and negatively impacted gross margin in 2022,

In response, we have been raising pricing by low- to mid-single-digits since the beginning of 2022. In the Personal Health businesses, the higher sales prices contributed to a
gross Increase in sales of around 3% compsred te 2021. In the Diaghosls & Treatiment and Connected Care businesses, due to the longer equlpment order book cycles, the
price increasas take longer to be fully realized in the profit and fass account.

Russia-Ukraine war

Since February 2022, Philips has substantially reduced its activities in Russia. This ncludes stopping shipments of sur consumer health products to the country (except for
certain child care products}, the suspension of marketing activities, and winding down of R&D activities. We are focusing our remaining activities in Russia on the delivery of
medical systems, devices, and spare parts to healthcare providers to the extent possible under export controls and sanctions. Philips' operations in Russia and Ukraine an a
combined basis represented less than 2% of group sales in both 2021 and 2022. The asset value of the activities in Russia and Ukraine, mainly working capital, was |ess than 1%
of the consolidated total assets as of December 31, 202t and 2022, There have been ne significant asset write-downs to date, but we continue to closely monitor
developments in this regard. The Russia-Ukraine war continues to put severe pressure on the global commedity landscape and supply chains, and has contributed to the sharp
rise In energy and food prices and high cost inflation, as further discussed above,

Climate-related matters

I preparing the cansolidated financial statements, management has considered the impact of climate change, specifically the financial impact of Philips meeting its internal
and external climate-related aims, the potential impact of climate-related risks, and the costs incurred to pre-actively manage such risks. These considerations did not have a
material impact on the financial reporting judgments, estimates or assumptions. The financial impacts considered include specific climate mitigation measures, such as the use
of lower carbon energy sources, the cost of developing more sustainable product offerings, and expenses incurred to mitigate against the impact of extreme weather
conditiens, To meet its long-term Seience Based Targets and reduce its full value chalin emissions in line with a 1.5 °C global warming scenaric, Philips has enteradinto a
number of power purchase agreements. Some of these contracts have a fixed price structure, which in 2022 helped to mitigate the impact of increased electricity prices.

Actions in response

In 2022, Philips took several actions to enhance performance and productivity in the supply chain {e.g. dual sourcing, supplier consalidation, warehouse feotprint
rationalization), R&D {e.g. shifting the focus to fewer, high-impact projects in the innovation pipeline} and quality (e.g. enhancing processes, increasing capabilities and product
management). As a result, Philips recorded non-cash portfolio realighment impalrments and charges of EUR 282 million in 2022, consisting of R&D project impairments of EUR
134 million, Connected Care partfolio realignment charges of EUR 108 million and asset impairments in Sieep & Respiratory Care of £UR 39 million.

As announced in Ccteber 2022, Philips has initiated general productivity actlons, including simplifying the organization to streamline the way of working and reduce operating
expenses. This includes an immediate reduction of around 4,000 pesitions globzlly across tha organization, subject to consultation with the relevant warkers councils apd
social parthers, with severance and termination-related costs of EUR 80 million incurred in 2022 and an additional EUR 50 millioh expected in 2023.

On January 30, 2023, Philips annaunced plans to create value with sustainable impact, which is based on fecused organic growth to deliver patient- and people-driven
innovation at scale, with impraved execution as a key value driver, prioritizing patient safety and quality, supply chaln reltability and a simplified operating model. In addition to
the reduction of its workforce by 4,000 roles announced In October 2022, Philips plans to raduce its workforce by an additional 5,000 roles globally by 2025, of which 3,000 will
be implernented in 2023, in line with relevant local regulations and procasses. These reductions are focused on Carporste and Functions optimization and non-core activities,
far which charges In 2023 are expected to be appreximately EUR 470 million.

*I Non-IFRS financlal measure. For the defitiition and reconeiliation of tha maost directly comparable IFRS measure, refer ta Reconclllation of non-IFRS Informatlon.

Results of operations

Sales
The composition of sales growth In percentage terms In 2022, compared to 2021 and 2020, Is presented in the following table.

Phllips Group
Sales in rilltons of EUR unless otherwise stated

Comparabie sales growth 1

Contected Care businesses

Nomlnal sales growth

le sales growth 2

- Nominal sales growth
Comparable salos growth U

other

Philfps Graup 17,313
Naminal sales growth 1.0%
Comparable sales growth 1 2.9%

! Non-IFRS financial measure, For the definition and recanclliation of the most directly comparable IFRS measure, refer to Reconciliation of non-IFRS Information,



Group sales amounted to EUR 17,827 millicn in 2022, 3.9% higher than in 2021 on a nominal basis, Considering a 6.7% positive effect from currency and consolidation,
comparabhle sales’] decreased by 2,8%. This was driven by a positive currency effect, mainly due to appreciation of currencies against the euro, and affected afl segments.

The order hook at year-end 2022 was 10% highar than at the end of 2021, ensuring a higher coveraga for sales in 2023, The increase mainly relates to the Diagnosis &
Treatment businesses driven by Dlagnostic Imaging. Comparable order Intake decreased 3%, compared to 4% growth in 2021, In the fourth quarter of 2022, lower demand for
COVID-19-related products compared to 2021 and company actions to Improve the order book margin profile contributed te this decrease.

Group sales amounted to EUR 17,156 million in 2021, 0.9% lower than in 2020 on a nominal basis. Considering a 0.3% positive effect fram currency and consolidation,
comparable sales” decreased by 1.2%. While the currency effect was negative, malnly due to depreciation of currencies against the euro, and affected all business segments,
this was more than offset by a positive conselidation impact frem new acquisitions,

Diagnosis & Treatment businesses

tn 2022, sales amounted to EUR 9,168 million, 6,2% higher than in 2021 on a nominal basls, Consldering a 6,5% posltive currency effect and consolidation impact, comparable
sales®) decreased by 0.7%. This was due to mid-single-digit growth in Image-Guided Therapy and low-single-digit growth in Enterprise Diagnostic Infermatics, which was more
than offset by a decline in Ultrasound and in Diagnostic Imaging due to specific electronic compenent shortages.

In 2021, sales amounted to EUR 8,635 million, 5.6% higher than in 2020 on a neminal basis. Considering a 2.5% negative currency effect and consalidation impact, comparable
salesincreased by 8.1%. This was driven by double-digit growth In Image-Guided Therapy and mid-single-digit growth in Diaghostic Imaging and Ultrasound, reflecting
demand for Philips' portfelio and positive market conditions.

Connected Care businesses
In 2022, sales ainounted to EUR 4,403 million, 2.7% lower than in 2021 on a nominal basis, Considering a 7.1% positive currency effect and consolidation ¥mpact, comparable
sales”) decreased by 10.8%. This was mainly due to the conseguences of the Respirenies field action and the impact of supply chaln headwinds.

In 2021, sales amounted to EUR 4,573 million, 17.5% lower than in 2020 on a hominal basis. Considering a 5.1% positive currency effect and consolidation impact, comparable
sales') decreased by 22.6%, following the high COVID-19-generated demand in 2020 and the impact of the Respironics recall in 2021,

Personal Health businesses

In 2022, sales amounted to EUR 3,626 million, 5.7% higher than in 2021 on a nominal basis. Considering a 5.6% positive cuirency effect and consolidation impact, comparable
sales™ increased by 0.1%, consisting of 2 global increase of 2.5%, offset by a 2.4% decline (n sales attributable to Russia due to the war with Ukraine. Oral Healthcare and
Mother & Child Care recorded mid-single-digit growth, which was offset by a mid-single-digit decline in Parsonal Care.

In 2021, sales amounted to EUR 3,429 million, 7.2% higher than in 2020 on a nominal basis. Consldering a 1.6% negative currency effect and consolidation impact, comparable
sales™ increased by 8.8%. This was driven by robust customer demand for new product introductions across the world.

Other
In 2022, sales amaunted to EUR 629 million, compared to EUR 518 million in 2021, The increase was mainly due to additional reyalty income and supplies to the divested

Domestic Appliances business,

In 2021, sales amounted to EUR 519 million, compared to EUR 396 million In 2020. The increase was mainly driven by supplies to a divested business and higher royalty
incorme.

Performance by geographic area

Philips Group
Sales by geographicarea in millions of EUR unless otherwise stated

2020 201

‘Woesterh Eurape 3,702 3,645
North Ameriea ) R 6,884 6,781
Other mature peographles i i i i i i 1,750 : 1,594
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Comparable sales prowth 2 o ] o {3)%
Growth geographies 4,977 5,036
" Nominal sales growth ) 3% 1%
" Comparable sales prowth 3 ' 3% 3%

Philips Group 17,313 17,156 17,827."

U Hon-IFRS financiatmeasure. For the definition and reconclfiation of the maost directly comparable IFRS measure, refer to Reconciliation of non-IFRS information.

Sales in mature geographies in 2022 were 6% higher than in 2021 on @ nominal basis and 1% lower on a comparable basis’), Sales in Western Europe were 1% lower year-on-
year on a nominal basis and 3% lower on a comparable basis™, with a double-digit decline in the Connected Care businesses, a low-single-digit decline in the Diagnosis &
Treatment businesses, and flat growth in the Personal Health businesses, Sales in North America were 12% higher year-on-year on a nominal basis and were flat on a
comparable basis™), as double-digit growth in the Personal Health businesses and low-single-digit growth in the Diagnosis & Treatment businesses were offset by a mid-single-
digit decline in the Connected Care businesses, mainly due to the Sleep & Respiratory Care business. Sales in other mature geographies decreased by 3% on a nominal basis
and 1% on a comparable basis™, with high-single-digit comparable sales growth® in the Parsonal Health businesses more than offset by 2 high-single-digit decline in the
Connected Care businesses and a low-single-digit decline in the Diagnosis & Treatment businesses.

Sales in mature geographies in 2021 were 2% lower than in 2020 on a nominal basis and 3% lower on a comparable basis™. 5ales in Western Europe were 2% lower year-on-
year ona naminal basis and 3% lower on a comparable basis®), with a double-digit decline in the Connected Care businesses, partly offset by high-single-digit growth in the
Diagnosis & Treatment businesses and mid-single-digit growth in the Persenal Health businesses, Sales in North America were 1% lower year-on-year on a nominal basis and
decreased 3% on a comparahle basis’), as double-digit growth in the Diagnosis 8 Treatment businesses and low-single-digit growth in the Personal Health businesses were
largely offset by a double-digit decline in the Connected Care businesses, Sales In other mature geographies decreased by 3% cn a nominal hasis ahd were in line with 2020 on
a comparable basis*). High-single-digit comparable sales growth™ in the Personal Health businesses and mid-single-digit comparable sales growth’l in the Diagnosis &
Treatment businesses was partly offset by a double-digit decline in the Coninected Care businesses.

Sales in growth geographies in 2022 decraasad by 1% on a nominal basis and 7% on a comparable hasis'), with a double-digit decline in the Connected Care and Persanal
Health businesses and & low-single-digit decline in the Diagnosis & Treatment businesses. The high-single-digit decline in comparahle sales growth* was due to a double-digit
decline in China and Russia & Central Asis, partly offset by double-digit growth in Middle East, Turkey & Africa.

Sales in growth geographies in 2021 increzsed by 1% on 2 nominal basis and 3% on a comparable basis", with double-digit growth in the Personal Health businesses and high-
single-digit growth in the Diagnosis & Treatment businesses, partly offset by a double-digit decling in the Connected Care businesses. The low-single-digit comparable safes
growth*t was driven by double-digit growth in India, high-single-digit growth In Russia & Central Asia, and mid-single-digit growth in Central & Eastern Europe and Latin
America.



Diagnosis & Treatment businesses

Diagnosis & Treatment businessas
Sales by geographic area Inmillons of EUR unless otherwise stated
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M Non-IFRS financlal measure. For the definition snd reconzilietion of the most directly comparable IFRS measure, refer to Recenciliation of non-IFRS Information,

Sales in growth geographies increased by 6% on a nominal basis in 2022, and on a comparable basis™ showed a low-single-digit decline, which was mainly due to China. Seles
In mature geographies increased by 6% on a nominal basis and were fiat year-oh-year on a comparable basis®),

Sales in growth geographies increased by 5% on a nominal basis in 2021, and on a comparable basis*! showed high-single-digit growth, driven by double-digit growth in Latin
Amerlca, India and Central & Eastern Europe and mid-single-digit growth 1n China, Sales in mature geographies increased by 6% on a nominal basis and showed high-single-
digit growth on a comparable basis*). Comparable sales®) increased, with double-digit growth in Nerth America and high-single-digit growth in Western Europe.

Connected Care businesses

Cannecter Care businesses
Sales by geographic area in millians of EUR unless otherwse stated

2020
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Y Non-IFRS financial measure, For the definition and reconclllation of the most directly comparable iFRS measure, refer to Reconciliation of non-FAS information.

Sales tn growth geographies decreased by 22% on a nominal basis in 2022, and on a comparable basis'! showed a double-digit decline, with a double-digit decline across most
reglons, matnly due to the consequences of the Respironics field action and the COVID situation in China. Sales in mature geographies decreased by 1% on a nominal basis and
showed a high-single-digit decline on a comparable basis™, with a double-digit decline in Western Europe and a mid-single-digit decline in North America.

Sales tn growth geographies decreased by 28% on a nominal bas’s in 2021, and on a comparable besis™ showed a double-digit decline, with a double-digit decline across most
regions. Sales in mature geographies decreased by 16% on a nominal basis and showed a double-digit decline on a comparable basis™), with a double-digit decline in Western
Europe and North America and a mid-single-digit declire [n Japan.

Persanal Health businesses
Personal Health businesses
Sales by geographic area in millions of EUR unless otherwlse stated

Western Eurape

Total mature peopgraphies
Growth gragraphies

Salas

Nominal sales growth
Comparable sales growth

U jon-IFRS financial measure, For the definition and reconcilfation of the most directly comparabiz IFRS measure, refer to Reconcifiation of non-/FRS information.

Sales in growth geographies decreased by 7% on a nominal basis in 2022, and un a comparabla basis™ showed a double-digit decline, which was mainly attributable te China.
Sales In mature geographies increased by 14% on a nominal basis, and on a comgarable basis*l showed high-single-digit growth, driven by double-digit growth in North
America,

Sales in growth geographies increased by 15% on a nominal basis in 2021, and on a comparable basis™ showed double-digit growth, which was attributable to double-digit
growth in Central & Eastern Furope, Russia & Central Asia and Latin America and mid-single-digit growthin China, Sales in mature geographies increased by 2% on a nominal
basis, and an a comparahle basis* showed mid-single-digit growth, driven by mid-single-digit growth in Western Europe and low-single-digit growth in North America.

Cost of sales

Fhilips Graup
Cast of sales cotnponents In millicns of EUR unless ot herwise stated
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Dther manufacturing costs o 2,364 13.7%

Cost of sales 9,493 54.8% 9,988

Cost of sales includes only expenses directly or indirectly attributable to the production process, such as cost of materials used, salaries and wages, depreciation and
amartization of assets used in manufacturing, and other manufacturing costs (such as repair and maintenance costs related to production, expenses incurred for shipping and
handling of internal movements of goods, and other expenses related to manufacturing).

philips’ cast of sales increased by EUR 645 million ta EUR 10,633 million 1h 2022, compared to EUR 9,288 million in 2021, mainly due to increased expenses of EUR 217 million
in salaries and wages, driven by ah unfavorable foreign currency impact and wage inflation, partly offset by productivity measures, Other key factors influencing cost of sales
were as follows:

+ {ost of materials used increased by EUR 178 million in 2022, mainly due to an unfavorable foreign currency impact and cost inflation, partly offset by the
reduced field action provision and productivity measures.



= Depreciation and amortization increased by FUR 56 million in 2022, mainly due to an unfavorable foreign currency impact.
» Other manufacturing costs increased by EUR 193 millien in 2022, mainly driven by an unfaverable foreign currency impact and cost inflation, partly offset by
the lower fielf action provision and productlvity measures.

Philips’ cost of sales increased by EUR 495 million to EUR 9,988 million in 2021, compared to EUR 9,493 million in 2020, mainly due to the field action provision of EUR 749
millian in connectlon with the Philips Respironics voluntary recall notification in the Sleep & Respiratory Care business reflected In other manufacturing costs. Other key factors
influencing cost of sales were as follows:

» Costs of materials used decreased by EUR 79 million in 2021, mainly driven by productivity savings and a positive foreign currency impact, partly offset by the
impact of increases in procurement and supply chain costs,

Salaries and wages decreased by EUR 71 milllon in 2021, driven by productivity and restructuring savings, partly offset by acquisitions.

Depreciation and amartization decreased by EUR 112 million in 2621, mainly due to lower impairments of technology assets of EUR 55 million compared to
EUR 92 million in 2020.

.

Gross margin

In 2022, Philips’ gross margin was EUR 7,194 million, or 40.4% of sales, compared to EUR 7,168 million, or 41.8% of sales, in 2021. Gross margin was flat year-on-year due to
cost inflation and a decrease in sales, which was offset by a favorable forelgn currency impact, a decrease in restructuring, acquisition-related and other charges, and
productivity and pricing measures.

In 2021, Philips’ gross margin was EUR 7,158 milllon, or 41,8% of sales, compared to EUR 7,822 million, or 45.2% of sales, in 2020. The year-on-year decrease in gross margin
was mainly driven by the field action provision of EUR 719 million {representing 4.2% of sales) in connection with the Philips Respironics voluntary recall notification in the
Sleep & Respiratory Care business.

Selling expenses
Selling expenses amounted ta EUR 4,609 million, or 25.9% of sales, in 2022, compared to FUR 4,258 million, or 24.8% of sales, in 2021, The year-on-year increase in selling
expenses of EUR 351 million was mainly due to an unfavorable foreign currency impact and an increase in restructurlng, acquisition-related and other charges.

Selling expenses amounted to EUR 4,258 million, or 24.8% of sales, in 2021, comparad to EUR 4,058 million, or 23.4% of sales, in 2020. The year-on-year increase in selling
expenses of EUR 204 million was driven by the acquisitions of BioTelemetry and Capsule Technologies and higher investments in advertising and prometion, partly offset by a
positive foreign currency impact and lower restructuring costs. Selling expenses include restructuring, acquisition-related and other charges of EUR 140 millien In 2021,
compared to EUR 133 million In 2020.

General and administrative expenses
General and administrative expenses amaunted to EUR 671 million, or 3.8% of sales, in 2022, compared to EUR 592 million, or 3.5% of sales, in 2021. The year-on-year increase
of EUR 72 million was mainly driven by higher restructuring, acquisition-related and other charges.

General and administrative expenses amounted to EUR 599 million, or 3.5% of sales, in 2021, compared te EUR 630 million, or 3.6% of sales, in 2020, The year-on-year
decrease of EUR 31 million in general and administrative expensas was mainly driven by lower restructuring, acquisition-related and other charges.

Research and development expenses

Research and deyelopment costs were EUR 2,103 million, or 11.8% of sales, in 2022, comparad to EUR 1,806 million, or 10.5% of sales, in 2021, The year-on-year increasa of
EUR 297 million was mainly driven by higher restructuring, acquisition-related and other charges in relation to R&D project impairments and an unfavorable foreign currency
impact,

Research and development costs were EUR 1,808 millien, or 10.5% of salas, in 2021, comparad to EUR 1,822 million, or 10.5% of sales, in 2020. The year-on-year decrease of
EUR 16 million was mainty driven by lower restructuring, acquisition-related and other charges. 2021 includes EUR 101 million of restructuring, acquisition-related and other
charges, compared to EUR 131 million in 2020,

Phlllps Grotp
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fmpairment of goodwill

In addition to the annual goodwill-impairment tests for Philips, trigger-based impairment tests were performed during the years 2022, 2021 and 2020, As a result of the tests,
goodwill impairments were recorded of EUR 1,357 million in 2022, EUR 15 million in 2021, and EUR 144 million in 2020. The goodwill impairment of EUR 1,331 million in 2022
was recorded in the 5leep & Respiratory Care business and was due to revisions to the expected future cash flows, In addition, a EUR 27 million goodw!il impairment was
recognized in the Precision Diagnosis Solutions business.

During 2022, EUR 1,331 million of goodwill impairment charges were recorded in the Sleep & Respiratory Care husiness, due to revisians to the expected future cash flows, In
addition, a EUR 27 million goodwill impairment was recognized in the Precision Diagnosis Solutions business. For further information refer to Goodwill.

et income, Income from operations (EBIT) and Adjusted EBITA™

Net income amounted to a loss of EUR 1,605 million, a decrease of EUR 4.8 billion compared to 2021, mainly due to a charge of EUR 1.5 billion related to goodwill and R&D
impairments in 2022 and a gain of EUR 2.5 killion on the sale of the Domestic Appliances business in 2021. Net income is not allocated to segments, as certain income and
expense line iterms are monitored oh a centralized basis, resulting in them being shown on a Philips Group level only,

The following overview shows Income from operations and Adjusted ERITA'] by segment,
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B hon-1FRS finansial measure, For the definitlen and recenclliation of the most dlrectly comparable IFRS measure, refer to Reconclliation of non-IFRS informatien,

Income from operatiens in 2022 amountad to a loss of EUR 1,529 millian, or {8.6}% of sales, compared to EUR 553 million, or 3,2% of sales, In 2021, mainly impacted by a
charge of EUR 1.5 billion related to goodwill and R&D Impairiments, Adjusted EBITA™) in 2022 was EJUR 1,318 million and the margin amounted to 7.4%, compared to EUR 2,054
million and a margin of 12.0% In 2021, primarily due to the sales decling and cost inflation, partly offset by pricing and productivity measures.

Amortization and goodwill impairment charges in 2022 were EUR 1,720 million. This includes a charge of EUR 1,331 million related to an impairment of goodwill in the Sleep &
Respiratory Care business, a EUR 27 million goodwill Impairment in the Precision Diagnosis Solutions business, and amortization charges of EUR 22 million related to an
impairment of a technology asset. In 2021, amortization and goodwill impairment charges were EUR 337 million and included a charge of EUR 13 million related toan
impairment of goodwill and amortization charges of EUR 55 million related to an impairment of & technology asset.

Restructuring, acouisition-related and other charges in 2022 were EUR 1,127 millior. This includes: restructuring charges of EUR 185 million; EUR 282 million portfolio
realignment impairments and charges; EUR 250 million for the Respirenics field-action provision; EUR 210 million Respironics field-action running remediation costs; a EUR 60
million provisian for public investigations tender irregularities; and EUR 59 million for provisions for quality actions in Connected Care. 2021 charges were EUR 1,164 million
and included: a figld action provision of EUR 719 million in connaction with the Phillps Resplronies veluntary recall notification; provisions for quality actions of EUR 94 millien
and other matters of EUR 53 millien in Connected Care; restructuring charges of EUR 80 million; acquisition-relsted charges of EUR 102 million partly offset by a EUR &7 million
gain related to the re-measurement of contingent consideration liabilities; a loss of EUR 76 million related to a divestment; and separation costs of EUR 64 million related to
the Domestic Appliances business, 2021 also Included a release of a legal provision of EUR 38 milllan, a galn of EUR 33 millien related to a minority participation, and a benefit
from the re-measurement of enviranmental liabilities of EUR 22 million.

Income from continuing operations attributable to shareholders per commeon share {in EUR) - diluted, was EUR (1.84} in 2022, compared to EUR 0,67 in 2021, Adjusted incemna
from continuing operations attributable to shareholders per common share {in EUR) - diluted*! was EUR 0.96 in 2022, compared te EUR 1.65 in 2021,

Net income in 2021 increased by EUR 2.1 billian compared to 2020, mainly driven by the gain on the sale of the Domestic Appliances business, partly offset by the EUR 719
millien field action provision,

Incame from aperations in 2021 amounted to EUR 553 million, or 3.2% of sales, compared to EUR 1,264 million, or 7.3% of sales, in 2020, mainly impacted by the EUR 719
million field action provision, Adjusted EBITA® in 2021 was EUR 2,054 million and the margin amounted to 12.0%, cempared to EUR 2,277 millien and a margin of 13.2%, due
10 a decline in sales and the impact of supply chain headwinds, partly offset by productivity measures.

Amortization and geodwill impairment charges in 2021 were EUR 337 million. This incluckes a charge of EUR 13 miliion related to an impairment of goodwill and amertization
charges of EUR 55 million related to an impaitment of a technology asset, In 2020, amortization and goodwill impairment charges were EUR 521 million and Included a charge
of EUR 144 million related to an impairment of goodwill in the Connected Care segment, as weil as amortization charges of EUR 92 million related to an impairment of a
technology asset,

Restructuring, acouisition-related and other charges In 2021 were EUR 1,164 million. This includes a field actlon provision of EUR 719 million in connection with the Philips
Respirenics voluntary recall notification, provisicns for quality actions of EUR 94 millior and other matters of EUR 53 illion in the Connected Care businesses, restructuring
charges of EUR &0 million, acquisition-related charges of EUR 102 million partly offset by a EUR 87 million gain related to the re-measurement of contingent consideration
liabilities, a loss of EUR 76 million related to a divestment, and separation costs of EUR &4 million related to the Domestic Appliances business, 2021 also includes a release of a
lagal provision of EUR 38 million, a gain of ELR 33 miflion related to a minorlty participation, and a benefit from the re-measurement of environmental liabilities of EUR 22
million. 2020 charges were EUR 494 milllen and included EUR 200 million of restructuring charges, EUR 95 million of acquisition-related charges offset by a EUR 101 millien
gain related to the re-measurement of a contingent consiceration liability, EUR 31 million related to impairments of capitalized development costs, EUR 43 million of charges
due ta changes In ventilator demand, EUR 42 million of separation costs related to the Domestic Appliances business, a EUR 38 million provision related to legal matters, and
EUR 2% million related to pension lizhllity de-risking in the US.

Income from cantinuing operations attributable to shareholders per common share {in EUR} - diluted, was EUR 0,67 in 2021, compared to EUR 1.08 in 2020. Adjusted income
fratn continuing operations atiributable to shareholders per cormmon share {in EUR) - diluted™ was EUR 1.65 in 2021, cempared to EUR 1,74 in 2020.

Diagnosis & Treatment businesses
Income from operations in 2022 decreased to EUR 404 million, compared to EUR 941 million in 2021. This was mainly due to cost inflation, partly offset by productivity
rmeasures, These factors also resulted in a decrease in Adjusted EBITA") to 8.4% of sales in 2022,

Amortization and goodwill impairment charges in 2022 were EUR 170 million and include EUR 22 million of charges related to an impairment of a technology asset in Image-
Guided Therapy and a geodwill impairment of EUR 27 million in Pracision Diagnosis Solutions. 2021 charges were EUR 155 million and included EUR 55 miflion of charges
related to an impairment of a technology asset in Image-Guided Therapy.

Restructuring, acquisition-related and other charges in 2022 were EUR 201 million and include EUR 120 miflion portfolio realignment impairments and charges and a provisien
of EUR B0 million for public investigations tender irregularities. 2021 charges amounted to a gain of EUR 25 million and included: restructuring charges of EUR 44 million;
acquisition-related charges of EUR 48 milllon offset by a EUR 85 million gain related to the re-measurement of contingent consideration liabilities; and the release of a legal
provisien of EUR 38 million.

Income from operations in 2021 increased to EUR 941 million, compared to EUR 497 million in 2028, This was primarily due to sales growth and productivity measures. These
factors also resulted in an increased Adjusted EBITA®, which was 12.4% of sales in 2021.

Amortization and goodwill impairment charges in 2021 were EUR 155 million and include EUR 55 million of charges related to an impairment of a technelogy asset in Image-
Guided Therapy. 2020 charges were EUR 209 million and included EUR 92 million of charges related to an impairment of a technology asset in Image-Guided Therapy.



Restructuring, acquisition-related and other charges th 2021 emounted to 2 gain of EUR 25 milllon ehd include restructuring charges of EUR 44 million, acquisition-related
charges of EUR 48 million offset by a EUR 85 million gain related to the re-measurement of contingent consideration liabilities, and a release of a legal provision of EUR 38
million, 2020 chargas ware EUR 112 million and included EUR 57 million of restructuring charges, EUR 73 million of acquisition-related charges offset by a EUR 101 millien gain
related to the re-measurement of a contingant consideration liakility, EUR 38 million related to legal matters, and a EUR 31 million impairment of capitalized development
costs,

Connected Care businesses

Income from operations in 2022 decreased to EUR {2,246) million, compared to EUR {722) millien In 2021. This was mainly due to the EUR 1.3 billion goodwill impairmant, the
sales decline, the consequences of the Respironics field action and cost inflation. Adjusted EBITA™ was 2.2% of sales in 2022 and was also impacted by the sales decline and
cost inflation, partly offset by productivity measures.

Amoertization and goodwill impairment charges in 2022 were EUR 1,530 million and include EUR 1,331 miliilon impairment of goodwill related to the Slezp & Respiratory Care
business, 2021 charges were EUR 161 million and included a FUR 12 million Impairmeant of goodwlll related to the divested Personal Emergency Response Servicas (PERS) and
Senior Living business.

Restructuring, aceuisition-related and other charges in 2022 were FUR 811 million and include; EUR 250 million for the Respiranics field action provision; EUR 210 million
Respiranics running remediatlon costs; EUR 160 millian portfofio realignment impairments and charges; and EUR 59 millian provisions for guality actions in Connected Care.
2021 charges were EUR 1,058 million and Includad: a field actlon provision of EUR 719 millien h eonnection with the Philips Respironics voluntary recall notification; EUR 93
million of restructuring and acquisition-related charges; provisiens for guality actions of EUR 94 millien and other matters of EUR 53 million; and a gain of EUR 33 miliion
related to a minority participatlon,

Income from operations In 2021 decreased to EUR {722} million, compared te EUR 704 million in 202¢, This was mainly due to the decline in sales and the impact of the
Respironics recall on the Sleap & Respiratory Care business, These factors also impacted Adjusted EBITA™, which was 10.9% of sales in 2021,

Amartization and goodwill impairment charges in 2021 wete EUR 161 million and include EUR 13 million impairment of goodwill relsted to the divested Personal Emergency
Response Services (PERS) and Senior Living business, 2020 charges werae EUR 278 million and included a EUR 144 million impairment of goodwill related to the Population
Haalth Management husiness,

Restructuring, acqulsition-related and other charges in 2021 were EUR 1,058 million and include a fizld action prevision of EUR 719 millien in connection with the Philips
Respiranics voluntary recall natification, EUR 93 millien of restructuring znd acquisition-related charges, provisions for quality acticns of EUR 94 million and other mattets of
EUR 53 million, and a gain of EUR 33 million related to a minority participation. 2020 charges were EUR 209 million and included restructuring charges of EUR 76 million,
acguisition-related charges of EUR 22 million, and charges of EUR 43 millisn due to changes in ventilator demand.

Personal Health businesses
Income from operations in 2022 decraasad to EUR 15 million, compared to EUR 576 million in 2021, This was mainly driven by cost inflation and an adverse fareign currency
impact, partly offset by pricing and productivity measures. These factors also resulted in a decrease in Adjusted EBITA" to 14.8% of sales,

Amortization charges in 2022 were EUR 15 million and include amortization charges related to intangible assets in Mother & Chlld Care, 2021 charges were EUR 15 million and
Incfuded amartlzation charges related to intangible assets in Mother & Child Care.

Restructuring, acquisition-related and other ¢harges in 2022 and 2021 were not materfal,

Income from operationsin 2021 increased to EUR 576 million, compared to EUR 362 milllon in 2020. This was mainly driven by sales growth and productivity measures, partly
offset by higher investments in advertising & promaotion, These factors also resultad in an increased Adjusted EBITA™, which was 17.2% of sales,

Amortization charges in 2021 were EUR 15 million and include amortization charges related to intangible assets in Mother & Child Care. 2020 charges were EUR 16 millicn and
included amortization charges retated to intangible assets in Mother & Child Care.

Restructuring, acquisition-related and cther charges in 2021 were not material, 2020 charges were EUR 55 million and inchuded restructuring charges of EUR 31 mitlion.

Cther
In Other we repcrt on the itetns Innovation, |P Royalties, Central costs and Othern

Ineome from operations in 2022 amounted to 2 less of EUR 202 million, compared to a loss of ZUR 242 million in 2021, Adjusted EBITA" in 2022 amounted to a loss of EUR &9
million, compared to a loss of EUR 105 million in 2021, Adjusted EBITAY increased, mainly due to higher rovalty income, partly offset by an adverse currency impact and
investment in Quality & Regulatory.

Restructuring, acquisition-related and other charges in 2022 were EUR 107 million and include restructuring charges of EUR 61 millieh and a EUR 21 millicn #mpairment of
intangible assets. 2021 charges were EUR 121 million and included a loss of EUR 78 million ralated to a divestment and EUR 64 million of separation costs related ta the
Doamestic Appliances business, partly offset by a benefit fram the re-measurement of envirenmental liabilities of EUR 22 miltton.

Income from operations in 2021 was EUR {242) million, compared to EUR {300} million in 2020, Adjusted EBITA™ in 2021 was EUR (105) million, compared to EUR {165) million
_In 2020, Incame from operations and Adjusted EBITA") increased, mainly due to higher royalty income and lower charges related to environmental provisions, partly offset by
investments, mainly in IT and Quality & Regulatory affaits.

Restructuring, acquisition-telated and other charges in 202t were EUR 131 millian and include a loss of EUR 76 millien related to a divestment and EUR 64 milfion of
separation costs refated to the Domastic Appliances business, partly offset by a benefit from the re-measurement of environmental liabilities of EUR 22 million. 2020 charges
wera EUR 118 million and included restructuring charges of EUR 37 million, EUR 42 millien of separation costs related to the Domastic Appliances business, and EUR 21 million
related ko pension Siability de-risking in the US.

Financial income and expenses
A breakdown of financial incame and expenses is presented in the following table.

Philips Group

Flnancll Income and expenses in milllons of EUR
) ) ) ) 220 . am

Interest expense, net {160)

sale of securities

W 129" "
o {25) L] ,
Flnanclal Incame and expenses (a4} [39} &= Zo[2o0)

Finandial income and expenses resulted in @ net expense of EUR 200 millien, compared to a net expense of EUR 39 million in 2021. 2022 includes lower gains on the value of
Philips' minarity participations and higher interast expense, primarily due to financial charges related to early redemption of EUR and USD bonds and issuance of new EUR
bonds in April 2022, compared to 2021, For further Information, refer to Financial income and expenses.
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Flnancial income and expenses resulted in a net expense of EUR 38 million in 2021, compared to a net expense of EUR 44 million in 2020, 2021 includes gains on the value of
Philips' minority participations and higher net Interest intome. For further information, refer to Financial ncome and expenses,

Income taxes
Income tax expense decreased by EUR 10 million year-on-year, malnly due to lower income, partly offset by a non-deductible goodwill imgairment in the Sleep & Respiratery
Care husiness in 2022 and a one-off benefit ralating to the recognition of tax assets due to a business transfer in 2021,

Income taxes amounted to a benefit of EUR 103 millien in 2021. The effective intome tax rate Th 2021 was {20.0)%, compared to 17.6% in 2020, mainly due to the impact from
the recognition of tax assets and other tax benefits as a result of a business transfer during tha year.

Investments in assaciates

Results related to investments in associates improved from a lass of EUR 4 million in 2021 to a loss of EUR 2 million in 2022. In 2022, Philips recorded an impairment of EUR 66
million in relation te Its interest in Candid Care Co. As part of the acquisition of Affera, Inc. by Medtronic plc in August 2022, the company sold its investment in Affera to
Medtronic and recorded a gain of EUR 84 million on the sale.

Results related to investments |n assoclates improved from a loss of EUR 9 milllion in 2020 to a loss of EUR 4 million in 2021, The number of asseclates increased compared to
2020. Although gains were recorded in 3 number of investmants in assoclates, these were more than offset by losses in the remainder.

Discontinued operations

Phillps Group

2020 w071 T
Domestlc Appliances 206 2,698
e I S e s g
MNat [ncormae of Dscontinued operations 196 2,751

In 2022, Discontinued operations consisted primarily of the Domestic Appliances business and certain other divestments that were reported as discentinued cperations. In
2021, the sale of the Domestic Appliance business resulted in an after-tax gain of EUR 2.5 killion.

For further informatlon, refer to Discontinued ogeraticns and assets classified as held for sale.

Non-controlling interests
Net inrcome attributable to non-controlling interests decreased from EUR 4 million 1n 2021 to EUR 3 million In 2022,

Nat income attributable to non-controlling interasts decraased from EUR 8 million in 2020 to EUR 4 million in 2021,

*I Non-IFRS financlal measure. For 1he dafinition and reconciliation of the inost directly compareble IFRS measura, rafer to Reconriliation of non-IFRS information,

Restructuring and acquisition-related charges

Philips Group
Restructucing charges in willioss of EUR

2020

Restructuring charges per segment:

Diagnesis & Treatment Crommmmommmonmm o e 57

g T - SR — P
Other 37
Phillps Group 200

Cost breaktdown of restractul rinﬂrcha}ges:

" Provision for persannal lay-off casts o o T comm ) U
a i!;s.t.nj.c.turir{g-.reiﬂledas‘séImp;alr.me(;t o EN
Olher restrusturing-ralated costs L mn s mn pmn 61
Philips Graup 200

In 2022, Philips initiated general productivity actions aimed at simplifying the organization to streamline ways of working and reduce operating expenses. This included an
immediate reduction of areund 4,000 positions globally across the arganization, for which a restructuring charge of EUR 80 million was recorded. In addition, restructuring
prajects were exacuted during the year, of which the most significant impacted the Diagnosis & Treatment and Connected Care segments and mainly took place in the USand
Netherlands. The restructuring mainly comprised product portfolio rationalization and the reorganization of glebal support functicns.

In 2021, the most significant restructuring projects impacted the Diagnosis & Treatment and Connected Care segments and mainly took place in the US and Netherlands. The
restructuring mainly comprised product portfolio rationalization and the reorganization of global suppert functions.

In 2020, the most significant restructuring projects impacted the Connected Care and Biaghosis & Treatment segments and mainly took place in the Netherlands, US and
Germany. The rastructuring mainly comprised product portfolio rationalization and the reorganization of global support functions.

For further information on restructuring, refer to Provisions.

Fhilips Group
Acquisition-related charges in mililons of EUVR

T T 2020
Diagnosis & Treatment {28)
Connected Care ) T ) o B E?

Philipz Group (8]

In 2022, acquisition-related charges amounted to EUR 17 million, The Connacted Cara sagment recorded charges of EUR 85 million related to the acquisitions of BioTelemetry
and Capsule Technologies, due to past-acquisition integration costs. The Diagnasis & Treatment businesses recorded a net gain of EUR 48 million, mainly related to a gain of
EUR 92 million from the re-measurement of contingent consideration l'zbilities, partiy offset by charges related to the acquisiticn of Spectranetics.

In 2021, acquisition-related charges amcunted to EUR 14 million. The Connected Care sagment recorded charges of EUR 51 million related to the acquisitions of BioTelemetry
and Capsule Technologies, The Diagnasis & Treatment businesses recorded a net gain of EUR 37 milfion, mainly related to a gain of EUR 85 million from the re-measurement of

contingent cansideration liabilities, partly offset by charges related to the acquisitions of Spectranetics and the Healthcare Infermation Systems business of Carestream Health.

In 2020, acquisition-related charges amountad to a gain of EUR 6 million. The Diagnasis & Treatment businesses recorded a gain of EUR 28 million, mainly related to a gain of
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EUR 101 million from the re-measurement of a contingent conslderation liability, partly offset by chargas related to the acquisitions of Spectranetics and the Healthcare
Infortmatlon Systems business of Carestream Health,

Acquisitions and divestments

Acquisitions
In 2022, Philips completed three acquisitions, The acquisition of Vesper Medical Inc., completed on Janvary 11, 2022, was the most notable. Acguisitions in 2022 and prior
vears led to acquisition and post-merger integration charges of EUR 65 million in the Connected Care businesses,

In 2021, Philips completed two acquisitions: BloTalemetry, which was completed on February 9, 2021, and Capsule Technologies, which was completed on March 4, 2021,
Acquisitions in 2021 and prior years led to acquisition and post-merger integration charges of EUR 51 millien in the Connected Care businesses,

In 2020, Philips completed three acquisitions, with Intact Vascular being the most notable. Acquisitions in 2020 and prior years led to acquisition and post-merger Integration
charges resulting in & gain of EUR 28 million in the Diagnosis & Treatiment businesses and ¢harges of EUR 22 million in the Connected Care businesses.

Divestments
In 2622, Phifips completed one divestment, which was not material,

In 2021, Philips completed three divestrnents. On Septernber 1, 2021, Philips sold its Domestlc Appliances business to a global investment firm, Hillhouse Investment, resulting
in a EUR 2.5 billieh gain after tax and transaction-related costs; reperted in Discontinued Cperations.

In additicn, Philips completed the divestment of the Personal Emergency Response Services [PERS) and Senior Living business on June 30, 2021, and September 17, 2021,
respectively, as well as completing the divestment of a small business in segment Gther. As part of the PERS divestment, Philips acquired shares in the buyer, Connect America
Investment Holdings, LLC, with a value of EUR 40 million. The investment is classified as a financial asset measured at Fair Value through Other Comprehenslve Income
{FyTOC!} and is reported as part of Other non-currant financial assets, The divestment resulted In a loss of EUR 76 million, which is included in Other business expenses in our
Consclidated staternents of income.

Philips did not complete any divestments in 2020,
For details, please refer to Acquisitions and divestments.

Cash flows
The movernants in cash and cash equivalents balance for the vears ended December 31, 2020, 2021 and 2022 are presented and explained in the following table,

Phillps Group
Condensed consolldated cash flows In millions of EUR

2020 ‘2071
e cash and cash 1425
Net cash flows from operal 2,511

Net cash flows frnm.Envestlng El

Net capital expenditures prmmmmm ) - T e

" Other tash flows from imvesting activities T U ‘ " izpa3
et cash flows from financing acti ) T
. .;\';lz;sllare';lraﬁs;'E{I;ns

nges in deb
Dividend paid to shareholders of the cc;rnpany

Other cash flow ltems -
Met cash Mows fram discontlnued operatlions
Ending cash and eash equivalents balznce

hlet cash flows from operating activitias

Net cash flows from operating activities amounted to an outflow of EUR 173 million in 2022, compared to an inflow of EUR 1,629 million in 2021, This decrease is mainly due
tc lower cash earnings, increased working capital and cash costs related to the Philips Respironics field action. Free cash flow" amounted to a cash outflow of EUR 961 million
in 2022, compared to an inflow of EUR 209 million in 2021,

In 2021, net cash flows from operating activities amounted to EUR 1,629 millian, compared to EUR 2,511 million in 2020. This decrease is mainly due to increased working
capital and consumption of provisions, partly offset by lower income tax paid. Free cash flow'} amounted to EUR 900 million in 2021, compared to EUR 1,635 million in 2020.

In 2020, net cash flows from operating activities amounted to FUR 2,511 millian, and Frae cash flow*) amounted to FUR 1,635 million,

Net cash flows from investing activitles
Met cash flows from investing activities consist of net capital expenditures and other cash flows from Investing activities.

In 2022, other cash flows from investing activities amounted to a cash outflow of EUR 698 million, mainly due to acquisitions of Vesper Medical and Cardiologs amounting to
EUR 414 million and new minority investments,

In 2021, other cash flows from investing activities amounted to a cash outflow of EUR 2,843 million, mainly due to the acquisitions of BioTelemetry and Capsule Technologies
amounting to EUR 2.8 billion.

In 2620, other cash flows from investing activities amounted to a cash outflow of EUR 391 millton, mainly due to the acquisition of Intact Vascular for EUR 243 million and
investments in other non-current financial assets.

Net cash flows from financing activities
Net cash flows from financing activities consist of treasury shares transactions, changes in debt, dividend paid and other cash flow items.,

In 2022, treasury shares transactions mainly included the share buyback activities, which rasuited in EUR 374 million net cash outflow. Changes in debt mainly includes new
bonds issued of EUR 2 hillion and new term loan issued of EUR 500 millien, partly offset by bond repayments of EUR 1.2 billion. Philips’ shareholders received a total dividend
of EUR 741 million, including costs, of which the cash portion amounted to EUR 412 millien.

In 2021, treasury shares transactions mainly included the share buyback activities, which resufted in EUR 1,613 milfion net cash outflow, Changes in debt mainly relates to
short-tarm debt and lease repayments, Philips' shareholders received a total dividend of EUR 773 million, including costs, of which the cash portion amounted to EUR 482
miflion.

In 2020, treasury shares transactions mainly included the share buyback activities, which resulted in EUR 297 million net cash outflow, Changes in debt included £UR 991
million eash inflow from the issuance of two new bonds under the EMTN pregram, partly offset by outflows related to lease payments. The 2019 dividend was distributed fully
in shares in July 2020.
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Net cash flows from discantinued operations
In 2022, net cash used for discontinued operations was EUR 12 million mainly related to previously disposed businesses.

In 2021, net cash provided by discontinued operations was EUR 3,403 million and conslsted primarily of the net cash inflow of EUR 3,31% million from the sale of the Domestic
Appliances business an September 1, 2021,

In 2020, net cash provided by discont|nued operations mainly related to the Domestic Appliances business, partly offset by advance income tax payments amounting to EUR 78
million.

*+ Non-IFRS financlal measure, For the definition and reconcllation of the most diractly comparable IFRS measure, refer to I of pon-IFRS

Financing
Condensed cohsolidated balance sheets for the years 2020, 2021 and 2022 are presented in the following table:

Philips Graup
Condensed consolldated balance shaats in millions of ELR
Intangible assets 11,012 14,287

Property, piant and equipment e 3,59

Investments and financial assets 781
Deferred tax assets T e ) R ’ ' T Tisw
Inventorios 2,953
Reahalon, © e e B — e s
Diher assats o ) N ’ 663
Payables {3,854}
orovsions TR P P AT
to T
Dihter linbiities Caca
Met asset employed 15,609
Cash and cash equivalents ’ o ’ 3,226
Bl e S P R g
Net deht 1l {3,708) [4,676]
Non-cantrolling interests i i {31} {36
Shareholders' equity T groy T iy .
Flnanting [15,609) {1%,151) 20,311)
" Non-FRS financlal measure. For the definitlan and reconciliation of the mast directly comparable IFRS measure, refer to [t f non-IFAS Inf
Debt position
Total debt outstanding at the end of 2022 was EUR 8,201 millien, compared with EUR 6,980 millich at the end of 2021.
Phllips Group
Balance cheet changes in debt |n millicns of EUR
2020
Mew lease liabilities 128
New l}brréwll{gs Iong—léfm déb‘t“ o B T : : l,UGS‘
R o e Tl g T L
Ne‘wburmwings [répaymenls} shart-term debt o . . o . ’ ’ . T T g ’ ’
Fomaratsontoct ar et i B et e S
Currency effects, tonsolldation changesand’o’iﬁérﬂ T comen T T o T ' [ilﬂ’ ’ B
Changes in debt 1,487 ENR W T

In 2022, total debt increased by EUR 1,221 million compared to 2021. The increase mainly comes from the issuance of EUR 2 billion Notes in April 2022, offset by the sarly
redemption of approximately EUR 1.2 billion Notes eriginally dus in 2023, 2024, 2025 and 2026 and by the utilization of EUR 500 million under the credit facility entered into in
October 2022, Changes in payment obligations from ferward contracts are related ta the maturity in 2022 of EUR 83 millien of share buyback forwards (as announced in July
2021} and EUR 57 millian of forwards relating to long-term Incentlve and employee stock purchase plans {as announced in January 2020}, partlally offset by EUR 63 million of
farwards entered into relating to long-term incentive and employee stock purchase plans (as announced in June 2022]).

In April 2022, Philips announced a serles of Liability Management transactions to optimize its debt maturity profile, The transactions Included the issuance of three series of
Notes under its EMTN program for a total of EUR 2 billion with maturities in 2027, 2029 and 2033. Part of the proceeds were used to tender certain of Philips’ cutstanding US
Dollar denominated bonds due 2025 and 2026 and Euro-denominated bonds due 2023, 2024 and 2025, as well as make-whole and fully redeem the Euro-denominated bonds
due 2023 and 2024 that were not purchased as part of the Euro tender offer, Philips issued Commercial Paper of EUR 200 million in September 2022 and EUR 101 million in
QOctober 2022. These tranches were repaid throughout the fourth guarter of 2022. In addition, in Getober 2022 Fhilips entered into a EUR 1 billion credit facility that can be
used for general corporate purposes. The credit facility matures in October 2023 and has a 12-manth extension opticn at Philips discretion. Per year-end 2022, EUR 500 million
was utilized and outstanding under the credit facility,

In 2021, total debt increased by EUR 48 million compared to 2020. The increase mainly comes from currency effects and consolidation changes, partly offset by net lease
repayments and forward settlements. Repayments of leng-term debt amounted to EUR 302 million. In February 2021, Philips entered into two bilateral loans amounting to a
total of EUR 500 million that were repald in Septembar 2G21. In addition, Philips issued commercizl paper of EUR 300 millich in May 2021 and EUR 150 millicn in July 2021
that was repaid in September 2021, Changes in payment obligations from forward contracts are mainly related to the forward coniracts entered into of EUR 731 million
relating to the EUR 1.5 billion share buyback program announced on July 26, 2021, and EUR 90 million relating to the long-term incentive and employee stock purchase plans
announced en May 18,2021. In additich, a total amount of EUR 745 million of ferward contracts matured in 2021, which completed the settlement of the EUR 1.5 billion share
buyback program announced on January 29, 2019, and a total amount of EUR 123 million of forward contracts matured in 2021 relating to the long-term incentive and
employee stock purchase plans announced on October 22, 2018 and January 29, 2020. These payment obligations are recorded as financial liabilities under long-term debt.
Qther changes, mainly resulting from currency effects, led to an Increase of EUR 175 million.

In 2024, total debt increased by EUR 1,487 million compared to 2015, New borrowings of long-term debt included the net proceeds of EUR 291 million from the issuance of
two new bonds under the EMTN grogram in 2020, Repayments of long-term debt amounted te EUR 298 million, mainly due to the repayment of leases, Changes in payment
chligations fram forward contracts mainly related to the forward contracts entered into of EUR 745 million to complete the remainder of the EUR 1.5 billion share buyback
program announced on lanuary 29, 2019. In addition, Philips entered into forward cantracis for a total ameunt of EUR 174 million in 2020 related to the long-term incentive
and employee stock purchase plans announced on January 29, 2020, and a total amount of EUR 126 million of forward contracts matured relating to the company's long-term
incentive and employee stock purchase plans announced on October 22, 2018. These payment obligations are recorded as financial liabilities under long-term debt, Othar
changes, mainly resulting from currency effects, led to a decrease of EUR 221 million,

At the end of 2022, long-term debt as a proportion of the total debt stood at 88.6% with an average remaining term {including current portion) of 6.1 years, compared to
92.7% and 6.0 years respactively at the end of 2021.
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At the end of 2021, long-term debt as a proportion of the total debt stood at 82,7% with an average remaining term {including eurrent portion) of 6,0 years, compared to
82.3% and 6.3 years respectively at the end of 2020,

At the end of 2020, long-term debt as a proportion of the total debt stood at 82,3% with an average remaining term {including current portion) of 6.3 years, compared to 91%
and 8.0 years respectively at the end of 2019.

Far further informatton, please refer to Debt,

Liquidity position

As of December 31, 2022, including the cash position {cash and cash equivalents), as well as its EUR 1 billion committed revelving credit facility and the EUR 500 million
undrawn portion of the credit facility entered inte in Octoker 2022, the Phillpg Group had access to avallable liguidity of EUR 2,704 million, compared with gross debt
{includéng short and long-term) of EUR 8,201 millien.

As of December 31, 2021, including the cash position {cash and cash equivalents}, as well as its EUR 1 billion committed revolving credit facility, the Philips Greup had access to
available liguidity of EUR 3,370 million, compared with debt {including short and long-term) of EUR 6,880 million.

As of Decermnber 31, 20280, including the cash position (cash and cash equivalents), as well as its EUR 1 billion committad revelving credit facility, the Philips Group had access to
available liquidity of EUR 4,243 millien, compared with gross debt {Including short and leng-term) of EUR 6,934 million.

Philips Group
Liguidity pasition In millions of EUR

Cash and cash equivalents
Listed equity Investments at fair value 2
Committed revolving credit facillty

Credit facility
Liguidity 4243
e ey T e e e TR 29y’

(5,705)

Long-term debt

Net available liquidity resources {2,691)

* Palllps holds listed equlty investments at fair value {evel 1) In common shares of companles In varlous {ndustries. Refer to Other finantlal assets and Fair value of financial assets and llabllitles.

Philips has a EUR 1 billien commiited revolving credit facility which was signed in April 2017 and refinanced In March 2022, which will expire in March 2027, The facility can be
used for general group purposes, such as a backstop of its Commercial Paper Program. In addition, Phitips entered inte 2 EUR 1 billion eredit facifity in Octaber 2022 which can
be used for general corporate purposes, of which EUR 500 millien is undrawn by year-end 2022.

Philips' Commercial Paper Program amounts to UsD 2.5 biition, under which commercial paper can be issued up to 364 days in tener, both in the US and in Europe, in any
major freely convertible currency. As of December 31, 2022, Philips had no commerclal paper outstanding. During the year 2020, Philips established a Euro Medium Term Note
[EMTMN) program which facilitates the issuance of notes for a total amount of up to EUR 12,0 billion. In 2022 Philips issued three new tranches under the program for a total of
EUR 2 billion, while also early redeeming its outstanding 2023 and 2024 Notes and completing a tender offer on the outstanding 2025 and 2026 Notes,

In terms of liguidity, the cempany has access to various sturces. The company’s liquidity risk management procedures have not changed significantly during 2622. The access
to existing lines of credit remains intact, These lines of credit, along with other financial risks to which Philips is exposad, are disclosed in Details of treasury and other financial
risks. Further, with respect to the Respironics field action, please refer to Contingencies. The management continues to maonitor the risks associated with such potential claims
and its inpact on liquidity position, if any.

Philips’ existing long-term debt is rated A- {with stable outlook) by Fitch, Baal {with negative outlook) by Mocdy's, and BBB+ {with negative cutlook) by Standard & Peor's, As
part of our capital allogation policy, our net debt™ position is managed with the intention of retaining our strong investment grade credit rating. Ratings are subject to change
at any time and there is no assurance that Philips will be able to achieve this goal. Philips’ aim when managing the net deht" pesition is dividend stability and a pay-out ratio of
AD% to 50% of adjusted income from continuing operations attributable to shareholders™. Philips’ outstanding lohg-term debt and credit facilities do not contain financial
covenants, Advarse changas in the company’s ratings will not trigger automatic withdrawal of committed credit facilities or any acceleration in the outstanding long-term debst
{provided that the USD-denominated bonds issued by Philips in March 2008 and 2012 contain a ‘Change of Control Triggering Event’ and the EUR-denominated bonds contain
a ‘Change of Control Put Event’}. A description of Philips’ credit faclities can be found in Debt.

Philips Growp
Credit rating summary

tong-term shortterm ' T
il . i
Rhiad 7 R e egatie
Standard 8 Poor's BBR+ Py 'Néga:'ti'éé .

Philtps pools cash from subsidiaries to the extent legally and economically feasible. Cash not pooled remains availakle for local eperational neads or general purposes. The
company faces cross-horder foreign exchange controls and/or other legal restrictions in a few countries, which could fimit its ability to make these balances available on short
notice for general use by the group,

Philtps believes its current liquidity and direct access to capital markets is sufficient to meet its present financing needs.

* Won-IERS financlal measure. For the definitlon and reconclliiation of the most directly comparable IFRS measure, refer to Recancilistion of non-IFRS Information.

Shareholders’ aquity

In 2022, shareholders’ equity decreased by EUR 1,189 million to EUR 13,249 million at year-end. The decrease was mainly due to net loss of EUR 1,608 million, dividend
distributed (EUR 412 millien}, and settlements of earlier concluded forward contracts (EUR 140 million). This was partly offset by currency translation gains of EUR 749 million,
primarily due to the appreciation of the US dollar against the eurc In 2022.

In 2021, sharehelders’ equity increased by EUR 2,568 million to EUR 14,438 million 4t year-end. The increase was mainly due to net income «f EUR 3,323 million and currency
translation gains of EUR 1,117 million, primarily due te the appreciation of the US dollar agatnst the euro in 2021. This was partly offset by the dividend distributed [EUR 482
miftion], settlements of earlier concluded forward contracts {(EUR 869 millien) and the share repurchases made in the open market (EUR 758 million}.

In 2020, shareholders’ equity decreased by EUR 727 million to EUR 11,870 million at year-end. The increase in the net income of EUR 1,195 million, as well as tha impact of the
accounting for share-hased compensation plans, including the effect of related hedging transactions through share call options (in aggregate EUR 112 million), increased
shareholder's equity. This was largely offset by currency translation losses of EUR 1,037 million, primarily due to the depreciaticn of the US dollar against the euro in 2020, the
purchase of forward contracts for the complation of the share buyback program (EUR 732 millizn), settlements of earlier concluded forward contracts (EUR 126 milllon) and
the share repurchases made in the open market {EUR 120 million).
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Share capital structure

The number of issued common shares of Royal Philips as of December 31, 2022 was 889,315,082, At year-end 2022, the company held 7.8 milllon shares in treasury, Of these
shares, 5.7 million shares were held to cover obligations under fong-term incentive plans and 2.2 millian shares were held for capital reduction purposes. In 20186, Philips
purchased call optiéns en its own shares to hedge optlons granted to employees up to 2013, and as of December 31, 2022, Philips’ outstanding options related to 26 thousand
shares. In 2022 (and earlier years), the company entered into several forward contracts to aceuite its own shares, and as of Decemnber 31, 2622, the outstanding forward
contracts related to 24,531,609 shares, See below for more infermation on the shares that were acquired in the course of 2022, Phifips issued 14,174,568 shares in June 2022
in order to distribute the 2021 dividand. The company cancelled 8.8 million shares in June 2022,

The number of issued commen shares of Royal Philips as of December 31, 2021 was 883,898,969, At year-and 2021, the company held 3.7 million shares in treasury, Of these
shares, 5.7 million shares were held to cover obligations under long-term incentive plans, and 8.0 million shares were held for share capital reduction purposes. In 2016, Philips
purchased call options on its own shares to hedge options granted to employees up fo 2013, and as of December 31, 2021, Philips’ outstanding options relaied to 0.4 millien
shares. In 2021 (and earlier years), the company entered into several forward contracts to acquire its own shares, and as of December 31, 2021, the outstanding forward
contracts related to 25,071,218 shares. See befow for more Information on the shares that were acquired In the course of 2021, Philips issued 6,345,968 shares in Juhe 2021
[tn order to distribute the 2020 dividend). The company cancelled 33.5 millien shares in December 2021,

The number of issued common shares of Royal Philips as of December 34, 2020 was 511,053,001, At year-end 2020, the company held 5.5 millien shares in treasury, All of
these sharas were held In treasury to cover obfigations under long-term incentive plans. In 20186, Philips purchased call options on its own shares to hedge options granted to
employees up to 2013, and as of December 31, 2020, Philips' outstanding options related to 0.9 million shares. In 2020 (and earlier years), the company entered into several
forward contracts to acquire its own shares, and as of December 31, 2020, the outstanding forward contracts related to 27 millich shares, See betow for more infermation on
the shares that were acquired in the course of 2020, Philips issued 48,757 shares Th May 2020 {in crder to pay out the gross Annual Incentive over 2019 to the members of the
Board of Management) and issued 18 million sharas in July 2020 (in order to distribute the 2019 dividend), The company cancefled 3.8 million shares In June 2020,

Shate repurchase methods for long-term Incentive plans and capital reductien purposes

Histarically, Philips uses different methaods to repurchase shares in its own capital: (i) share buyback repurchases in the open market via an intermediary; (il) repurchase of
shares via forward contracts for future delivary of shares; and (ill) the unwinding of call options on own shares. During 2022, Philips used methods (i) to repurchase shares for
eapital reduction purposes and methods (i) and {jii} to repurchase shares for share-based compensation plans.

The open market transactions via an intermediary allow for buybacks during both cpen and closed perieds,

For more information on share repurchase transactions entered Into 2022, 2021, and 2020, please refer to Group Financial Statements Note 18 Equity, Forward share
repurchase plans / contracts

Philips Group
Impact of share acquisitions and cancellations on shata count In thousands of shares as of December 31
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41 All shares wera purchased through publicly announced plans or programs, cther than approximately 392,000 shares repurchased through the unwinding of call options on own shares.

2! First, on January 25, 2020, Philips announced that it weuld repurchase up to § miillion shares to cover certaln of jts obligations arlsing from its long-term Incentlve and eniployes stock purchase plans. Under thls pregram, Phillps
entered inte three forward contracs to acquire 5 milllon shares for an amount of EUR 174 milllan with settfement dates varying batween Qetober 2621 and Noventbar 2072, On Criober 26, 2022, the original settlement dale of
two share tranches entered inte undar this program {in total 1.¥5 million shares) has hean extended from Movember 23, 2022, to November 2023, and 2024, respectively. Second, on May 19, 2021, Phiflps annaunced that it will
repurchase up to 2 million shares to cover ¢ertaln of ks abligations arlsing from Its long-term incentive and employee stock purchase plans. Under this program, Philips entered into one forward contract for an ameunt of EUR 90
millfon to acquire 2 millon shares with settlement dates In October and November 2023, Thicd, en july 26, 2021, Philips announced a share buyback program for share tahcellation pusposes for ah amount of up to EUR 1.5 Billlon.
Consequenthy, in tha third quarter of 2021 Philips entered into three forward contracts for an amount of EUR 731 milllon to scquire 19.6 milllon shares with: settlement dates in 2022, 2023 and 2024. Philips executed the remalnder
of the program through open market purchases by an Intermediary in the fourth quarter of 2021 {acquiring 21 million shares) and January 2022 (acqwiring 0.2 miTlion shares). Fourth, onJune 13, 2022, Royal Philips announsad that
It will repurchase up to 3.2 million shares to cover certain of its obligations arlsing from its long-term Incentlve and emplayee stock purchases plans, Under this program, Phillps entered Inte one forward contract for an ameunt of
ELR 63 milllon to acquire 3,2 million shares with settlement dates in Novaernber 2024 and December 2024. For further details on these publicly announced plans or programs refer to Equity,

* Philips cancelled 82 million shares on June 30, 2022.

1 1n 2022, Philips dig not determine to terminate any publicly announced plans or prograis prior to explration, or determine that it Intends not ta make any further purchases under any publicly announced plans of programs. It is
noted that Phillps entared Inta several forward share repurchasc contracts to caver certain of its obllgations arising from its share-based remuneration, as announced on January 29, 2020. Please refer to Equity for more
information,

* As described sbove, Philips acquired shares via three different methods: (1) share buyback repurchases In the open market via an Intermediary, {ii) repurchase of shares via farward contracts for future delivery of shates, {lil) the
unwindlng of call optiens on owna shares.

Cash obligations

Contractual cash obligations

The following table presents a summary of the Group's fixed contractual cash obligations and commitments as of December 31, 2022. These amounis are an estimate of future
payments, which could change as & result of various factors such as a change in interest rates, foreign exchange, contractual provisions, as well as changesin our business
strategy and needs. Therefore, the actual payments made in future periods may differ from those presented in the following takle:
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A This table excludes o ploy henefit plan c cor and income tax liabilities in respect of tax risks because It is not possible to make a reasonably reliable estimate of the actual perlod of cash settlement,
3 purchase obligations are agreernents to puirchase gootls or services that are enforceable and legally binding for the Group, They specify all significant terms, Including flxed or minimum guantities to be purchased, fixed, minlmum
or varlable price pi pp! timing of the They do not include open purchase orders or other commitments which do not speclfy all significant terms,

Included in debt are rernaining forward contracts of EUR 648 million related to the EUR 1.5 hillion share buyback program announced in Suly 2021 and EUR 211 million relating
to the repurchase of shares to cover Jong-term incentive and employee stock putchase plans. In 2022, Philips entered into a total amount of EUR B3 million of forward
contracts relating to the repurchase of up to 3.2 million shares to cover long-term incentive and employee stock purchase plans. In addition, in 2022 there were maturities of a
total of EUR 83 miffion of forward contracts relatad to the EUR 1.5 billion share buyback program announced in July 2021, as well as maturities of a total of EUR 57 million of
forward contracts to repurchasa shares to cover long-term incentive and employee stock purchase plans, Phillps intends to cancel all of the shares acquired under the share
buyback program, as the program was initiated for capital reduction purposes,

Philips offers voluntary supply chain finance programs with third parties, which provide participating suppliers with the opportunity to factor their trade receivables at the sole
discretlon of both the suppliers and the third parties. Philips continues to recognize these llabilities as trade payabies and settles them accerdingly on the invelca maturity date
based on the terms and conditions of these arrangements, As of Dacember 31, 2022, appreximately EUR 151 million (2021: EUR 132 million) of the Philips accounts payable
were transferred under these arrangements.

Other cash commitments
The company and its subsidiaries sponsor post-employment benafit plans in many countries in accordance with legal requirements, customs and the local situation in the
countries involved. For a discussicn of the plans and expectad cash outflows, please refer te Post-employment benefits.

The company had EUR 140 million restructuring-related provisions by the end of 2022, of which EUR 134 millicn is expected to result in cash outflows In 2022, Refer to
Provisions for details of restructuring provislons,

Philips has contracts with investment funds where it committed itself to make, under certain conditions, capital contributions to these funds of an aggregated remaining
armount of EUR 127 million {2021: EUR 116 miliion). Capital contributlons already made to these investment funds are recorded as non-current financial assets,

Please refer ta Dividend fer information on the proposed dividend distribution.
Please refer to Equity for information on other Long-term incentive and employes stock purchase plans,

Guarantees

Philips’ palicy is to provide guarantees and other letters of support only in writing. Philips dees not provide other forms of suppert. The tetal fair value of guarantees
recognized on the balance sheet amounts to EUR o1t million for both 2021 and 2022, Remaining off-balance-sheet business-related guarantees on behalf of third parties and
associates amount to EUR 2 million as of December 31, 2022 (December 31, 2021: EUR 2 million).

Dividend

Dividend palicy
Philips’ dividend policy is ained at dividend stabllity and a pay-out ratio of 40% to 50% of adjusted income from continuing operations attributable to shareholders™.

Proposed distribution
A proposal will be submitted to the Annual General Meeting of Shareholders, to be held on May 8, 2023, ta declare a distribution of EUR 0,85 per comzmon share, in common
shares, against retained earnings.

I§ the ahove dividend proposal s adopted, the shares will be traded ex-dividend as of May 11, 2623 at the New York Stock Exchange and Euronext Amsterdam. In compliance
with the listing requirernents of the New York Stock Exchange and Euronext Amsterdam, the dividend record date wiil be May 12, 2023,

The number of share dividend rights entitled to ohe new common share will be determined based on the volume-weighted average price of all traded common shares of
Koninklijke Philips NV at Euronext Amsterdam on May 11, 12 and 15, 2023. The company will calculate the number of share dividend rights entitled to one new commen
share {the ratia), such that the gross dividend in shares will be approximately equal to EUR 0.85. The ratio and the number of shares to be issued will be announsed on May 17,
2023, Distribution of the dividend [up to EUR 751 million} and delivery of naw common shares, with settlement of any fractions in cash, will take place from May 18, 2023,

ex-dividend date recared date distribution from
Euronest Amsterdam T May 11, 2023 May 12,2023 May 18,2023
New York Stock Exchange May 11, 2023 Miay 12, 2023 " May 18,2023

Further details will be given in the agenda for the 2023 Annual Geheral Meeting of Shareholders, The proposed distribution and all dates mentioned remain provisional until
then.

Dividend in shares distributed out of retained earnings is subject to 15% dividend withholding tax, but only in respect of the par value of the shares (EUR 0.2 per share).
Sharehalders are advised to consult their tax advisor on the applicable sifuation with respact to taxes on the dividend received.

Tn June 2022, Philips settled a dividend of EUR 0.85 per commen share, representing a total value of EUR 741 millien (in¢luding costs). Shareholders could elect for a cash
dividend or a share dividend. Approximately 45% of the shareholders elacted for a share dividend, resulting in the issuance of 14,174,568 new comman shares, leading io a
1.6% ciiution, Fer more information refer to Shareholders’ equity. The settlement of the cash dividend involved an amount of EUR 411 million {including costs).

Dividends and distributions per common share
The following table sets farth in euros the gross dividends on the common shares in the fiscal years indicated {from prior-year profit distribution) and such amounts as
converted into US dollars and paid to helders of shares of the New York Reglstry:
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Phillps Graup
Gress dividends on the comman shares
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1 cash or shares at the election of sharehokder.
%1 shares only.

1 Nen-JERS financlal meature, For the deflnttion and reconclliation of the most directly comparable IFRS measure, refer ta Recencliation of non-IFRS information.

Qutlook

We rernain cautious in light of the subdued economic outlook for the year, staffing and inflationary pressures facing our customers, geopolitical risks, supply and demand
volatility, and uncartainties around ongoing consent decree negotiations, litigatioh and Department of Justice investigations, Mevertheless, we axpect that, by prioritizing
patient safety and quality, tightenlhg our focus on tnhovation and strengthening cur category leadership areas, while at the same time improving execution and taking a
disciplined approach to capital, we will be able to progressively create value with sustainable impact.

"} Non-IFAS financial measure. For the definitionand recanciliatian of the mast directly comparable IFRS measure, refer to lliation of nen-IFRS

Taxation

Dutch taxation

The statements below are only a general summary of certain material Dutch tax consequences for holders of common shares that are non-residents of the Netherlands based
on Dutch tax laws, presently in force, and the Tax Convention of December 18, 1992, as amended by the protocol that entered into force on Decernber 28, 2004, between the
United States of America and the Kingdom of the Netherfands (the US Tax Treaty) and are not to be read as extending by Implication to matters not specifically referred to
herein. As to individual tax consequences, investors in common shares should consult thelr own professional tax advisor.

With respect to a holder of common shares that is an Individual who receives income or derives capital gains from cammon shares and this income recelved or capital gains
darived are atiributable to past, present or future employment activities of such holder, the income of which is taxable in the Netherlands, the Duteh tax position is not
discussed in this summary.

Dividend withholding tax

In general, 2 distribution to shareholders by a company resident in the Netherlands {such as the company) is subject to a withbolding tax imposed by the Netherlands at a rate
of 15%. Share dividends pald out of the company’s paic-in share premium recognized for Dutch tax purposes are not subject to the abovementioned withholding tax. Share
dividends paid out of the company’s retained earnings are subject to dividend withholding tax on the nominal value of the shares issued.

Relief at source is available to certain qualifying corporate holders of common shares if such common shares are attributable to a business carried out in the Netherlands,
Relief at source is available for dividend distributions to certain qualifying corparate holders of common shares resident in EU/EEA member states, and to certain qualifying
corporate holders of common shares resident in non-EU/EEA states with which the Netherlands has concluded a tax treaty that includes a dividend article, unless such holder
helds the common shares of the company with the primary aim or one of the primary alms to avoid the levy of Dutch dividend withholding tax from another persen and the
shareholding is put in place without valid commercial reasons that reflect economic reality,

Upon request and under certain conditions, certain gualifying non-resident individual 2nd corporate holders of comiman shares resident in EU/EEA member states orina
qualifying non-EU/EEA state may be eligible for a refund of Duteh dividend withholding tax to the extent that the withholding tax levied is higher than the personal and
corporate income tax which would have been due if they were resident in the Netherlands. However, this refund is not applicable when, based on the US Tax Treaty, the Dutch
dividend withholding tax can ke fully credited in the United States by the US holder,

Pursuant ta the provisions of the US Tax Treaty, 2 reduced rate may be applicable in resgect of dividends paid by the company to a beneficial ewner holding directly 10% or
more of the voting power of the company, If such ownar is a company resident in the Unitad States (as defined in the US Tax Treaty) and entitled to the benefits of the US Tax
Treaty.

Pursuant to Dutch anti-dividend stripping legislation, a helder of common sharas wha is the racipiant of dividends will generally not be considered the beneficial owner of the
dividends if (1) as a consequence of a combination of transactions, a person other than the recipient benefits, in full or in part, directly or indirectly, from the dividends; {ii}
whereby such other persen retains, directly or indirectly, an interest similar to that in the common shares on which the dividends were paid; and {iii) that other person is
entitled to a credit, reduction or refund of dividend withholding tax that is less than that of the recipient.

Dividends paid to qualifying exampt US pensior trusts and gualifying exempt US organizations are, under certain conditians, exempt from Dutch withhelding tax under the US
Tax Treaty. Qualifying exempt US pension trusts normally remain subject to withhelding at the rate of 15% and are required to file for a refund of the tax withheld, Gniy if
certain conditions are fulfilled, such pension trusts may be eligible for relief at source upon payment of the dividend. However, for qualifying exempt US organizations no refief
at source upon payment of the dividend is currently available; such exempt US erganizatiens should apply for a refund of the 15% withholding tax withheld. Further, under
certain circumstances, certain exempt organizations (e.g. pension funds} may be eligible for a refund of Dutch withhelding tax upon their request pursuant te Dutch tax law
Under Dutch tax law (not yet entered into fores), provided certain conditiens are met, such {US) organizations may be eligible for relief at source upon request.

The company may, with respect to certain dividends received from gualifying non-Dutch subsidiaries, credit taxes withheld from those dividends against the Dutch withholding
tax imposed on certain qualifying dividends that are redistributed by the company, up to a maximum of the lesser of:

« 3% of the amount of qualifying dividends redistributed by the company; and
« 3% of the gross amount of certain qualifying dividends received by the company.

The reduction is applied to the Dutch dividend withhalding tax that the company must pay to the Dutch tax authorities and not to the Dutch dividend withholding tax that the
Cempany must withhold.

Income and capital gains

Incame and capital gains derived from the commen shares by a non-resident individual or non-resldent corperate shareholder are generally not subject to Dutch income or
corporation tax, unless (i) such income and gains are attributable to a {deemed) permanent establishment or {deemed} permanent representative of the shareholder in the
Netherlands; or (i} the shareholder is entitled to a share in the profits of an enterprise or {in the case of a nan-resident carporate shareholder only) a co-entitlement to the net
worth of an enterprise that is effectively managed in the Netherlands (other than by way of securities) and to which enterprise the common shares are atiributable; or (iii)
such come and capltal galns are derived from a direct, indiract or desmed substantial participation in the share capital of the company {such substantial participation not
being a business asset), and, in the case of a non-resident corporate shareholder only, it is being held with the primary aim or one of the primary aims to avoid the levy of
income tax from another person and is put in place without valid commercial reasons that reflect economic reality; or {iv) in the case of a non-resident corporate shareholder,
such shareholder is a resident of Aruba, Curacao or Saint Martin with a permanent establishment or permanent representative in Banaire, Eustatius or Saba to which the
common shares are attributable and certain conditions are met; or {v) in the case of a non-resident individual, such individual derives income or capital gains from the
common shares that are taxable as benefits from ‘miscellanecus activities' in the Netherlands {resultaat uit overige werkzaarmheden, as defined in the Dutch Income Tax Act
2001), which includes the perfarmance of activities with respact to the common shares that exceed regular portfalio management.



In general, a holder of common shares has a substantial particlpation If he holds either directly of indirectly and either independently er jointly with his partner {as defined in
the Dutch Income Tax Act 2001, the ownership of, or cartain other rights over, at least 5% of the total issued shars capital or total issued particular class of shares of the
company or rights to acquire direct or indirect shares, whether or not already issuad, that represent at any time 5% or more of the total issued capital (or the total issued
particular class of shares) or the ownership of certain profit participating certificates that relate to 5% or more of the anhual profit or to 5% or more of the liquldation
proceeds, A sharehelder will also have a substantial participation In the company If one or more of certain relatives of the sharehelder hold a substantial participation in the
company. A deemed substantial participation amongst others exists If {part of} a substantial participation has been disposed of, or is deemed to have been disposed of, ona
nonrecoghition basis.

Estate and gift taxes
No estate, inheritance or gift taxes are imposed by the Netherlands on the transfer or deemed transfer of common shares by way of gift by or on the death of a sharehelder if,
at the time of the death of the shareholder or the gift of the cominon sharas {as the case may be, such shareholder is hot a {deemed) resident of the Netherlands,

Inheritance or gift taxes (as the case may be) are due, however, if such sharehalder:

+ has Dutch nationality and has been a resident of the Netherlands at any time during the ten years preceding the time of their death or gift; or
+ does not have Dutch nationality but has been a res/dent of the Netherlands at any time during the twelve months preceding the time of the gift {for
Netherlands gift taxes only}.

United States Federal Taxation

This section describes the material United States federal income tax consequences to a US holder (as defined below) of ewning commen shares. [t applies only If the common
shares are held as capital assets for Unlted States federal income tax purposes, This discussion addresses only United States federal income taxation and does not discuss all of
the tax consequences that may be relevant to a U5 holder in light of its individual circumstances, including foreign, state or local tax consequences, estate and gift tax
censequences, and tax conseguences arising uhder the Medlcare contribution tax on net Investment income or the alternative minimum ta. This section does not apply to a
member of a special class of holders subject to special rules, including:

* & dealer in securities,

= atrader in securities that elects to use & mark-to-market method of accounting for securities holdings,

» atax-exempt organization,

+ alife insurance company,

= aperson that actually or constructively owns 10% or mere of the combined voting power of our voting stock or of the total value of our stock,
» apersan that helds commaon shares as part of a straddle or a hedging or conversion transaction,

» g person that purchases or sells commen shares as part of a wash sale for tax purposes, or

+ aperson whose functicnal currency is not the US dollar,

This section is based on the Internal Revenue Code of 1985, as amended, its legislative history, existing and propesed regulations, published rulings and court decisions, all as
currently in effect, as well as on the US Tax Treaty. These authorities are subject to change, possibly on a retrcactive hasis.

If an entity or arrangement that is treated as a partnership for United States federal income tax purposes holds the common shares, the United States federal Income tax
treatment of a partner will generally depend on the status of the partner and the tax treatment of the partnership, A partner in a partnership holding the common shares
should consult its tax advisar with regard to the United States federal income tax treatment of an investrment in the commen shares.

A US holder is defined as a beneficial owner of common shares that is, for United States faderal income tax purposes:

+ acltizen or resident of the United States,

* @ domestic corporation,

* an estate whose income is subject to United States federal income tax regardless of its source, or

» atrustif a United States court can exercise primary supervision over the trust’s administration and one or more United States persons are authorized to
control all substantial decisions of the trust.

A LS hatder should consult its own tex advisor regarding the United States federal, state and local tax consequences of awning end disposing of cormmon shares in jts particular
cfrcumstances.

The tax treatment of commeon shares will depend in part on whether or not we are classifled as a passive foreign investment company, or PFIC, for United States federal
income tax purposes. Except as diseussed below under “—PFIC Rules”, this discussion assumes that we are not classified as a PFIC far United States federal income tax
aurposes.

Taxation of Distributicns

Under the United States federal incomne tax laws, the gross amount of any distribution paid In steck or cash out of our eurrent or accumulated earnings and profits (as
determined for United States federal income tax purpases), other than certain pro-rata distributions of our common shares, will be treated as a dividend that is subject to
United States federal income taxation. For a nen-corporate US halder, dividends paid that constitute qualified dividend income will be taxable at the preferential rates
applicable te long-term capital gaing, provided that the hon-corporate US hotder holds the-comimon shares for more than 60 days during the 121-day pericd beginning 60 days
before the ax-dividend date and provided it meets ather holding period requirements, Dividends paid with respect to tha commen shares generally will be qualified dividend
income provided that, in the year in which the dividend is received, the comman shares are readily tradakle on an established securities market in the United States. Our
common shares are listed on the New York Stock Exchange and we therefore expect that dividends will be qualified dividend income. A US holder must include any Dutch tax
withheld from the dividend payment in this gross ameunt even though it does not in fact receive it. The dividend is taxable ta a US holder when it receives the dividend,
actually or constructively. The dividend will nat be aligible for the dividends-received deductian generally allowed to United States corporations in respect of dividends
received from other United States corporations. For dividend payments made in euro, the amount of the dividend distribution that a US holder must include in its income will
be the US dollar value of the suro payments made, determined at the spot euro/US dollar rate on the date the dividend is distributed, regardless of whether the paymentis in
fact converted into US dollars. Generally, any gain or loss resulting from currency exchange fluctuations during the peried from the date the dividend is distributed to the date
a US holder converts the payment inta US dollars will be treated as erdinary income or loss and will net be eligible for the spedial tax rate applicable to qualified dividend
income. The gain or loss generally will be income or less from sources within the United States for foreign tax credit limitation purposes. Distributions in excess of current and
accumulated earnings and profits, as determined for United States federal income tax purposes, will be treated as a hon-taxable return of capital to the extent of = US holder's
basis in the common shares and thereafter as capital gain. However, we do not expect to calculate earnings and profits in accordance with United States federal income tax
principles. Accordingly, US holders should expect ta generally treat distributions we make as dividends.

Subject to certain limitations (including, but not limited to, these described in this paragraph), the Dutch tax withheld in accordance with the US Tax Treaty and patd over to the
Netherlands will be creditable or deductible against a US holder’s United States federal income tax liability. However, under recently finalized Treasury regulations, it is possible
that the Dutch withhokling tax may not be craditable unlass a US holder is eligible for and elect to apply the benefits of the US Tax Treaty. Even in such case, the Dutch
withholding tax may not be creditable or deductible ta the axtent that we reduce (as described above under “Dutch taxation - Dividend withholding tax”) the amount of
withholding tax paid over to the Netherlands by crediting taxes withheld from ceriain dividends received by us. In addition, special rules apply In determining the fareign tax
cradit limitation with respect to dividends that are subject to the prefarential tax rates. Ta the extent reduction aor refund of the tax withheld is avaifable under Dutch faw, or
under the US Tax Treaty, the amount of tax withheld that could have been reduced or that is refundable will not he eligible for credit against United States federal incorne tax
ltability. Dividends will generally be income from sources outside the United States, and will gererzlly be “passive” income for purposes of computing the foreign tax credit
allowable te the holder. In addition, to the extent an amount of Dutch tax withheld is contingent on the availabillty of a credit against the amount of income tax owed to
anather country, that amount of Dutch tax withheld will not be aligible for a credit against the US holdar’s United States federal income tax liability,



Taxation of Capital Gains

AUS holder that sells or otherwise dispases of its comman shares will recognize capital gain or loss for United States federal income tax purposes equal to the difference
between the US dollar value of the amount that it realizes and its tax basis, determined in US doftars, in its common shares. Capital gain of a non-corporate US halder |s
generally taxed at preferential rates where the property is held more than one year, The galn or loss will generally be income or loss from sources within the United States for
foreign tax credit limitation purposes.

Passive Foreign Investment Company Rules

We believe that the common shares should currently not be treated as stock of a PFIC for United States federal income tax purposes, and we do not expect to become a PFIC in
the foreseeable future. However, this conclusion is a factual determination that is made annually and thus may be subject to change. It is therefore possible that we could
become a PAIC N a future taxable year, If we are treated as a PFIC, gain realized on the sale or other disposition of the cemmon shares would in general not be treated as
capital gain. Instead, unless a US haolder elects 1o be taxed annually on a mark-to-market basis with respect to the common shares, a US holder would generally be treated as if
It had realized such gain and certain “excess distributions” ratably over the holding perfod for the common shares and would be taxed at the highest tax rate in effect for each
such year to which the gain was allocated, in addition to which an interest charge in respect of the tax attributable to each such year would apply. Any dividends received by a
US holder will not be eligible for the special tax rates applicable to qualified dividend income if we are treated as a PFIC with respect to such US holder either in the taxable
year of the distribution or the preceding taxable year, but instead will be taxable at rates applicable te ordinary income and subject to the excess distribution regime described
above.
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Environmental, Social and Governance

Envirenmental, Sacial & Governance {ESG) are three key dimenslons within which a company’s 2pproach to doing business responsibly and sustainably, and its overall societal
impact, are defined. They give expression to an Increasingly widely held view — that companies that hold themselves accountabla to thelr stakehelders and increase
transparency wlll be more viable, and valuable, in the long term.

Philips is & purpose-driven company aiming to improve the health and well-being of 2.5 billion peopie annually by 2030. We believe that private-sector companies like ours
have a vital role to play in collaborating with other partners across our supply chain, and with private and public organizations in society, to address the major challenges the
world is facing.

Taking a multi-stakeholder approach, we draw Inspiration from the socletal impact we can have through our products and solutions, and through how we operate in the world.
Our company is very conscious of our responsibility and our contribution to society and the environment. We are alse witnessing growing interest in ESG on the part of our
customers, whao are Increasingly turning te technology companies for support in addressing their sustainability objectives and are including ESG-related considerations in their
procurement paolicies and criteria.

We aim to be a front-runner in the area of ESG and have been recognlzed as leading the way In, for example, sustainability, corporate governance practices and tax
transparency.

our reporting is aligned with the comprehensive and integrated Environmental, Soclal & Governance {(ESG) commitments we have adopted for the period 2020-2025,

We have excluded the data from Domestic Appliances frem the ESG informatlon wherever possible, In a limlted number of cases, for example for read logistics emissions, we
have used proxies. If Domestic Appliances information was not available for past years, and could therefore not he excluded, we have indicated this in the respective section,
Tha Employee Engagement Index (EE1) and General Business Principles {GBP) results have not bean restated,

ESG reporting framework

Building on our extensive experience of environmental and soclal ilnpact measurement and of providing transparency oh governance, Philips has taken an actlve rale —in
collahoration with, in particular, the Internatienal Financial Reporting Standards (IFRS) Foundation, the World Economic Forum (WEF) and the European Union — to help drive
the evolutlon towards a standard ESG reporting framework.

I 2007, Philips signed up to the United Nations Globzal Compact, te advance ten universal principles In the areas of human rights, faber, the environment and anth-cortuption.
In 2017, at the WEF Annual Meeting in Davos, we signed the Compact for Responsive and Responsible Leadership — an initiative {initiated by WEF and Philips} to promote and
align the fong-term sustainability of corperations and the long-term goals of society, with an inclusive approach for all stakeholders. The WEF secured a commitment from over
140 CEOs to align their corporate values and strategtes with the Unlted Nations’ Sustalnable Development Goals (SDGs).

In 2020, the WEF’s Internaticnal Business Council ({BC) published its core set of Stakeholder Capitafism Metrics and disclosures. These can be used by companies to align thelr
mainstream reporting on performance against environmental, social and governance (ESG) indicators and track their contributions towards the SDGs on a consistent basis.
Thus far, 135 companies reported In line with this framework, Based where possikle on existing standards, the full set s comprised as follows:

+ Care metrics: A set of 21 more-established or critically important metrics and disclosures that focus primarily on activities within an organization’s own
koundaries.

+ Expanded metrics: A set of 34 metrics and disclesures that tend to be less well-established in existing practice and have a wider value chain scope or convey
impact in a more sophisticated or tangible way, e.g. in monetary terms.

The recemmended metrics are erganized under four pillars that are alighed with the SDGs and principal ESG domains: Principlas of Governance, Planat, People and Prosperity.
There is no intention to replace industry- or company-sgecific metrics {like our Lives improved metric). Cempanies are encouraged te report against as many of the core and
expanded metrics as they find material and appropriate, on the basis of ‘disclose or explain’.

In saction 5.6 of this Annual Report, we show how Philips parformed in 2022 on the above-mentioned 21 Care metries, mapped to the three dimensions of our ESG
commitments, as well as a number of additional Philips-specific metrics that we consider fundamantal to the strategy and operation of our business.

Philips is also contributing to the IFRS Foundation’s endeavors to drive standardization of non-financial reporting as well as the development of sustainability standards by the
European Unian by EFRAG.

ELF taxonomy framework

The aim of the European Taxanomy Regulation (EU 2020/852), including the delegated acts adopted thereunder, is to pravide companies, investars and palicyrakers with
appropriate criteria for determining which economic activities can ke considered environmentally sustainable, and it requires companies to report oh how and to what extent
their activitias are associated with such ‘taxonomy-eligible aciivities’, The Taxonomy Regulation is relatively new and there are after the first year of reporting (2021) still
significant uncertainties around its phased implementation, It is expected, hewever, that the EU Taxonomy will develep inte a comprehensive and detailed framework over the
coming years.

The Taxonomy Regulation provides certain conditions for taxonomy alignment. Among others, the relevant activity must substantially contribute to one or more of the
following six environmental objectives {while not significantly harming any of the others):

1. Climate change mitigation

2. Climate change adaptation

3. The sustainable use and protection of water and marine resources
4, The transition to a circular economy

5. Pollution prevention and control

6. The protection and restoration of biodiversity and ecosystems

The defegated acts adepted under the Taxonomy Regulation will provide technical screening criteria which must also be met to constitute taxonomy alignment. On the date of
this Annuzl Report 2022, only ohe relevant defegated act has been adopted, conserning activities significantly contributing to climate change mitigation and adaptation.

The taxonomy framework provisions effective on the date of this Annuzl Report 2022 require Philips to disclose the preportion of its taxehomy-eligible activities (described in
any delegated act adopted to date) and nen-eligible economic activitias in its total turnover, capital and operational expenditure, as well as certain qualitative inforimation. We
used the delegated act ((EU) 2021/2139) to identify activities that are eligible. However, none of our revenue-generating activities were included as this delegated act only
applies to sectors with very high CO, emissions. As a result, Philips” core activities are not within the scope of this delegated act and consequently none of Philips' revenues
were eligible under this delegated act during 2022 {0%). All revenues were heh-eligible {100%). We used delegated act {EU) 2021/2178 for the deflnltion and caleulatian of the
taxonomy-gligihle percentages. Revenue is calculated based on ‘Sales’ as per Consolidated statements of income. Philips expects to be eligible and report its taxonomy-eligible
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revenues under additional environmental objectives as further delegated acts with applicable technicat screening criterla are adopted,

Philips Group
Propestion of tuknover from products or services assocliated with Taxonomy aligned ecano mic activitlies 2022 in mi
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Some ather {enabling} Philips activities are included in the delegated act {{FU) 2021,/213%) and are eligible for capital expenditures for the objective of climate change
mitigation and climate change adaptation. We therefore screened {EU) 2021/2139, assessed our capital expenditure and identified relevant activities mainly related to our real
estate portfolio. For these activities, capital expenditures are determined based on the 2022 additicns to properiy, plant and equipment, intangible assets, and additions to
right-of-Use assets, excluding any re-assessimants (refer to Proparty, plant and equipment and Intangible assets excluding goodwill),

Reportable taxanomy-eligible capital expenditures in 2022 amounted to EUR & million, or 1% of total capital expenditure (non-eligible capital expenditures 99%), and mainly
related to energy efficiency improvement measures in our buildings (installation, maintenance and repalr of energy efficiency equipment), such as energy efficient heating,
ventilation, and air conditioning {HVAC} in various locations arcund the world, Next, we invested in onsite renewable electricity generation (installation, maintenance and
repair of renewable energy technologies) by installing PV panels in one of our factories in Asia.

We assessed compliance with the criteria sef out in Articls 3 of Regulation {(EU) 2020/852 and the associated technical screening criteria on a project basis.
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Sitilar to capital expenditures, we screened {EU) 2021/2139, assessed for relevant operational expenditures activities and have not identified any eligible operational
expanditure, Total operational expenditures are determined based on the 2022 non-capitalized costs that relate to research and development, building renovation, short-term
lease, maintenance and repair, and any other direct expenditures relating to day-to day servicing of property, plant and equiprment.

In 2022, we did not record reportable taxonemy-eligible operationsl expenditures (0%), as, for example, the sourcing of renewable energy was not included in the Taxonomy.
Nen-eligible operational expenditures were 100%.

Philips Group
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We followed the same accounting principles as in our financial statements,

We will centinue to monitor legislative developments and adapt our disclosures where needed.

Phllips’ ESG commitments

In September 2020, Philips reinforced its commitments ss a purpose-driven company with the announcement of an enhanced and fully integrated approach to doing business
respansibly and sustainably. Philips’ framework comprises a comprehenslve sat of key commitments across all the Environmental, Social and Governance (E5G) dimensions
that guide execution of the company’s strategy, [t includes ambitious targets and detailad plans of action.

As a leading health technology company today, our purpese is to improve people’s health and well-being through meaningful innovation, positively impacting 2 billion lives per
year by 2025. We aim to grow Philips responsibly and sustainably, and we therefore continuously set ourselves chalienging environmental and social targets, and highest
standards of governance. Acting responsibly towards the planet and society is part of our DNA. We belleve that thisis the best way for us to create superior, long-term value
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for Philips® multiple stakeholders.
Our key ESG commitments

Environmental
We act responsibly towards our planetin line with UN $BGs 12 and 13,

We will use 75% renewable energy in our aperations by 2025,

While maintaining carbon neutrality in our operations, we will reduce O, emissions in oui entire value chaln in line with a 1.5 °C global warming scenario (based
on Science Based Targets). We will actively partner with our suppliers and our customers to achlave thls.

We will generate 25% of our ravenue from circular products and solutions, and offer a trade-in on all professional medical equipment so that we can take care of
responsible repurposing by 2025,

We will embed circular practices at our sites and put zero waste to landfill by 2025,
All new product introductions will fulfill our EcoDesign requirements by 2025, with ‘EcoHeroes’ accounting for 25% of revenues.

We work with our suppliers to reduce the environmentat footprint of our supply chain in line with a 1.5 °C global warming scenario {based on Seience Based
Targets},

We engage with our stakeholders and other companies to drive sustainabllity efforts addressing the United Nations Sustainable Development Goals,

Sacial
Our purpose is to Improve people’s health and wellbaing threugh meaningful innavation, in line with UN SDG 3. We act responsibly towards society and partner with our
stakeholders

We aim to improve the health and well-being of 2 billion people per year by 2025, including 300 million peeple in underserved communities.

Itis our strategy to lead with innovative solutions along the health continuum — helping our customers deliver on the Quadruple Aim (better health outcomes, a
hetter experience for patients and staff, lower cost of care) and helping people take better care of their health.

We aim to be the best place to work for our employees, providing opportunities for learing and development, embracing diversity and inclusion, and assuring a
safe and healthy work environment. We pay at least 2 living wage and gim for employee engagement above the high-performance norm.

Through our supplier development program we will improve the [ives of 1,000,000 workers in our supply chain by 2025,

We actlvely engage with and support the communities in which we operate, e.g. through volunteering, internships, STEM (Science, Technalogy, Engineering,
Mathematics) initiatives.

We contribute to the Phifips Foundation, an independent foundation {stichting) organized under Dutch law, which aims to provide access to quality healthcare
for disadvantaged communities.

We consider our tax payments as a contribution to the communities in which we operate, as part of our social value creation,

Governance
We aim to deliver superior long-term value for our customers and shareholders, and we live up to the highest standards of ethics and governance in our culture and
practices

Cur management structure and governance combines responsible leadership and Tndependent supervision.

The Philips Business System is our integrated operating model. It defines how we work together to delight our customers and achieve our company goals,
leveraging our glohal scale and capablities.

We are committed to delivering the highest-quality products, services and sclutions compliant with all applicable laws and standards.

Our remuneratton policy is designed to encourage employees ta deliver on our purpose and strategy and create stakeholder value, and to motivate and retain
them. Our executive long-term incentive plan includes environmental and social commitments,

We ensure ethical behavior through our General Business Principles, with a strong coampliance and reperting framnework,

Our risk management is designed to provide reasonable assurance that strategic and operational objectives are met, legal requirements complied with, and the
integrity of the company’s reporiing and refated disclosuras safeguarded.

We are transpareni about our plans, activities, results and contributions to society (e.g. Country activity and Tax report), and engage with shareholders,
customers, business partners, governments and regulators through a variety of platforms.

Environmental performance

In September 2020, we launched owr ESG commitments, with ambitious targets to be achiaved by the end of 2025, Besides our social impact, focusing on SDG 3, described in
the Sagial parfarmance saction, we have an envirenmental impact through our global operations {including our supply chain), hut even more so through our products and
solutions. This is where we contribute to SDG 12 {Ensure ststainable consumption and praduction patterns) and SDG 13 {Yake urgent action to combat climate change and its
impuocts).

Environmental impact

Philins has been perfarming Life-Cycle Assessments {LCAs) since 1990, LCAs provide insight into the lifetime envirenmental imgact of our products, They are used to steer our
EcoDesign efforts by reducing the environmental impact during the [ifetime of our products and to grow our Green/EcoDesigned/EcoRero and Circular Solutions portfolio. As a
next step, for the sixth year, we have measured our environmental impact on society at large via a so-called Environmental Profit & Loss {EP&L} account, which includes the
hidden environmantal costs associated with our activities and products. It provides insights inte the main envirenmental hotspots and innovation areas to raduce the
environmental impact of our products and solutions.

The EP&L account is based an LCA methodelogy, in which the environmental impacts are expressed in monetary terms using conversion factors develeped by CE Delft. These
conversion factors are subject to further refinement and are expected to change over time. We used expert opinions and estimates for some parts of the calculations. The
figures reported are Philips’ best possible estimates, As we gain new insights and retrieve more and better data, wa will enhance the methodology, use-cases and accuracy of
results in the future. For more informatton and details we refer to our methedology document.
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The definitien of the use-case scenaries has a significant impact on the rasult, espacially for consumer products, which have large sales velumes, long lifetimes and frequently
high energy consurmption.

The eurrent EP&L account only includes the hidden environmental costs, It doas not vat include the benafits to society that Philips generatas by improving people’s health and
well-being threugh our products and solutions, We have a well-established methadology to calculate the number of lives we pasitively fouch with our products and solutions,
We aim ta look into valuing these sodietal benefits in monetary terms in the future.

The Philips products subject to the Respironics recalf were evaluated as part of the 2022 EP&L calculation. In accordance with the EP&L methodology, products replaced during
the recall by new products with lifetime guarantees were included In the 2022 EP&L calculation for all life cycle stages, Refurbished producis and repair kits were not included.

Results 2022

in 2022, Philips' environmental impact amounted to EUR 1.63 billion, compared to EUR 2.16 billien in 2021, This reduction was mainly driven by updated energy use cases for
hair dryers {causing a reduction of around EUJR 450 million} and a changed product mix {causing a EUR 250 million reduction}, but was mitigated by the update to the Fcolnvent
3.8 database {our Life Cycle Inventory database containing environmental impacts of products and services, causing around EUR 75 million increase) and further granulation of
the data, including the application of country emission factors {causing around EUR 100 million increase}, The mast significant environmental impact, 63% of the total, is
refated to the usage of our products, which is due to electricity consumption. Human texicity, particulate matter formation, and climate change are other important impacts.
The environmental costs include the environmental Impact of the full lifetime of the products that we put on the market in 2022, e.g. 10 yeats & the case of a MRl or 5 years of
usage in the case of a Sonicare teothbrush, Products tdentified as rentals are the only sxception, with an energy consumption of one year, As we expand our Ecolesigh
activities, with & target to have all our products EcoDesigned by 2025, we expect an environmental Impact in the years to come.

Of the total 2022 impact, just EUR 128 milllen (7%) ts directly caused by Phitips’ own operations, malnly driven by outbeund logistics, followed by business travel, Compared to
EUR 106 mlllion in 2021, this Is a 21% Increase, mainly due to more granular data oh our operations and updating the emission factors frem Ecolnvent 3.4 to Ecalhvent 3.8,
mitigating the downward trend in logistics emissions as presented in Sustzinable Operatians.
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Our materials and components supply chain currently has an environmental impact of some EUR 421 million, which is 26% of our total environmental imgact. The main
contributors are the electronic components (including printed circuit boards}, cables and metals used in our products, Through our Circular Economy and Supplier
Sustainahility programs we will continue to focus on reducing the environmental impact cavsed by the materials we source and apply in our products. We will also include the
impact on biediversity and ecosystem services in the Future.

In order to deliver on our carbion neutrality commitment, we have set ambitious reduction targets. In 2018, we were the first health technology company to have its 2020-2040
targets (including the use-phase of our products) approved by the Science Based Targets Initiative — a collaboration between CDP {fermerly Carbon Disclosure Praject], the
United Nations Global Compact {UNGC), the World Rescurces Institute {WRI} and the World Wids Fund for Nature [WWF) aimed at driving ambitious corporate climate action.
Approval cenfirms that Philips’ long-term targets are in line with the level of decarbanization required to keep the global temperature increase below 2 °C. As a next step in our
journey te reduce our environmental impact, and part of cur ESG commitments launched in September 2020, we have committed to reduce our full value chain emissions in
line with a 1.5 *C global warming scenario.

For more information on our efforts to reduce emissicns in the sugply chain, please refer to Supplier indicators,

For more information on our efforts to reduce emissions in the customer use-phase, please refer to GreenfEcoDesighed Innovation and GreenfEcoDesigned Revenues.

Green/EcoDesigned Innovation

Research from the Potsdam Institute for Climate Impact research shows that over 4% of global CO, emissions are caused by the Healthcare sector. We see a growing demand
from our customers, including hospitals, te reduce their environmental impact and decarbonize healthcare. Our Green/FeoDesigned Innovation — the Research & Development
spend related to the development of new generations of Green/EcoDesigned products and sclutions and Green technologies, addressing SDG 12 {Ensure sustainaple
wansumption and production patternsy - is focused on addressing that impact.

Sustainable Innovation is the Research & Development spend related to the development of new generations of products and salutions that address the United Nations”
Sustathable Development Goals 3 {Ensure healthy fives and promote well-being for all at all ages) or 12,

In 2022, Philips invested EUR 168 million in Green/EcoDesigned Innovation, a reduction comparad to 2021 due to the completion of a number of sizeable innovation projects
in the course of 2022, We expect this spend to increase again in the years to come. In 2022, over EUR 1.8 hillion was invested in Sustainable Innovation.

As the current EU Taxonomy delegated act only applies to sectors with highest CO, emissions, Phifips’ activities are not within the scope of this delegated act and conseguently
none of Philips' RRD investments were eligible under this taxonomy during 2022,
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Ciagnosis & Treatment businesses
Philips devefops innovative diagnosis and treatment solutions that support precision diagnosis and effective, minimally invasive interventions and therapy, while respecting the
limits of natural resources. Investments in Green Innovation in 2022 amounted to TUR 83 million, comparable to EUR 96 millien in 2021.

All Philips EcoDesign/Green Focal Areas are taken Into account &5 we aim te reduce environmental impact over the total lifecycle. Energy efficiency is an area of focus,
espacially for our large imaging systems such as MRI, Through circular-ready design, Philips alse pays particular attention to enabling the upgrading and reuse pathways, so our
customers can benefit from enhancements in workflow, dose managerment and imaging quality and availability of re-used service parts with the equipment they already own,
In addition, we are reducing the amount of hazardous substance and improving our packaging. We continued to actively partner with multiple leading care providers to
investigate innovative ways to reduce the environmental impact of healthcare, for example by maximizing energy-efficient use of medical equipment (hy for example
intraduclng EcoMeodes) and optimizing lifecycle value. Philips alms to close the loop on all medical equipment that becomes available to us by the end of 2025, To achiave this
target, we actively drive trade-ins in markets where de-install, trade-in and reverse logistics capabilities are in place, and build these capabilities in countries that do not yet
have them.

Connected Care businesses

Philips’ connected health IT solutions integrate, collect, combine and deliver quality data for actionable insights to help Improve access to quality care, while respecting the
limits of natural resources. It is our belief that wall-designed e-haalth solutions can reduce the travel-related carbon footprint of healthears, increase efficlency in hospitals,
and improve access to care and outcomes. This has also become apparent during the COVID-19 crisis, Green/Ecabeslgned |nnovation investments in 2022 amounted to EUR 31
million, in line with EUR 32 millich In 2021, Green Inncvation projects in 2022 will deliver the caming years, among ather things, new EcoDesigned patient monitors with lower
envirenmental footprints, reflecting all the Philips EcoDesign/Green Focal Areas. Energy efficiency, material recluction, less hazardous substances and closing the loop activities
are the main areas of focus.

Personal Health businesses

R&D imvestments at aur Personal Health businesses amounted to EUR 40 million in 2022, compared with EUR &5 miilion in 2021, as some larger innovation projects were
finalized in the course of 2022, The Personal Health businesses continued their werk on improving the energy efficiency of their products, closing the materials loop (e.g. by
using recycled materials in products and packaging), and the voluntary phase-out of polyviny! chloride (PVC), brominated flame retardants {BFR], Bisphenol| A {BPA) and
phthalates from, among cthers, food contact and childcare products. More specifically, as part of our Fit for Future Packaging program, we launched the first plastic free,
mallbox-ready, packaging solution in our Grooming and Beauty portfclic for an online One Blade shaver, and plastic free packaging in the Female Depilation and Hairsiyling
pertfallo, Philips alse launched a foldable, more energy-efficlent hairdryer containing recycled plastic,

Other
The segment Other invested EUR 4 million in Green/EcoDesigned Innovation, spread over projects focused on global challenges relating to water, air, energy, food, circular
economy, and access to affordable healthcare.

Circular econemy

For a sustainable world, the transition from a linear ta & circular economy is essential. A circular economy aims to decouple econemic growth from the use of natural resources
and ecosystems by using these resources more effectively. It s a driver of innovation in the areas of material, compenent and product re-use, as weil as new business models
such as system solutions and services, At Fhilips, we hava set ambitious targets to guide this journey. In 2020, as we announced our ESG commitments, we aimed, among
other things, to generate 25% of our revenues from circuiar products and services, to extend our ‘closing the loop” practices across all our medical products, and to further
etnbed circular praciices at our sites and send zero waste to landfill in our own operatlons,

Green/EcoDesigned Revenues

Green/EcoDesigned Revenues are generated through products and solutions that offer a significant environmental improvement in one or more Green Focal Areas — Energy
efficiency, Packaging, Hazardous substances, Weight, Circularity, and Lifetime reliakility — and thereby deliver a contribution to S0G 12 (Ensure sustainable consumption and
production patterns), Green/EcoDesigned Revenues amounted to EUR 12.8 billion in 2022, or 71.7% of sales (70.5% in 2021). This increase is mainly attributable to higher
Green/EcoDesigned revenues in the Precision Diagnosis and Personal Health businesses.

As the current EU Taxonomy delegated act only applies to sectors with highest CO, emissions, Philips” activities are not within the scope of this delegated act and consequently
none of Philips' revenues were eligible under this taxonomy during 2022,
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Philips Group
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Through our EcoDeslgn process we aim to create products and solutions that have significantly less impact on the environment over their whole lifecycle. Gverall, the most
significant improvements have been in enargy efficlency and lowar weight (thus less resources), although increased attention was also given to hazardous substances,
packaging and recyclahility in all segments in 2021, the latter driven by our Circular Economy initiatives.

Diagnosis & Treatment businesses
In 2022, a number of main platforms were launched in our Diagnosis & Treatment businasses, CT7500 and various redesigns of current platforims have been launched offering
further environmental improvements, Specific attention was pald to preparing for future EcoDeslgned preduct launches.

Connected Care businesses
After several launches of new Green/EcoDesigned products in 2020, no major new launches took place in 2021 and 2022 except for the Y20 menitor which has good
parfermance on all EcoDeskgn focal areas. New EcoDesighed Products are expected in 2023 with improvements on all EcoDesign focal areas.

Personal Health businesses

In our Personal Health businesses, the focus is on Green/EcoDeslgned Products and Solutions that meet or exceed our minimum reguirements in the areas of energy
consumption, packaging, substances of concern, and application of recycled plastics, Green/EcoDesigned Revenues in 2022 amounted to 90% of total sales, compared to 85%
i 2021. We continue to make progress in developing PVC/BFR-free products. Mora than 90% of our consumer product sales consist of PYC/BFR-free products, with the
exception of power cords, for which there are not yet economically viahle alternatives available. In our Oral Healthcare portfolio we introduced the first brush heads containing
75% bio-based materials,

Sustainable Operations
Philips' Sustainable Operations programs focus on the mafn contributors to climate change, recycling of waste, reduction of water consumption, and reduction of emissions.

Carbon footprint and energy efficiency

At Philips, we see dimate change as a serious threat. Therefore, we are taking action to rethink our business models and decouple economic growth from the impact we have
on the envirenment. We believe large corporates should lead the transition to a low-carben ecenomy. This will not only benefit the environment, but will alse positively impact
social and econemic aspests,

During the COP 21 United Nations Climate Conference in Paris in 2815, we committed to become carbon-neutral in our operations, pursue all efforts to reduce our operational
armissions, source all our electricity from 100% renewable sources, and offset all unaveidable emissicns by year-end 2020. Since 2020, Philips has been carbon-neutral in its
operations, We delivered on this commitment as a result of a comprehensive program that included energy-efficiency improvements, on-site renewables, Power Purchase
Agreements, as well as business travel reduction and transport mode shifts ta low-carbon emitting alternatives, and finally a carbon offset program.

Qur effarts are acknowledged by the CDP (formerly known as the Carbon Disclosure Project), a global NGO that assesses the greenhouse gas [GHG) emission performance and
management of reporting companies. [n 2022, we wera ranked on the CDF Climate Change 'A' List for our continued climate performance and transparency for the 10th
cohsecutive year,

Having achieved our 2020 carban neutrality target, we have raised the bar and set ambitious emission reduction targets to ensure we help limit the impact of global warming,
not ehly in our operations, but throughout our value chain — collaborating with stppliers and customers to amplify our impact. That is why Philips has set new long-term
emission reducticn targets, which have been assessed and approved by the Science Based Targets initiative (SBTi} — locking down our commitment to drive elimate action
across the value chain, from suppliers to customers, and ansuring that we centribute to the decarbonization required to keep the global temperatuie increase below 1.5 °C. At
COP 26, we announced our plan to step up our acclaimed supplier sustainability program with the goal of having at |east 50% of our suppliars {hased on spend) committing to
science-based targets {SBTs) for COz-e emissions reduction by 2025,

We stepped up eur commitment o reduce our scope 3 carbon emissions in [Ine with the 1.5 *C global warming scenarie (Paris agresment), This commitrment has heen
reviewed and appraved by the Science Based Targets initiative [SBTH) in 2022, after we sold the Domastic Appliances business in 2021. The latter had a materiaj downward

impact on our scope 3 ernissions, requiring a new assessment by the SBTI.

In 2022, aur net operational carbon footprint resulted in zero kilotonnes carbon dioxide-equivalent {CO,-2], mainly driven by continued use of 160% electricity from renewable
sources and a cuntinuing reduction in air freight. A total of 438 kilotonnes carben dioxide-equivalent (CO,-e) were compensated via carbon offsets.

Philips reporis all its emissicns in line with the Greenhouse Gas Protocol {GHGP).
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Scope 1

In our sites, we reduced eur scope 1 (direct} C0,-¢ emissions by 16% compared to 2021, Scope & emissions cover the emissions from our direct fuel consurmption and the use
of refrigerants that have a global warming potantial. The retuction in scope 1 emissions (s malnly driven by aur continued energy efficiency measures, our program to phase

out fossil fuels, working from home, and mild wintars, As the consumption of natural gas is still the main source of pur scope 1 emissions, we will continue to drive down our
overall consumption and find alternative renewable sources to heat our buildings.

Scope 2

In 2022, our indirect scope 2 {market-based method) CO,-e emisstons declined by 33% compared to 2021. Scope 2 {market-based) emissions cover the emissions of non-
renewable electricity and purchased [city/district) heating and cooling. As we have already been sourcing 100% renewable electriclty since 2020, the remaining emissicns are
assoclated with purchasing {city/district) heating and cooling, which we leverage as 8 low-carbon alternative to natural gas to heat our buildings, Moeving forward, we will
continue to increase the renewable energy share of our (city/district} heating and cooling that we purchase.

To secure long-term delivery and quality of our renewable electricity, we have multiple Power Purchase Agreements (PPAs} In place. For instance, the Los Mirasoles wind farm
in the US and the Krammer and Bouwdokken wind farms in the Dutch province of Zeeland, Wa closed the latter agreements with our renewable electricity purchasing
consartium with Nouryon, DSM and Gaogle, powering all our operations in the Netherlands. Combined with the Los Mirasoles wind farm, this covers 49% of our total
electsicity demand. In December 2020, Philips anncunced its next Power Purchase Agreement that will become operatichal during the summer of 2023, again in a purchasing
consortium with Heineken, Nouryon and Signify, to power mast of the remaining European sites with renewable electricity for the long term.

In 2022, our indirect scope 2 (location-based method) C0,-e emissions declined by 6% compared to 2021, Scope 2 {location-based method) emissiohs cover the emissions of
electricity (excluding the renewable share) and purchased (city/district) heating and cooling. Emissions are calculated using average grid emission factors, ignoring the
renewable alectricity share of the reporting entity. This method indicates the efforts to reduce energy,

Our aperational energy efficiency improved by 9%, from 0.031 GWh/millions EUR sales in 2021 to 0.028 GWh/millions EUR salesin 2022.

Our continued efforts to reduce our energy consumption, eliminate refrigerants with a high global warming potential (GWP), and increase our renewable energy share led to a
16% reduction in {scope 1 and scope 2 market-basad) emissions in 2022 compared to 2021, Overall, we are making good progress, increasing our renewable energy share to
77% in 2022, from 74% in 2021. We are already overachieving our 2025 ambition to seurce 75% of our energy from renewable sources and defivering on our 2025 scope 1 and
scope 2 (market-based methed) ambition. Even though we have already achieved our 2025 SBTi targets, we will continue to accelerate our efforts to phase out fessil fuels
{mainly natural gas) consumption from eur oparations by driving down overall consumption and finding alternative renewable sources, making sure we remain well on track to
deliver an our long-term {2040) science-based targets.

Scope §
In our operatienal carbon footprint, we include two scope 3 (indirect) emission categories —~ not included in scope 2 — that occur in the value chain, namely business travel and
transpartation & distribution. Together with our scope 1 and scope 2 {market-based method) emissions, these comprise our operational carkon footprint.

Our business travel emissions, covering emissions from air travel, [ease cars and rental cars, increased by 2% compared to 2021, This is mainly due ta the fact that more of our
employees are traveling to meet customers and are using their lease cars again post-COVID-15. The remaining effects of COVID-19 also continued to keep these emissions low
compared to pre-COVID-19 levels. Moving forward, we cantinue to electrify our laass fleet and to promote online collaboration post-COVID-19 to limit air travel, as well as
increasing our efforts to move travelers to rail transport for shorter distancas,

In 2022, we recorded a 22% decrease in emissions from our transportation & distribution compared to 2021. The scope of these emissions covers the CO,-e emitted by air
freight, ocean freight, road freight and parcel shipments. As air freight accéunts for mast of our operational carban footprint, we have taken seversl measures, such as the
Carridor Project, where we shifted air freight shipments to ocean freight for several lanes. This helped to reduce our air freight emissions by 15% compared to 2021. €O,-¢
emissions from neaan freight decreased by 43% in 2022 compared to 2021. Most of these reductions can be attributed to the fact that the Domestic Appliances businesses
have now been fully disentangled and [combined) shipment data for ocean freight now fully excludes all their related shipments. To quantify our ccean freight emissions by
leveraging carrier-trade-lane specific emission factors, we use data from the Smart Frelght Center — Clean Cargo (formerly known as the CCWG), This improved approach was
implemented in 2021, allowing us to quantify our ocean freight emissions more accurately, This approach has been implemented for 2020, 2021 and 2022,

Emiss|ons from parcel shipments decreased by 10%, as the number of shipments increased but was mitigated by shorter average distances per shipment, The emissions from
road transport decreased by 51%, mainly driven by a reduction of shipments and the average weight per shipment. The emission reductions in road freight are also impactad
by the inclusion of combined shipments of Demestic Appliances and Philips in 2021, Historically, we were not able to exclude all the Domestlc Appliances businesses’
shipiments frem our shipment data.

Moving forward, we will continue to drive efforts to further reduce emissions from air freight and are exploring optiens to source sustainable fuel alternatives for shipments,
which will help us to seach our leng-term emission raduction targets,

Although reduction is key to achieving carben neutrality, unavoidable carbon emissions required offsetting to gradually drive down our emissions to zero by year-and 2022, We
did this by financing projects in emerging regions that have a strong link with UN Sustainable Development Goals 3 (Ensure healthy lives and promote well-being for alf at alf
wges) and 12 {(Fnstire sustaineble consumption and production petterns). In 2022, we decreased offsets to 438 kilotonnes, equivalent to the annual uptake of approximately 13
million medium-sized oak trees. This covers the total emissions of our entire operations, including all CO,-e emissions from our sites, all business travel, and all transportation
& distribution. We do this by financing carbon reduction projects through leng-term carben offsets in emerging regions that drive sodial, economic and additlonal



environmental progress for the local cemmunities, such as:

Providing accass to safe drinking water while raducing wood consumption

This carbon-emission reduction project will provide millions of liters of safe drinking water in Uganda and willl reduce the mortality risk from water-borne diseases. Addittonally,
lass wood will be required for beiling water, leatiing to lass Indoor air pollution and slowing down the deforestation rate. To ensure quality, all offsets are verified under the
Gold Standard.

Replanting degraded land while providing education on health matters
Planting trees will improve livelihoods and address issues such as daforastation, biodiversity loss, and adaptation to climate change and provide support and education
including on HIV and malaria. To ensure quality, 2l offsets are verified under the VCS standard.

Protecting forests through sustainahle production

Deforestation is reduced through prometion of sustainable businesses to protect the forest. Unsustainable harvest of fuelwood is reduced. The forest supports the supply of
water to other parts of Ethiopia and neighboring countries, It Is also the habitat of diverse and, in some cases, rare species. To ensure quality, all offsets are verified under the
VCS standard.

Increasing emplayment through pravision of sustainable energy
The energy supply gap is reduced by providing access to clean energy and related employment through wind generation in India. This enables an improvement in livelihoods.
To ensure guallty, all offsets are verlfied under the VCS standard.

Improving respiratory health and reducing deforestation through provision of clean cookstoves
By supporting a range of cockstove technologies acress Ghana and Kenya, the projects improve respiratory health, reduce fuel costs and reduce deforestation for fuel, This alse
enables more time for paid work, thus improving prospects. To ensure guality, all offsets are verified under the Gold Standard.
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In 2022, we updated our emisslon factors to the latest avallable sources to reflect the most accurate results. Histarical emissions of our discontinued Domestic Appliances
business have been excluded for all years, except for some combinad ocean and road freight shipments in 2621 as described above. Where available, actual emission
allocations were applied. Where business-specific emission data wera not available, a spend allocation key was applied, Philips reports all its emissions in line with the
Greenhouse Gas Protocel (GHGP).
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This table reflects Phillps energy consumption, excluding potential heat and transmissien losses from electricity generation and transport

Our high-level plan to deliver on Science Based Targets

Philips has set lang-term CO,-e emission targets approved by the Science Based Targets initiative {SBTI) for all threa scopes. The approval confirms that Philips’ targets across
ow value chain are In line to limit global warming to below 1.5 °C. By Jolning forces with our customers and suppliers, we can reduce our shared carbon faotprint 2nd help
create a sustainable and more resilient healthcare industry,

Together with our custerners and suppliers, we intend to continue to reduce our collective need for fossil fuels by using renewable and energy-efficient alternatives, To deliver,
we will facus on the following four objectives:

1. Collaborating with our suppliers to reduce emissions in our supply chain
With growing global concerns about the impact of climate change, there is a pressing need for industry and business to manage and reduce CO,- emissions
across the entire value chain — Including at supplier level. To this end, we have invited many of our largest suppliers — first-tier manufacturing and
transportation-related suppliers — to report thefr climate performance and strategy as part of the Carbon Disclosure Preject (COP) Supply Chain program.
Additionally, we engage with these suppliers to reduce their emissions as part of our Supplier Sustainability program. In October 2021, during COP26, we
announced aur ambition to have at least 50% of our suppliers [based on spend) committed to science-based targets for carbon reduction by 2025. At year-
end 2022 already 41% of our suppiiers (based on spend) had committed. Please refer to Supplier indicators for more detatls.

2, Minimizing our climate impact in cur supply chain by adopting circular economy printipies



From a climate perspective, applying circular business models leads to a significant emission reduction in our supply chain. As the value of materials is
retained, the need for new abietic resources is significantly reduced, and consequentially, the need for energy to produce those new resources/materlals,
leading to reduced emissions. This is also part of cur Circular Economy program,

3. Transitioning to lower carbon emitting energy in our sites
By continuing to phase out fossil fuels at our sites, we will be able to achieve our long-term emission targets, This entalls, for example, moving towards
geothermal and district heating and cocling solutions where available.

4, Designing energy-efficient products and collaborating with our customers to reduce emissions during the use-phase
More and more, our customers — both in healthcare and retall — are seeking solutions that are less impactful to the environment, To address that demand,
we are continucusly reducing the climate impact of our products by increasing energy efflciency, increasing the use of recycled plastics and other recyclable
materials, and ensuring we make our packaging easief to re-use and fecycle. We see Improving energy efficiency as a huge lever to deliver on our value chain
emission reductions. In 2022, we performed an initial assessment of our scope 3 category Use of Sold Products by estimating the lifetime energy
consumption and applying the Life-Cycle Assassment {LCA) methodology on a country-by-ceuntry basis, Initial results indicate that the emissions from the
use of sold products are 3,898 kilotonnes CO,-e, approximately 9 times more than our entire operational carbon footprint. This emphasizes the need to drive
energy efficiency efforts under our EcoDesign program and collaborate with our customers ta magnify our impact.

Taskforce on Climate-related Financial Disclosures {TCFD}
Philips recognizes the importance of identifying, assessing and mitigating climata-related risks to ensure business continuity and resifience. This 2022 integrated financal,
social and environmental report aims to follow the recommendations of the TCFD.

In 2022, relevant risks and opportunities have bean guantified by applying Philips” internal risk assessment methodology. This ensures alignment with the risk management
team, increasing cross-business comparability and integration with already existing risk screening procedures. Moreover, physical risk factors were evaluated on a site-specific
lewel by exploring 25 of our financially material sltes 1n more detail. Transition risks on the other hand, ware assessed on a company leval and by subject matter experts, The
reason for this differentiation is because physical risks vary on a regional leval while transition forces generally apply on a global scale.

The site-specific analysis leveraged both the external Munich RE NATHAN tocl and internal site experts. While RE NATHAN uses scientific models to determina how exposed
different regions are to climate risk factors, the site-specific experts have access to spacialized knowledge on the climate change preparedness of the sites. Combining both
internal and external expertise ensured we hava a helistic view that considers both regional implications and Philips specific implications, RE NATHAN assessed which of the
followlng hazards are most threatening in the medium-term accounting for four global warming scenarios (RCP 1.9, RCP 2.6, RCF 4.5, and RCP 8.5): drought, heat stress,
precipitation, river flood, and tropical cyclones, In case one or multiple risk factors seemed impactful in the future we then asked site specific experts to provide us with a more
detailed impact and control measure evaluation, This thereby provided us with a good averview on how exposed we currently are to extreme or chronlc weather conditions
and highlighted key action points.

We also further assessed internal and external forces pushing Philips to a low carbon future considering three global warming scenaries. In our 1.5 and 2 degrees model [RCP
1.9 and 2.6) we assumed that strong cross sector pressutes exlst. Governments enforce strict environmental rules, society is envirenmentally censcious, and the private sector
invests in collaborative innovations. In contrast, the 42C global warming scenario {RCP 4.5) assumed short-sighted governments focused on protectionism, customers with a
cost orlentation, and a private sector focused on product innovation. For each scenario, experts werea then consulted to determine the potential likefihood of the predefined
transltion risksfopportunities becoming materfal. We, furthermare, assessed the potential impact of the risksfopportunities unraveling and to what extent we can control the
underpinning risk or exploit the cppertunity.

Through our ambition to reduce CO, emissions in our entire value chain in line with a 1.5 °C globa[ warming scenario, we are reducing our exposura to transition risks, such as
changing legislation, changing customer demands and carbon pricing. Nonetheless, strong governmeant policies in line with the Paris Agreement could result in higher carbon
pricing impacts for Philips, its supply chaln, and its customers. Furthermore, a glabal financial downturn could alsa promate inertia in the field of environmentally friendly
innovations, Hence, our Science Based Targets are a key factor in mitigating the risk associated with the changing legislation, customer preferencas and praventing inertia.

In 2023, we plan to further assess the impact of climata change on our valua chaln and continue to standardize our assessment process.

Water

Philips is not a water-intense company. However, a number of our manufacturing sites are locaied in water-stressed regicns ih, for example, USA {California), India and Israel.
With the help of the WRI Agqueduct toal, the water withdrawn from areas with high baseline water stress was identified across all Philips' industrial operations. !t shows that
around 13% of the industrial sites are located In Extremely High (>80%) baseline water stress areas. However, the impact fram these operational sites is very limited, only
amounting to 4% of Philips’ total water withdrawal.

We were includedin the CDP "a-list" for water in the 2022 ranking, achieving a 'double-A' score when combined with our Climate Change results.

Total water withdrawal in 2022 was 677,632 m®, a 4% decrease compared to 2021 and a 5% reduction compared to 2019 {pre-COVID level}, Water cansumption in 2020 and
2021 was impacted by the government-mandated lockdowns and the working-from-hame protocel — rasulting in a significant reduction in water intake at several sites {mainly
in China).

Diagnosis & Treatment, which consumes 46% of total water usage, recorded an 8% decrease, mainly caused by lower construction activity and effective processes, mitigated
by a site expansion in India, Persenal Health recorded a 4% increase. This was mainly due to the canstruction of a new factory in China, mitigated by decreased production
volume at a water-intensive manufacturing site in Asia. Connected Care showed a decrease of 7%, due to the decreased production volume at a site in Asla, mitigated by
construction activity at a site in North Ametica.

Fhilips Group
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In 2022, 99,7% of water was purchased and 0.3% was extractad from groundwater wells.

Waste
In 2022, our manufacturing sites generated 22,802 tonnes of waste, an increase of 3% compared to 2021, mainly driven by the high impact of our construction activities in
different locations across the globe and changes in the operations.

The Dlagnosis & Treatment businesses increasad waste by 7%, mainly driven by a strong increase in construction-related reused material in Best {see below), which was
partially offset by the operational changes and lower construction activity on the other sites, The reperted reused materials now constitute 22% of total waste, The Connected
Care businesses increased waste by 5% due to the increased volume of reused materials and operational changes, The reported reused materials are 24% of the total waste.
Personal Health decreased waste by 3% due to lower construction activity and changes In production.
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Until 2020, total waste consisted of waste that is delivered for landfill, incineration, waste to energy or recycling. We extended the scope with materials sent for reuse and
other recovery as of 2021,

Materials delivered for reuse, other recovery or recycling via an external contractar ameunted to 22,406 tonnes, which equals 89% of the total waste, Of the 11% remaining
waste, 77% comprised non-hazardous waste and 23% hazardous waste, We recorded 1,484 tonnes of waste preventad in our own activities in 2022, compared to 1,525 tonnes
in 2021,
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Qur sites addressed both the Circular Material Management percentage as well as waste sent to landfill, as part of our ESG cormmitments.

The Circular Material Management percentage has replaced the recycling percentage, and includes circular measures such as waste prevented, reuse and other recovery, but
excjudes waste delivered to landfill and inclneration (with and without energy recovery} due to regulatory requirements, The Circular Material Management percentage was
1% in 2022, compared to 87% in 2021,

Qur Zero Waste to Landfill K| excludes one-time-only waste and waste delivered to landfill due to regulatory requirerments. According to this definition, in 2022 we reported 1
tonne of waste sent to landfill, a significant reduction compared to 13 tonnes in 2021, All our 23 industrial sites achieved Zero Waste to Landfill status at the end of 2022.
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Supplier indicators

Philips’ purpase to improve people’s health and well-being extends throughaut our value chaln. At Philiss, we have a direct business relationship with approximately 5,300
product and component suppliers and 17,100 service providers. Qur supply chain sustainahility strategy is evaluated annuatly through a structured process, combined with
multi-stakeholder dialogues, From this, we have developed multiple programs aimed at driving sustainable improverent. These programs cover compliance with our policies,
improvemant of our suppliers' sustainability perfermance, our approach towartds responsible sourcing of minerals, and reducing the envirenmental impact of our supply base,

Supplier sustainability compliance
Two cora policy documents form the basis of our supplier sustzinability compliance approach: the Supplier Sustainability Declaratlon and the Regulated Substances List.

Supplier Susteinubility Declaration (SSD}

The 5D sets out the standards and behaviors Philips requires from its suppliers. The SSD is based on the Responsible Business Alliance (RBA) Cede of Conduct, inalignment
with the UN Guiding Principles on Business and Human Rights and key international human rights standards, including the ILO Declaraticn on Fundamental Principles and
Rights at Wark and the UN Universal Declaration of Human Rights. It covers topics such as Labor, Health & Safety, Environment, Ethics, and Managemeant Systems, This year, we
made several changes to the supplier code of conduct, adding multiple expected behaviors that go beyond the RBA Code of Conduct. The RBA is the world's largest industry
coalition dedicated to responsible business conduct in global supply chains. As a Regular member of the RBA, Philips is required to commit publicly to the RBA Code of Conduct
and actively pursue conformance to the Code and its standards, which must be regarded as a total supply chain initiative,

Regulated Substances List {RSI)
The R5L specifias the chemical substances regulated by [egislation. Suppliers are required to follow all the requirements stated in the RSL. Substances are marked as restricted
or declarable.

All suppliers are required ta commit ta the S50 and RSL. Through integration of a Sustainability Agreament in our General Purchase Agreement, suppliers declare compliance
to hoth the 550 and RSL. Upon request, they provide additional information and evidence.

Suppiier Sustainability Performance (SSP) - 'Beyond Auditing'
In 2018, Philips first piloted its ‘Beyond Auditing' approach to engage supptiers on ESG matters, with a facus on:

« @ systematic approach to improve the sustainability of our supply chain
« continuous improvement against a set of recognized and global references
+ collaboration, increasad transparency, clear commitments, and ensuring suppliers maet the agreed targets



+ encouraging cur suppliers, industry peers and cross-industry peers to adopt our approach

This systematic approach is shown in the figura below and is a high-level representation of the SSP program.
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First, a set of references, international standards, and Philips requirements are used to develop the Frame of Reference, which covers management systems, environment,
health & safety, business ethics, and human rights. For each, the maturity level of suppllers is identified in the Program Execution Whee!, which assesses suppliers against the
Plan-De—-Check-Act {PDCA} cycle, Suppliers are then categorized through the Supplier Classification model, which differentiates on the basis of supplier maturity, resulting in
supplier-specific proposals for improvement. The S5P process Is monltared and adjusted through continuous feedback loops. The outcome of the SSP assessment Is a supplier
sustainability score ranging from © to 100, This score is based on supplier performance in environmental managarent, healih & safety, business ethics, and human rights.

Suppller classification .

Supplier selection for the program |s based cn criticality. Criticality of suppliers 1s determined through an assessment of the supplier’s associated risks and opportunities, such
as strategic importance of their components, annual spend, and substitutabllity, In 2022, 14% of our suppliers were considered critical. After this initial assessment, the
angagement strategy is tailored based on the suppliers’ current performance in terms of sustainability.

There are four different engagement approaches: BiC (Best in Class}, SSIP {Supplier Sustzinability Improvemnent Plan), DIY {De It Yourself) and PZT {Potential Zero Tolerance).
The P2T status is a temporary status and requires immediate attention and action. Depending on the categorization, supphers are engaged in different ways to improve their
sustaina bility performance,

If a {Potential) Zero Tolerance is identifled, immediate action is taken. If the requested additional information and evidence lead to the conclusion that there is no structural
Zero Telerance, the supplier’s status will be changed and the supplier will go back to the ariginal track in the program, If the canclusion gives rise to a structural Zero Tolarance,
the supplier is required to:

« propose a plan ta mitigate and/or resolve the identified Zero Tolerance(s)
« commit to structurally resobving the Zero Tolerance

provide regular updates and evidence

avoid quick-fixing

Philips defines six Zero Tolerances:

+ Fake or falsified records

+ Child and/or forced labor

+ |Immediate threats to the environment

+ Immediate threats to worker health and safety

» Failure to comply with regulatory and/or Philips requirements

+ Workers’ monthly income {covering salary for regular hours and overtime, tax deductions, sodial insurance) failing to meet reguiatory requirements

For more details on the SSP process, refer to the S5P brochure.

Our 2022 results
In 2022, three zere tolerances were found across the following categories: health and safety, labor, and environmental impact. Two of the three cases were successfully closed

in 2022. The remnaining zero tolerance was found in Q4 2022 and is still pending closure.

Philips measures the impact of S5P engagements through the number of lives improved in the supply chain. This is derived from the improverments that suppliers make in their
performance. To determine improvements, we calculate the pro rata change In performance from one year to the next.
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In 2022, the overall year-on-year improvement in performance was 51% for suppliers that entered the program in 2021. The number of employees impacted at suppliers
participating |n the SSP program was approxtmately 459,000, This figure includes suppliers assessed in the last three years, for which the supplier has communicated their
number of employees via the self-assessment questionnalire, which was valldated duting the on-site assessment. For those workers, labor conditions improved, the risk of
serious injury reduced, and the negative envirenmental impact of supgliers was brought down, This includes the workers at suppliers of the Domestic Appliances business, for
which Philips continued the sustainability engagement. For a detailed break-down of percentage improvements realized by active suppliers in the past year, by comparing the
assessment in 2022 to their previous assessment, refer to the following table.
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Categories which showed the biggest improvementara:

« Risk contral of Environmental topics: improving the audit process to periodically assess canformance including compliance with applicable laws and

regulations pertaining to environmental topics
« Target setting and tracking of Health & Safety topics: Improving perfodic evaluations of health and safety risk identification and control mechanisms, setting



targets on occupational injury or lliness, and progress reporting mechanisms
» Implementation for Human Capital: improving the approach to implement policies and procedures into formal records for the supplier's human capital
management system.

In 2022, 47 suppliers were addad to the SSP program. Of the population of suppliers that entered the program in the year before 2022 and have been assessed at least once in
the past three years, 249 suppliers were still active in 2022, The combined group represents 39% of our critical suppliers who are in the program,

As part of the adoption of cur ESG commitments, we have set the target to improve the lives of 1 million workers in our supply chain by 2025, To achleve this, we started to
ramp-up aur engagement since 2021, adding a higher number of 2™ tier suppliers due to changlng risk profiles. We expect to roll out the program to additional manufacturing
counttles in the years to come.

Additional progress made in 2022

philips started a collaboration with the Responsible Business Alliance {RBA) In 2021, to extend the reach of its Supplier Sustainability Performance program acrass the wider
industry — and impact lives outside of its own supply chain. From 2022, cross-industry peers can access Philips’ Supplier Sustainability Performance program tools and
methodologles through the RBA's Responsible Factory Initiative {RF1), which helps companies to assess and develop supply chain partners, This means Phillps' industry peers
around the world will now benefit from proven approaches to supplier sustalnability and are enabled to make their own rapid advances. As part of the launch of the RFI
program, Philips had 15 of its own suppliers join. It plans to direct more suppliers towards the RF| program in the years to come,

Philips is actively applying the latest insights in data sclénce and machine learning methods to make the S5P program more efficient in determining the sustainability maturity
of suppliers, while also increasing the effectiveness of our supplier improvement approach.

In 2022, a software tool was launched that enables pradiction of suppliers’ actual perfarmance; based on 2 limited number of survey questions. This tool is helping us to
graatly recuce the time spent on assessments, This leaves more room for Philips experts to support suppliers in their capability building, by sharing best practices and creating
business cases that enable improvements.

On an annual basis, Philips experts organize quality trainings in the sustzinability area for suppliers in the scope of the $5P program.

Responsible seurcing of minerals

The supply chains for minerals are long and complex. Philips does not source minerals directly from mines as there are typically 7+ tiers between end-user companies fike
Philips and the mines where the minerals are extracted. The extraction of minerals can take place in conflict-affected and high-risk regions, where mining is often informai and
unregulated and carried out at artisanal small-scale mines (ASM), These ASMs are vulnerable to exploitation by armed groups and local traders. Within this context, there is an
increased risk of severe human rights vielations {forced labor, child labor or widespread sexual viclence), unsafe working conditiens or environmental concetns.

Philips addresses the complexities of the minarals supply chains through a continuous due diligence process, combined with active participation in multi-stakeholder initiatives
to premote the respensible sourcing of minerals.

Conflict minerals due diligence
Each year, Philips investigates its supply chain to identify smelters of tin, tantalum, tungsten and gold In its supply chaih and we have committed to not purchasing raw
materials, sub-assemblies, ar supplies found to contaln conflict minerals.

Philips applies collective cross-industry leverage through active 2ngagement via the Responsible Minerals Initiative {RMI, formerly known as the Conflict Free Sourcing Initiative
{CFSI). RMI identifies smelters that can demonstrate, through an independent third-party audit, that the minerals they procure are conflict-free, In 2022, Philips continued to
actively direct its supply chain towards these smelters,

The Philips Conflict Minerals Due Diligencs framework, measures and outcomes are described in the Conflict Minerals Report that we file annually to the US Securities and
Exchange Commission {SEC). The conflict minerals report is also publicly avaitable on Philips” welsite.

Each year, we work with our suppliers on the gquality of their due diligence reporting by setting minimum criteria for the Conflict Minerals Reporting Templates (CMRT), In
addition, we strive to reduce the number of non-identified smelters. The quality of the CMRTs dropped 6 percentage points compared to the 2021 due diligence results. The
number of non-listed smelters remained zero (2021: ).
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Cobalt
Philips has performed due diligence on cobalt since 2018, We use cobalt predominantly in lithium-ion batteries. As part of this initiative, we engaged suppliers that provide

materials containing cobalt. In 2022, we again reached a 100% response rate {2021 100%).
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Multi-stakehelder initiatives for responsible sourcing of minerals
We believe that multl-stakeholder collaboration in the resgonsible sourcing of minerals is the mest viable approach for addressing the complexities of minerals value chains.

European Partnership for Responsible Minerals (EPRI)

Philips is a founding partner of EPRM and has been a strateglc member since its inception in May 2016, EPRM Is a multi-stakehelder partnership between governhments,
companies, and civil society actors working toward more sustainable minerals supply chains, The goal of EPRM s to create better social and economic conditions for mine
workers and |ocal mining communities by increasing the number of mines that adopt responsible mining practices in Conflict-Affected and High-Risk Areas ({CAHRAs).

£PRM is ah accompanying rmeasure to the EU Conflict Minerals Regulation dedicated to making real change ‘an the ground’, Through EPRM, Philips financially supports
activitias to improve responsible mining practices in mining areas in CAHRAs and shares our knowledge and practice in conducting due diligence. Since 2018, Phllips has
actively participated in several working groups focused on strengthening the responsible preduction of minerals, as well as improving responsible sourelng practices.

IRBE Responsible Gold Agreement

In June 2017 Philips signed the Responsible Gold Agreement, joining a coalition to work an impraving international respansible business conduct across the geld value chain.
Sighees included goldsmiths, jewelers, recyclers, NGOs, electronics companies, trade unions, and the Dutch government, This parthership intends to bring about cooperatlon
between companies, gavernment, trade unions, and NGOs to prevant abuses within production chains, From September 2019, Philips represented gold and precious metal,
recycling, and electranic companies in the steering committee of the Responsible Gold Agreement. The multistakeholder initiative concluded in June 2022. While not all of the
initially set-out goals were met, the partnership achieved the following results:

* Alarge majority of participating comparnlies improved their due diligence approach that helps ensure responsible sourcing
+ Smalter pasticipants jeined forces in collective cutreach to smelters, increasing the willingnass to engage
« Animpact project was started as part of this collective, that improved the situation for Artisanal Small Mines in Uganda

Green supply chain program

Since 2003, Philips has luooked at ways to improve the environmental performance of its suppliers, When it comes to climate change, we have adopted a multi-pronged
approach: reducing the environmental impact of our preducts, committing to carbon neutrality in our own aperations, and engaging with our supply chain to reduce their
carbon footprint. Threugh our partnershis with the CDP supply chain program, Phillps motivates its suppliers to disclose emissions, embed board responsibility on dimate
change, and actively work an reduction activities,

In October 2021, during COP26, Philips announced its target to have at least 50% of its suppliers (based on spend) committed te science-based targets for carbon reduction by
2025,
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We consider suppliers to have committed to science-based targets when this is communicated via their CDP disclosures, public websites and anhnouncements {on a Science
Based Target, Net Zero Target, or equivalent), or the Science Based Targets initiative website. Multiple activities have been deployed to support aur achievement of this dimate
target. We consider spend to be refevant if it relates to product and component suppliers and relevant service providers, like logistics and informatian technology suppliers.

CDP engagement: Since 2011 we have been parthering with COP Supply Chain, through which we invite suppliers to disclose their environmeantal performance and carben
intensity. In 2022, there was a response rate of 85% {2021; 87%). Part of the reason for the lower response rate is an increase in the number of invited suppliers by 62%
compared te 2021, With mare than 500 of our biggest suppliers included in the CDP engagement program in 2022, COP confirmed Philips is in the top tier in terms of its
supplier engagement coverage.

Of the group that responded, 59% engaged in emission-reduction initiatives {2021: 61%). In addition, 47% committed to carbon emission targets [2021: 56%)}. Our suppliers
undertook projects in 2022 that resulted in savings on carbon emissions amounting to 27 million metric tonnes CO,.

Philips Group
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Data-driven insights: Through accurate data Insights, Philips' buyers are enabled to conslder climate action in their supplier selection. In 2022, 41% of our purchases {In spend}
were made at suppliers that have committad to science-based CO, reduction targets,

Capability building: We support suppliers in advancing their company approach to climata action, offering (enline) auidance that is tailored to their climate actien maturity. In
2022, we further grew the offering of tallored feedback and guidance for 76% of our suppliers to support their growth in capabilities and help improve their approach.
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Opportunities for decarbonization: Through on-site assessments we identify energy efficiency opportunities that enable our suppliers to make cost-effective carbon
reductions. Our team calculates for the supplier what the tost Impact would ke, and alse the return. In 2622, 17 on-site assessments took place, which resulted in taifored
ptans for improvement.

Social performance
Our paople strategy and culture support a constantly evolving workforce capable of delivering strong business performance and executing our strategy. As such, we focus on
developing our Workforce of the Future and delivering on our deep commitment to Inclusion & Diversity.

Together with the announcament of our Q3 rasults in Octobar 2022, we had to take the difficult declslon to reduce our workforee by approximately 4,000 reles globally, This
was followed in January 2023 by the announcement of a further reduction of cur werkforce by an additional 6,000 roles glabally. While executing these measures, we are
cornmitted to leading with openness, respect and care at every step of the way. We highly respect our impacted employees and are focused on providing support for them
during this prucess and helping them find a new role.

Improving people’s lives

lack of access to affordable, quality care is one of the most pressing issues of our time, Climate change is exacerbating this situation and putting the lives of millions of pecple
at risk. At Philips, we are conscious of our responsibllities towards soclety and the planet. It is our purpese to impiove people’s health and well-being through meaningful
innovation, As such, we aim to improve the lives of 2.5 billion people a vear by 2030, To ensure we ramain on track to achieve this goal, we have developed an integrated
approach that tells us how many lives have bean improved by our products and salutions in a given year. We call this our Lives lmproved model.

The Lives Improved model helps us to track cur perfermance on a country-to-country basis in line with UN Sustainable Development Goal 3, allowing us te shape straiegies to
ensure healthy fives and promote well-being for all ot alf ages.,

1n 2022, Philips improved 1.81 billion lives, an Increase of around 135 million compared to 2021. This increase was driven by a steady growth of all segments and the inclusion
of our Picture Archiving and Communication Systern {PACS) products in the Lives Improved mocdel. PACS is an image-management software within our Enterprise Diagnostic
Informatics business, From a market perspective, we saw significant growth mainly in Latin America, North America, Asia Pacific, |beria, Middle East & Turkey, and Africa,

Philips believes that improving access to healthcare regquires meaningful innovation. it also reguires a deep understanding of the relationship between al) stakeholders and
their specific needs in underserved communities to truly make a difference and help improve access to healthcare. We have an additional commitment to improve the lives of
300 million people in underserved communitias with our health-related products by 2025, rising to 400 million by 2030, This commitment allows us o increase our focus on
those populations where we can make a positive impact by providing access to effective and affordable healthcare for those in greatest need. By combining the strengths of
Philips, Philips Ventures, Phiips Foundation, and its partners, we can provide better healthcare and improve health outcomes for all, In 2022, our health-related solutions
improved the lives of 202 million peeple in underserved markets (an increase of 25 milliors compared to 2021},

For more infarmation, please refer to our Lives Improved methodology document.

Lives Improved per market
The fallowing table shows the number of Lives Improved per market.
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Workforce of the Future

In 2022, transforming our organization and workforce for the future remainad a key pillar of our People strategy. We are operating in a fast-changing landscape and adapting to
changes in the nature of work accelerated by the pandemic. Moreover, at the end of 2022, a company-wide change initiative was launched. This requires us ta continuously
evolve capabilities in support of our business transformation. Our focus on the Workfores of the Future helps us attract, onboard, develup and retain a workforce that is fit for
today and future with the skills and capabilities to successfully deliver on our strategic imperatives.

We staff cur pesitions based on assessed behavior, potential and capabilities, In 2022, we filled 71% of our Director-level and ruore senior positions frem within the company.
\We ensure our candidates are high performers with strong potential — more than 69% of all internal vacancies were filled by appeinting top performers. We supplement this
internal growth with targeted external hiring, bringing in employees with the behaviors and capabilities we require for our Workforce of the Future.

Strategic Capability Building
We apply an enterprise-wide Strategic Workforce Planning approach, which al! businesses, markets and functions adapt as part of the strategic planning cycle, to identify and
develop the capabilities needed to realize our ambitions as & health technelogy company. This approach recoghizes that capabilities are comple, with people, processes and
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systems heing developed holistically. In 2022, we strengthened our focus on strategic priorities and top talent and used the lens of strategic enterprise capabilities to
streamline our talent attraction, onboarding, and development initiatives.

Totat Workforce Strategy

We continue our Total Workforce Strategy, which considers all sources of skills, capabilities, locations and changes in the labor market in order to deliver the Workforee of the
Future. Our Right Shoring & Sourcing methadology is used te Implemant this strategy. This methodology steers improvements in workforce composition towards the right
shore’ [onshore, nearshore and offshore) and the right source’ (employees, contingent werkers and outsourced}, The program has delivered € 20 million in savings in 2022,

We cantinue warking with the Freelance Management System, which covers India, Netherlands, Germany and the USA. By advertising opportunities for freelancers on our
own career site alongside employee jobs, in 2022 we filled 48% of all our freelancer roles without having to go threugh staffing agencies,

Our Philips-wide Graduate Development Program {GDP} continues to perform well and has increased from 40 participants in 2021 to 285 in 2022, The GDP lasts two yearsand
includes three job rotatlons, as well as offering the graduates a cotnprehensive learning and development track and access to career centers to help guide future steps. We
continue facusing on campus hiring, with 901 campus hires in 2022, Fhilips also offered meaningful work experience to 1,822 interns in 2022, and they formed a critical source
of our graduate hires — with 55% of all graduate hires having been an intern with us prior,

Inclusion & Diversity

As a health technology feader, we attach great importance to the health and well-being of our workforce and to creating an envirenment of inclusion and belonging, where all
employees fee} psychologically safe. Qur company’s success depends on our employees fezling valued, respected, and empowered to contribute fully. We are a diverse team
made up of some 77,008 individuals across over 100 countries, all with different batkgrounds, perspectives, and experiences, We fully value and leverage these differences to
ensure that creativity and innovation can flourish. Philips’ commitment towards Inclusion & Diversity is reflected in our General Business Principles and the company-wide
Inclusion & Diversity Policy and Fair Employment Policy.

Representation

We continue to putin place measures to enhance representation of diverse talent at all levels within the organization, and to ensure that representation at senior
management levels reflects the diversity of our stakeholders, including censumers, our customers and their patients.

To this end, in 2022, Philips restated its commitment to having 35% of senior management positions held by women, by the end of 2025. Senior management positlons
{including senior directors and executives) amount to approximately 1,300 employees. As of year-end 2022, we had reached our inltlal goal {setin 2020) of a 30%
representation of women in senior management,

Gur Supervisory Board has adopted the Diversity Policy for the Supervisory Board, Board of Management and Executive Committea, which also includes the Supervisory
Board's aim that at least ane-third of the mambers of each of the Board of Management and the Executive Cornmittee are women and at least one-third are men, For more
information on the Diversity Pelicy, please refer to Report of the Corporate Governahce and Nomination & Selection Committee, At year-end, hone of the three members of
the Board of Management were women, and two out of the other nine members of the Executive Committes were women. These numbers reflect a slight decline compared
to previous years (2021: 3 out of 13; 2020: 3 out of 15}, pending expected announcements of new leaders, The company generally seeks to fill vacancies by considering
candidates that bring a diversity of (amongst others) gendert, and it is noted that the selection of candidzates is based on merit and there have been and may be pragmatic
reasons — such as other relevant selection criteria and the availability of suitable candidates — that have impatied the achievement of our gender diversity goals.

Leng-term Inclusion & Diversity ambitions are embedded in our Pecple stratzgy. In our ongoing effert to increase transparency and accountability, we are sharing data on the
representation of wormen throughout our businesses, markets and functions, including 8 menthly review with the Executive Committee. We closely monitor the inflow,
advancement and outflow of talent, which makes It possible to customize goals and intarvene whare appropriate. We continue various initiatives around unconscious bias,
health and well-being, inclusion and development of underreprasented talent.
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Global Diversity Councll

Cur Global Divarsity Coungil Is cormprised of 10 senior leaders reprasanting our businesses, markets and funetions. The Councll provides governance and oversight on diversity
efforts, promotes company-wide behavior change, and communicates on progress. Additionally, every Council member is an Executive Sponsor to one of our Employee
Resource Groups,

Employee Resource Groups

Since 2016, Employee Resource Groups (ERGs) provide an Inclusive space for employees to support and care for one another, develop skills, experience meaningful cultural
connections, expand their knowledge, all while strengthening relatienships ameng the Philips community.

Philips currently has 13 ERGs globally, with over 7,000 employees participating: Able & Allies; Asian Employee Resource Group; Black Employee Resource Group;
#BeTheChange Network; Caregivers Network; Futtre Leaders and Rising Employees; Latinx Employee Resource Group; Middle Eastern Employee Resource Group; Philips
Empowering Parents; Philips Women Lead; Pride Network; Vaterans and Family Coalition; and Neurodiversity Network.

Health & Well-being

In 2022, we embedded our health and well-being framework further across our businesses, markets and functions. We continued to address mental healih by rolling out the
Emplayee Assistance Program (EAP), extending the service to & further 25 countrles, including crisis support for Ukraine and Poland.

We grew our Mental Health Champion program to 180 Champions acress the glebe, providing accredited training for peerto-peer confidential support. We also encouraged
leader-led dialogues on mental health, to remove stigma and help engender a sense of psychological safety.

Our efforts culminated in Warld Mental Health Day, with a variety of virtual mental well-being sessions and self-care tips that engaged employees from across our markets. In
collaboration with Philips University, the Philips Energy Management well-being program was further extended across the organization.
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Building Capability

In 2022, we continued the deployment of Unconscious Bias training acress the organlzatioh while focusing new centent on Allyship, Resilience and Psychological Safety. In
North America, we launched four mandatory e-learnings, reaching our 20,000 employees in this market.

External awards

Many stakeholders, including customers and potentlal partners and employees, view third-party assessments as abjective indications of how well we are demonstrating the
strength of our commitment. Awards received in 2022 included: Forbes Best Employers for Women; Forbes Best Place te Werk n America; Forbes Werld Best Erployers; and
100% Human Rights Campaign’s Corparate Equality Index.

Our culture

Culture is foundational to achieving our strategic ambitions. Our behaviors create a shared understanding of how we all need to act in order to live up to our purpose of
improving the lives of people around the world. All Philips employees are expected to cormit to living our behaviors — customers first, patient safety, quality and integrity
always, team up to win, take ownership to deliver fast, and be eager to improve and inspire — avery step of the way, As we evolve our culture, we will drive patient- and
people-centricity, accountability and empowarment, transparency and execution rigor in order to become an industry-leading player in HealthTech,

As we continue strengthening our position as a focused leader in health technology, leading with open, respectful and caring communication is critical. We foster a culture
within Philips that will help us achieve oparational excellence and extend our solutions capability to address our customers’ unmet needs. Patient safety and quality are at the
heart of our purpose, To further strengthen our patient- and people-centric culture, we launched in 2022 a company-wide ‘Accelerating Patient Safety & Quality’ culture
program. We also foster an inclusive and psychologlcally safe environment where our people feel valued for who they are and for their contributions. We do this through our
rich Well-being offering, as well as a ‘Speak Upl’ campalign in 2022, As a health technology leader, the health and we|l-being of our people is imperative for success.

In the wake of the evolving external economic, geopelitical, 2nd global health situation, we remair flexible in our ways of working, making use of learnings developed through
the COVID-19 pandemic. We have embraced a hybrid working model that offers greater flexibility and improved collaboration across teams. Qur new ways of working are
defined by three goals:

» Embracing flexibility: Making innovative choices for how and where to work, allowing more autonomy for our employees,

« Being at our best: Caring for ourselves, sach other and sur customers, patients and consumers. This means prioritizing our cwn well-being, as well as making
time for personal growth and development.

« Impactful collaboration: Creating moments to come together, supporting employess’ sense of connection and belenging, so we can build strong teamns,
generate ideas and solve problems,

All of the above underpins how we lead, engags, hire and develop our employees. We have been focusing on well-being, deepening our leadership asks into the organization
and supporting our culture shift as a leading innovative, customer-focused health technology company.

We are building an organization that is fit for today and the future with the skills and capabilities needed to successfully deliver on our strategic imperatives, We attract,
anboard and retain the best talent to accelerate our business transformation.

Employee engagement

We continue to keep a close pulse on our employes sentiment through our quarterly Employee Engagement Survey. In 2022, average employee engagement scores retnained
high at 77% in fine with the Fortune 500 benchmark, However there was a decline in overall engagemeant levels in the second half of 2022. This feedback does not come as a
surprise given the recent challenges that the company has encountered and the announcement of productivity measures.
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In a challenging businass environment, we listened actlvely to our employaes to provide them with greater clarity on future direction and proactively deal with change to meet
our customer and patient neads. Using the Customer Experience index we ook at how well employees think we orient ourselves to customer needs, These inputs are actively
exchanged with the customer experience team to desigh and werk on related programs,

Cur employee engagement is primarily driven by how proud our employees feel ta work for Philips, as well as feeling that they can be themselves and have trusting
relationships at work, Another significant factor driving engagement is our high scores on the Inclusion & Diversity index, which stays above the Industry Benchmark.

Employment
The total nurnber of Philips Group employaes was 77,233 at the end of 2022, compared to 78,189 at the end of 2021, a decrease of 956 FTE.

Together with the announcement of cur Q3 results in October 2022, we had to take the difficult decision to reduce our workferce by approximately 4,000 roles globally. This
was followed in January 2023 by the announcement of a further reduction of our workforce by an additional 6,000 roles gichally, As we go through this change, we do it with
the utmost care and respect for our people, with a strong focus on supperting them in finding a new role.

Subject to local country legislation, our support offers include:

+ Social Plan or respective severange policy

+ Cutplacement services and support through our Employee Assistance program

+ Work placement agency, where applicable, for an Employment-to-Emplayment support

* Redeployment —where possible — as applicable by local legislation and in the context of the hiring restrictions
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Geographic footpring
Approximately 58% (2021: 59%) of the Philips workforee is located in mature geograghies and 42% {2021: 41%) in growth geographies, In 2022, the number of employees in
mature geographies decreased by 1,774. The number of employees in growth geographles increased by 819,
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Empleyee turnover
In 2022, employee turnover amounted to 17.5%, of which 11.1% was voluntary, compared to 17.5% {10.0% voluntary] in 2021. External benchmarks show that our voluntary
employee turnover remains in line with similar-sized companies, and that we are reascnably successful in retaining our employzes.
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Equal opportunities and equal pay

Philips is committed to ensuring equal pay for equal work. In the Netherlands, Philips was certified for Gender Equality by Economic Dividends for Gender Equality (EDGE) in
2021, The study did not find a gender pay gap that axceeds the threshold as set by EDGE, Philips continues to study gender pay parity using EDGE methodology. Many
countries in which Philips operates hava already undertaken pay equity reviews, for example in Australia, UK, Sweden, India and certain US states. In the US, Philips will be
executing a company-wide Pay Equity Project during 2023, originally scheduled for 2022, building on work completed at US state level.

Living wage
Philips can only achieve its aim to itnprove the |ives of 2.5 billion pacpls per year by 2030 if we support and empower our people, so they can be their best and perform
effactively, To this end, we conducted a living wage analysis for the fourth year in a row on the lawest salaries in every country in which we currently operate.

The living wage is a concept defined by Anker and Anker (2017} as “Remunaration received by a worker in a particular place sufficient to afford a decent standard of living for
the worker and her or his family, Elements of a decent standard of living include food, watar, housing, education, healthcare, transport, elothing, and other essential needs,
including provisian for unexpected events”. We combined forces with Valuing Nature, several local NGOs, Wagelhdicator and other global corporates to develop living wage
standards that are camplete and have a reliable geographical seape,

Based on the living wage analysis conductad in 2022, 2l Philips employees received wages and benefits that are consistent with at least the minimum Living Wage standard for
an individual. Furthermore, 399% of Philips employees received wages and benefits that are consistent with at least the minimum Living Wage standard for a family [based on
reference data from Wagelndicator), Assuming no significant changes in reference data, it is expected that the wages of the 1% of employees currently below the family
standard will be within that standard in the course of 2023,

Health and Safety

In 2022, the safety of our employees remained paramount, However, as the COVID-19 pandemic entered the endemic phase, the centralized controls putin place during the
pandemic were relaxed in line with local govarnments’ advice. Cantral was gradually returned frem the Group Crisis Cperations Team to the local Crisis Management Teams.
As Philips started to resume normal operations, office occupancy started to rise and business travel restarted, However, critical control measures were maintained, including
maintaining safety stacks of PPE, and the internal website containing guidance was updated regularly. Campaigns and advice concerning the importance of vaccinations was
prameted widely, Philips has emerged from the pandemic with a goad record of management and control that restricted the impact of the pandemic on employees and the
wider business operations.

At Philips, we strive for an injury-free and illnass-free work environment. Since 2016, the Total Recordable Cases {TRC) rate has been defined as a Key Performance Indicator
{KPI]. A TRC is a case where an injured employee is unable to work for ene or more days, has medical treatment, ar sustains an industiial iliness, We set yearly TRC targets for
the company, businesses and industrial sites,

We recorded 172 TRCsin 2022, a 19% decrease compared to 213 in 2021. While our workforce continued to expand in 2022, the TRC rate decreased from 0,29 per hundred
FTEs in 2021 to 0.23 in 2022,

In 2022 we recorded 81 Lost Workday Injury Cases (LWIC). These are occupational injury cases where an injured persen is unable to work for ene or more days after the injury.
This represents a 29% decrease compared with 114 in 2021, The LWIC rate decreased to 0.11 per 100 FTEs in 2022, compared with 0.16 in 2021. The number of Lost Workdays
caused by injuries decreased by 216 days {5%) to 4,020 days In 2022,

Philips Foundation

Stichting Philips Feundation, an independent foundation organized under Dutch law, is a registered charity established in 2014. In 2022, Royal Philips supported the Philips
Feundation with a contribution of EUR 6.7 million, and provided the operating staff as well as the expert assistance of skilled employees in the execution of the Foundation’s
programs.
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The Philips Feundation’s mission is to reduce healthcare inequality by providing access to quallty healtheare for underserved communities through meaningful innovation. It
does this through the provision and application of Philips’ healthcare expertise, innovatlon power, talent and resources and by financial support. Together with key partners
around the globe {Including respected NGOs such as Red Cross organizations, UNICEF, Amref and Save the Children), the Philips Foundation seeks to identlfy challenges where
acombination of Philips expertise and partner experience can be used to create meaningful sclutions that have an impact oh people’s lives.

Working with stakehiolders
In organizing ourselves around customers and markets, we conduct dialogues with our stakeholders in erder to explore common ground for addressing societal challenges,
building partnerships and jointly developing supporting ecosysterns for our innovations around the world,

Governance

Corporate governance structure

¥oninklijke Philips NM. {Royal Philips), & company organized under Dutch law, |s the parent company of the Philips group. Its shares have been listed on the Amsterdam stock
exthange {Euronext Amsterdam) since 1912, Furthermare, its shares have heen traded in the United States since 1962 and have been listed on the New York Stock Exchange
since 1987,

Royal Philips has a two-tier board structure consisting of a Board of Management and a Supervisory Board, each of which is accountable to the General Meeting of
Shareholders for the fulfillment of its respective duties.

The company is governed by Dutch corporate and securities laws, Its Articles of Assaclation, and the Rules of Procedure of the Board of Management and the Executive
Comimittee and of the Supervisory Board respectively, Its corporate governance framework is also based on the Dutch Corperate Governance Code (dated December 8, 2016}
and US laws and regulations applicable to Foreign Private Issuers, Additionally, the Board of Management has implemented the Philips General Business Principles (GBP) and
underlying policles, as well as separate codes of ethics that apply to employees working in specific areas of our business, i.e. the Financial Code of Ethics and the Procurement
Code of Ethics. Many of the documents referred to are published on the company’s website and more Information can ke found in Qur approach to risk manegement.

Plaase also refer to Corporate governance where the main elements of the company’s corporate governance structure have been addressed.

Philips Business System
Qur operating madel —the Philips Business System {PBS) — Integrates key aspects of how we operate — from our strategy, governance, organizational design, processes and
systems, to our peaple and team practices, and our culture and performance managament.

Towards the end of 2022 we initiated the process of simplifying the way we work to drive accountability and agility, and to unfeck significant productivity and margin gains.
This simplification — with end-te-end accountzble businesses supported by a much leaner Group layer and a culture of patient and people centricity, innovation impact and
clear accountability — is a primary enabler to drive flawless execution.

Itis designed to help us to fulfill our purpose of improving the health and well-being of billiens of pecple and ensure the highest standards of quality and integrity in everything
we do.

Quality & Regulatory and patient safety

Enabling the delivery of patient-centric, safe and high-quality care — the assance of patient safety and quality —is inextricably linked to Philips’ purpose to improve the health
and well-being of people through meaningful innovation. Fatient safety and quality management reprasents the very foundation of our license to operate as a health
technology campany. Compliance with quality and regulatory standards Is a pre-requisite for ensuring patient safety, which is Philips’ highest priority.

Philips’ reputation — and ultimately our long-term business continuity and suecess — fully depends on the quality and safety of our products, services and solutions for patients,
custormers and consumers, and on our compliance with global regulations and standards, This has never been more cruclal than in this last year as we continued to remediate
the devices included in the Philips Respironics recall: see section below, ‘Philips Respironics voluntary recalf notification”.

Acting with due urgency, in 2022 we accelerated our focus on patient safaty and quality, with the goal of achieving and maintaining the highest level of quality. We upgradad
the Quality & Regulatory leadarship team with emphasis on medical technology expertise; over 50% of the renewed team has direct industry experience. We further
strengthened our Past Market Surveiilance global complaint handling organization and improved ways of working; this represents a significant milestone toward impreving
investigation and issues reporting and moving away from transactional elements of complaint handling, In addition, Philips continued te focus on harmonizing processes and
enhancing the quality culture across the enterprise. Aciivities include tralning approximately 77,000 employees throughout the world on key process changes and refreshers
on guality and regulatory topics.

As a global business, we must ensure compliance with various and evelving regulations and standards. In the dynamic medical technelogy industry, we also must stay ahead of
innovation and trends such as data privacy and cybersecurity. This involves increased levels of investment to meet the competitive demands and evolving reguTatory
compliance activities in such areas as secure electronic transmissich and storage solutions for protected personal infermation, protected health information, financial
information, intellectual property, and other sensitive information related to our customers, consumers, patients, and workforce. For information an how Philips manages
cybersecurity sisk, please refer to Gperational risks.

Quality

Quality is an Integral part of the leadership and culture at Philips. Philips is committed to defivering the highest quality products, services and solutions, which are compliant
with all applicable laws and guality and safety standards. We continuously strive to raise our performance in ensuring guality, which is demonstrated by the continued,
substantial investrment to ernbed quality through standardization and adoption of industry best practices througheut our Quality Management Systems and enhanced
capabilities.

Through quality syster improvement program activities, our aim is to enhance consistency in how we-work, coliaborate, and make decisions. Our eritical Accelerating Patient
Safety & Quality program initially focused on awareness and compliance improvements, triaging, and process design. Examples of improvements include reducing and
consolidating our Quality Management Systems from 107 to 75 by year-end 2022, with further reductions planned. In 2022 we harmonized and improved consistency for a
significant number of processes across Philips to enhance our best practices and implemented standard educatien pregrams tailored to specific roles plus many mandatory all-
employee, quality-related courses for capability bullding and o demonstrate compliance, The program Is now fecused on further strengthening design and preduct reliakility,
and patient safety and quality culture and competencies, while continuing efforts reducing complexity. This is an ongoing journey of centinuaus improvement and we expect
our plans to yield demonstrable progress starting in 2023,

In 2022, wa updatad our Quality Policy, which expresses our overall Intention and direction with respect to gquality. Established by management with executive responsibility, it
states cur objectives for, and commitment to, quality, Everyone at Philips is responsible for understanding, implementing, and maintaining the Quality Policy, and all employeas
now have patient safety and guality as one of five key KPIs. Underscoring leadership's continued commitment, all Philips business leaders are held accountable for patient
safety and quality, and performance on Quality metrics will be part of the remuneration of all Philips Executives.

Regulatory compliance

As required by global regulatery requirements, Phillps actively maintaing Quality Management Systems that establish procedures, processes and documentation to ensure
guality at each stage of the product lifecycle. These requirements outline actions from product design and pre-market submissions, production, operations, distribution,
serviding and post-market management and oversight in every market we serve. These requirements in¢lude those frem hational government regulatory authorities (e.g. the



US Feod and Drug Administration and China Natlenal Medleal Preducts Administration), Notified Bodies, and National Competent Authorities in the EU.

Praducts that we introduce 1o the market often must undergo pre-maiket regulatory review {e.g. pre-market approval (PMA], pre-market notification {510(k}, or de novo
authorization} before they can be marketed and sold in the USA as an FDA-regulated davice, subjected to Notified Body review in the EU for a CE Mark, and subjected to
review in China by the Natienal Medical Products Asscciation. If the regulatory body reviewing the submission determines that the required supporting data has not been
provided, further data may be required to obtain the clearance or appreval, which could prolong the process to market the product. During the lifecycle of a cleared/approved
device, any medification that could significantly affect its safety or effectiveness, or that would constitute a new or major change in its intended use, may require a further
regulatery submission and review. Regulatory bodies require each manufacturer to determine whether the proposed change requires a submisslon, but can review any such
decision and disagree with a manufacturer’s determination. If the regulatory body disagrees with a manufacturer’s determination regarding whether a new submission is
required for the modification of an existing device, they can reguire the manufacturer to cease marketing andfor recall the modified device until the relevant
approvalfclearance is obtained. In addition, in these circumstances, significant regulatory fines or other penalties may be imposed,

We also must comply with the EU’s Waste from Electrical and Electronic Equipment {WEEE), Restriction of Hazardous Substances {RoHS), and Registration, Evaluation,
Authorization and Restrictien of Chemicals (REACH), Enargy-using Products (EuP), and other product safety regulations.

Post-market Regulation
After a device is cleared or approved for marketing, nuimerous and pervasive regulatory requirements continue to apply. In the USA these include:

establishment of registration and device listing with the FDA;

Guality System Regulation {QSR] requirements, which require manufacturers, including third-party manufacturers, to follow stringent design, testing, control,

documentation and other quality assurance procedures during all aspects of the design and manufacturing process;

labeling regulattons and restrictions, including, for example, prohibitions against the promotion of investigational products, the promotion of “off-label” uses

of cleared or approved products, or the use of false, misleading or unsubstantiated claims or statements;

+ requirements related to promotional activities;

clearance or approval of product modifications to 510{(k)-cleared or, de novo-authorized devices that could significantly affect safety or effectiveness or that

would constitute a major change in intended use of one of our cleared devices, and approval of certain modifications to PMaA-approved devices;

= medical device reporting regulations, which require that & manufacturer report to the FDA if @ device it markets may have caused or contributed to a death or
serious injury, or has malfunctioned and the device or a similar device that it markets weuld be likely to cause or contribute to a death or serious injury, if the
malfunction were to recur;

o correction, removal and recall reperting regulations, which require that manufacturers repoit to the FDA field corrections and product recalls or removals if
undertaken to reduce a risk to health posed by the device or to remedy a violation of the FDCA that may present a risk to health;

s the FDAs notiftcation and recall authority, whereby the agency can order a device manufacturer to take ceriain actions i the FDA determines the
manufacturer’s device presents an unreasonable risk of substantial harm to public health, such as: provide notice to users and other affected stakeholders;
submit a plan for the repair, replacemant or refund of devices; or recall the device from the market;

+ post-market surveillance activities and regulations, which apply when deemed by the FDA to be necessary 1o protect the public health or to provide additional

safety and effectiveness data for the device.

-

Our manufacturing processes are reguired to comply with the applicable portions of the QSR and/or 15013485, which cover the methods and the facilities and controls for the
design, manufacture, testing, production, processes, controls, quality assurance, labeling, packaging, distribution, installation and servicing of finished devices intended for
human use. The QSR also requires, among other things, maintenance of a device master file, device history file and complaint files. As a manufacturer, we will be subject to
pericdic schaduled or unseheduled inspections by the FDA, Notified Bodies or other relevant regulatory bodies. Our failure te maintain compliance with the QSR or 150 13485
requirements could result in the shut-down of, or the impasition of restrictions on, our manufacturing operations, impasition of an impart alert, or the recall or seizure of our
products, which would have a material adverse effect on eur business. The discovery of previously unknown problems with any of our products, including unanticipated
adverse avents or adverse events of increasing severity or frequency, whether resulting from the use of the device within the scope of its clearance or off-labe} by a physician
in the practice of medicine, could result in restrictions on the device, including the removal of the product from the market or voluntary or mandatory device recalls,

In the USA, the FDA has broad regulatory compliance and enforcement powers, which it can impose on its own or #n coordination with the Department of Justice {Dol), which
has separate enforcement authority, If the FDA determines that we failed to comply with applicakle regulatary requirements, it may lead to any of the following sanctions:

« warning letters, untitled letters, fines, injunctions, consent decrees and civil penalties;

» arders to issue notifications to users and other stakeholders, or to submit to the FDA a plan for the repair, replacement or refund of devices;
+ recalls, withdrawals or administrative detention or seizure of our products;

» operating restrictions or partial suspension or total shutdown of production;

» refusing or delaying requests for 510(k} marketing clearance, de novo authorization, or PMA approvals of new products or modified products;
+ withdrawing 510(k} clearances, de novo authorizations, or PMA approvals that have already been granted;

« refusal to grant export appravals for our products; or

+ criminal prosecution,

European Union Medical Device Regulation

The European Union Medical Device Regulation (EU-MDR} passed its date of application (May 26, 2021). For a portion of the portfolic, we used the available grace period,
where products that were placed on the market under the predecessor of the EU-MDR, the European Union Medical Device Directive (EU-MDD), can continue to be placed on
the market if meeting a subset of EU-MDR requirements in addition to the EU-MOD requirements, Reasons for this include stock depletion management and Motified Body
capacity limitations, Throughout 2022, we made prograss in transitioning some of the portfolio to becorme EU-MDR-compliant. We alsa started registering our entities and
medical devices in the European Database for Medical Devices {EUDAMED) on a voluntary basis,

As the global regulatory environment continues to evolve, we are working to address the impact on cost, time and resources needed te obtain future approvals, and our ability
1o maintain existing approvals for our products, services, and solutions.

Philips Respironics veluntary recall and consent decree

Gn June 14, 2021, Phifips’ subsidiary, Philips Respirenics, initlated a voluntary recall notification in the United States, and field safety notice outside the United States, for
certain sleep and respiratery cate products to address identified potential health risks related to the polyester-based polyurethane [PE-PUR) sound abatement foam in these
devices,

This recall let down the patients who depended on them, as well as their caregivers, and we are deeply sarry for that. We are treating this matter with the highest possible
serlousness and are working to address this issue as efficiently and thoroughly as possible.

1. Following the substantial ramp-ug of production, service and repair capacity in 2021 and 2022, by year-end 2022 around 90% of the production required for
the delivery of replacement devices to patients had been completed. In order to expedite the completion of the recall, Philips Respironics will increase the
proportion of new replacement devices.

2. Working with five certified, independent testing laboratories in the US and Europe and other third-party qualified experts and an external medical panel, we
have been conducting a comprehensive test and research program on the PE-PUR foam to better assess and scope the potential patient health risks refated
to possible emissions of particulate from degraded foam and Volatile Organic Compounds related to the first-generation DreamStation devices. We provided
an update to healthcare providers, patients, and other stakeholders in June 2022 and Dacember 2022, outlining encouraging test results for the first-
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generation DreamStation {DS1), which accounts for over two thirds of the sleep therapy devices subjected to the recall,

The company developed and began executing a comprehensive plan to replace the PE-PUR sound abatement foam used In eariler-generation devices, with
the new materiaf used in next-generation products such as DreamStation 2, which was cleared by the US FDA and approved by many competent authorities
around the world. Philips Respironics has regularly keen communicating progress to regulaters and competent authorities arcund the world, as well as
customers, clinicians, and patients, to complete the needed repairs and replacements associated with this recall. In certain circumstances, the products in
guesticn may be replaced or financially compensated rather than repaired.

‘While third-party lab and internal testing efforts are ongoing, the company will continue with the remediation activities for all devices and continues to
communicate with customers through a variety of channels.

w

Philips Respironics will also continue te monitor complaints recelved following the recall/field safety notice via our Quality Management System, In
accordance with the medical devices regulations and laws in the markets that we serve, ’

Following the FDA's inspection of a Philips Respirenics manufacturing facility in connection with the recall and the subsequent inspectional observations, the US Do, acting on
behalf of the FDA, began discussions with Philips In July 2022 regarding the terms of a consent decree to resolve the identified issues, Philips is engaged in ongoing discussions
with FDA and Dol on the proposed consent decree. For more information, see Note Contingencies.

Consent decree —~ £CR

In October 2017, Philips North America LLC reached agreement on a consent decree with the US Department of Justice, representing the Food and Drug Administration (FDA),
related to compliance with current good manufacturing practice reguirements arising from inspections conducted in 2015 and prior, focusing primarily on Philips” Emargency
Care & Resuscitation (ECR) business operations in Andover, Massachusetts, and Bothell, Washington.

Following a successful inspection in Bothell, Washingten, In April 2020, the FDA determined that Philips had met the conditions for resuming manufacturing and distribution of
defibrillators in the US, The consent decree remains in effect for several yaars, during which the Emergency Care (formerly Emergency Care & Resuscitation] business will be
subject to & series of annual assessments by an independent axpert. Hospital Patient Manitoring (formerly Monitoring & Analytics), also named in the cehsent decree, is alsa
under a heightened level of scrutiny over the same pariod.

Substantial progress continues to be made in our compliance efforts, In August 2021, the FDA inspected Emergency Care in Bothell a5 a censent decree follow-up, Three
observations {Form 483} were issued and subsequently remediated and reported to the FDA, The FDA later presented Emergency Care with four Establishment Inspection
Reports dating back to 2015, signaling the closure of the four open inspections. There was a consent decree follow-up inspection in October 2022, resulting in three
observations {Farm 483). These will soon be reportad as fuliy remediated.

We cannot predict the outceme of this matter, and the consent decree authorizes the FDA, in the event of any violations in the future, to order us to cease manufacturing and
distributing Emergancy Care or Hospital Patient Monitoring davices, recall products, pay liquidated damages, and take other actions. We cannot currently predict whether
additional monetary investment will be incurred to resolve this matter or the matter's ultimate impact en our business,

Remuneration policy

Qur remuneration policy is designed to encourage employees to dellver on our purpose and strategy and create stakeholder value, and to motivate and retain them. Our
executive long-term incentive plan includes ervironmental and sacial commitments, A description of the composition of the remuneration of the individual members of the
Board of Management and the Supervisory Board Is included In Report of the Remuneration Commiitee.

General Business Principles

While pursuing our business objectives, we aim to be a responsible partner in society, acting with integrity towards aur employees, customers, business partners and
sharehalders, as well as the wider community in which we operate. Everyone at Philips is expected te always act with integrity, and Philips rigoreusly enfarces compliance of its
General Business Principles (GBP) throughout the company.

In the highly regulated world of healthcare, integrity requires in-clapth knowladge of the applicable rules and regulations and a sensitivity te healthcare-specific issues. The
GBP incorporate and represent the fundamental principles by which all Fhilips businesses and employees around the globe must abide. They set the tminimum standard for
business conduct, both for individual ernployees and for the company and our subsidiaries. Our GBP also serve as a reference for the business conduct we expect from all our
business pariners.

The GBP also include principles which set our integrity standard on inside information, aiming to prevent trading on or disclosure of nen-public information, the publication of
which would be likely ta have a significant influence on the trading price of Philips securities or securities of companies that Philips is seeking to acouire. More specifically,
Philips has adopted Rules of Conduct with raspect to trading in Philips securities to promete compliance with applicable insider trading and other market abuse laws, rules and
regulations, In particular the EU Market Abuse Regulation. The Rules of Conduct apply to all employees, the members of the Board of Management and the Supesvisory Board .
of Royal Philips.

Translations of the GBP text are available in 30 languages, allowing almost every employee to read the GBP in their hative language. Detailed undetlying policies, manuals,
training, and tools are in place to give employees practical gutdance on how to apply and uphold the GBP in their daily work environment, Details can ba found at
www.philips.com/gbp.

In 2022, a total of 706 concerns were reported via Philips Speak Up (Ethics Line) and thirough our network of GBP Compliance Cfficers, This represents an increase of 16% fram
the total of 610 concerns in the previous reperting period {2021},

While this is a continuation of the upward trend, the increase is flattening. Specifically in 2022, we once more focused on increasing awareness on Integrity and on the
impertance of speaking up, following up on the conclusions of the deep-dives executed after our 2021 biennial Business Integrity Survey. We believe the upward trend in
reparting remalns in line with our multi-year efforts to encourage our employees fo express their concerns, whilst realizing that the extraordinary business conditions in the
past few years make it imprudent to draw any specific conelusions from these numbers,

More information on the Philips GBP can be found in Risk management.

Risk management approach

Risk management and control forms an integral part of the Philips business planning and petformance review cycle, The company’s risk management pelicy and framework are
designed to provide reasonable assurance that its strategic and operational ohjectives are met, that legal requirements are complied with, and that the integrity of the
cormpany's financial reporting and its related disclosures is safeguarded. Please refer ta Risk management for a more detailed description of Philips’ approach to risk
management (including Internal Control over Financial Reporting), risk categorles and factors, and certain specific risks that have been identified,

With respect to finandal reporting, a structurad self-assessment and manitoring process is used company-wide to assess, document, review and monitor compliance with
Internal Control over Financial Reporting. On the basis of the cutcome of this process, the Board of Management confirms that: {I) the management report {within the
meaning of section 2:391 of the Dutch Civil Cade) provides sufficient insights into any failings in the effectiveness of the internal risk management and contrel systems; {il) such
systerns provide a reasonable level of assurance that the financial reporting does not contain any materlal inaccuracies; {iit) based on the current state of affairs, it is justified
that the financial reporting is prepared on a going concern basis; and {iv} the management report states those materlal risks and uncertainties that are relevant to the
expected continuity of the company for a period of 12 menths after the preparation of the raport, The financial statements fairly represent the financial condition and result of
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operations of the company and provide the required disclosures,

In view of the above, the Board of Management believes that it is in compliance with best practice provision 1.4.2 of the Dutch Corporate Governance Code. It should be noted
that the above does not imply that the internal risk management and control systems provide certainty as to the realization of operatienal and financial business objectives,
not can they prevent all misstatemeants, Inaccuracies, errors, fraud or non- compliances with rules and regulatiens, The above staterment on internal control should hot be
construed as a statermnent in response to the requirements of section 404 of the US Sarbanes-Dxley Act. The statement as to compliance with section 404 is set forth in
Management's annual report on internal control over financial reporting.

Total tax contribution
To fulfil our company puipose, a responsible tax approach is required. We fully acknowledge our sacietal role when it comes to paying taxes in the geographies where value is
created, We consider our tax payments as a contributlon to the communities i which we oparata, as part of our soclal value creation.

Gur Approach to Tax sets the standard for our conduct, by which incividual employess, the company and Its subsidiaries must abide. We consider tax in the context of the
broader saclety, inspired by our stakeholder dialogues, global inltiatives of the Organization for Economic Coopetation and Development and United Nations, hurnan rights,
international tax laws and regulations and relevant codes of conduct.

Under the ultimate responsibility of the Board of Management, the Chief Financial Offlcer annually reviews, evaluates, approves and where necessary adjusts Philips’
Approach to Tax. Part of our approach is to acknowledge the importance of transparency in respect of our tax contributions. Philips supports and participates in transparency
initiatives such as the Dow Jones Sustainability Index {DJS1} and the Tax Transparency Benchmark of the Dutch Association of Investors for Sustainable Development {VBDO}.
sinca 2020, we have been providing certain voluntary disclosures about taxes pald and collected In the countries in which we operate, The 2022 Country Activity and Tax
Report is published on our website, in addition to, and simultaneously with the disclosures on tax included in this Annual Report.

Philips also endorses the ambitions expressed in the Tax Governance Code published by Dutch employers' organization VNO-NCW, We comply with the principles prescribed In
the Cade, available at www.vno-ncw.nlftaxgovernancecode, and we have touched upon the elements on this code In our Country Activity and Tax Report,

In 2023, Philips contributed to the communities where we operate through taxes paid {2 g, corporata income tax} and taxes collected {e.g., VAT). Philips’ total tax contribution
in 2022, amounting to EUR 3,469 million, is presented by tax type in the following table, Please refer to our 2022 Couniry Activity and Tax Report for more details,

Philips Group
Tatal Contihution 2022 par Tax Type

mililons of EUR

Customs dutles VAT 1 Payroll Tak Other Taxes Tota|
‘Western Curape 0 183 B4 68 1,332
orth Ay ™7 7 T et B SRR e 5 [— s
Qther mature geogtaphles ) ’ 35 3 R 1 236
s eeomrashies T PRI e B, e e e s i S e
Phillps Graup 362 144 B54 2,174 124 3,459

iacludes VAT, GST and sales tax.

Philips' ESG performance at a glance
Below we show how Philips performed in 2022 on the 21 Core metrics of the WEF ESG reporting framawork, mapped to the three dimensions of our E56 commitmenits, as
well as a number of additional Philips-specific metrics that we consider fundamental to the strategy and operation of our business,

Environmental

Green House Gas {GHG) emissions

100% electricity from renewable sources

D kilotonnes €0,-equivalent (net operational carban footprint)

Taskforce on Climate-telated Financial Disclosures (TCFD) implementation
Updated 1.5, 2 and 4 °C global warming scenarios and assessed their imgact on our supply chain, Philips and customers (disclosed in separate report)

Land use and ecological sensitivity
1tonne waste sent to landfill
All 23/23 industrial sites 'Zere Waste to Landfill’ at year-end

Water consumption and withdrawal in water-stressed areas
677,632 m? total water intake
224,627 m® in water-stressed areas

Circular revenues "
18.1% of revenues

Closing the loop ")
Closed the loop for over 3,400 systems returned to us

Social
Lives Improved )
1.81 billion,of which 202 millien in underserved communities

Diversity & Inclusion

20% gender diversity in senior management positions
39% gender diversity in total workforce

77% Employee Engagement Index Score ')

Pay equality
EDGE-certified for Gender Equality in the Metherlands
US Nationwide Pay Equity project scheduled for 2023

Wage level
EUR 6,952 million employee benefit expenses
Philips pays all employees af least a living wage

Risk for incidents of chikd, forced or compulsory labor
Addressed in Philips GBP, Supplier Sustainability Declaration and Supplier Sustainabllity program



Health & Safety
0.23 Total Recordable Case rate per 100 FTEs
172 Total Recordable Cases

Training provided
1,880,416 tralning hours in Philips University
1,009,459 training completions

Absolute number and rate of employment
77,233 employees
18% turnover

Supplier development program !
296 companies
459,000 employees impacted

Valunteering 7
29 new projects in 2022 reaching 26.0 million people

Governance
Setting purpose
Philips’ puepose Is to improve the health and well-being of peeple through meaningful innovation

Governance body cormposition
Phillps has a Board of Management and an independent Supervisory Board

Material issues impacting stakeholdars
Detailed double Materiality Analysis performed

Anti-corruption
62,000 employees completed General Business Principles training

Protected ethics advice and reporting mechanisms
Whistteblower mechanism in place

Integrating risk and opportunity in business processes
Included in Risk Management section

Economic contribution

EUR 17,827 million revenues

EUR 741 million dividend declared

FUR 6.7 million contribution to Philips Foundation
EUR 103 million government grants

Financial investment contribution
EUR 2,638 million total tangible assets
FUR 444 million capital expenditures on property, plant and aquipment

Total R&D expenses
FUR 2.1 billion invested in R&D [11.8% of revenues)

Total tax contribution
EUR 3,469 million

*t Phtlips-specific metric



9 Risk management

9.1 Our approach to risk management

Vision and objectives

Philips approaches risk management as a value-creating activity that is integral to innovation and entrepreneurship. As such, it s part of the Philips Business System {PBS). Key
elements are our risk management governance, Risk appetite, the Risk management process standard, the Philips Business Control Framewark, and our General Business
Principles (GBP), which are further described in this chapter. There can be no absolute assurance that our risk management will avoid or mitigate all risks that Philips faces. The
material risks are described In the section Risk factors.

Risk management governance

The Executive Committee identifies and manages the risks Philips faces in realizing Its objectives. It defines the risk appetite, provides the risk management framework, and
monitors the effectiveness thereof, The Risk Managament Suppert Team, consisting of experts on various categories of risk, supports the Executive Committee through regular
analysis of the enterprise risk profile and enhancement of the risk management framework. Managemant is respensible for identlfylng critical risks and implementing
apprepriate risk responses within their ereas of responsibility. Various functians (such as Internal Control, Quality & Regulatory, Legal, and Group Security) support the
management of specific risk areas.

The Internal Audit function assesses the quality of risk management and controls through the execution of a risk-based audit plan, as approved by the Audit Committes of the
Supervisory Board. Leadership from the Executive Committee, Businesses, Markets and key Functions meet quarterly with Internal Audit In Audit & Risk Committees to discuss
strengths and weaknesses of risk management and controls — as evaluated by internal and external auditors and by means of other (self) assessments ~ and take corractive
action where necessary.

The Disclosure Committee oversees the company’s disclosure activities and assists the Board of Wanagement in fulfilling its respensibllities in this respect. The Disclosure
Committee ensures that the company implements and malntains internal procadures for the timely collection, evaluation znd disclosure of information potentially subject to
public disclosure under the legal, regulatory and stock exchange requirements to which the company is subject.

The GBP Review Committee is responsible for the effective deployment of the Philips General Business Principles (GBP) and for generally pramoting a culture of compliance
and ethics within the company. For mere information see below under ‘Philips General Business Princlples’

The Security Steering Committee {S5C) and the Group Security function manage security (including cybersecurity) risks. The $SC evaluates and sets the Group's security
strategy, Issues security policies and evaluates progiess and effectiveness. Dedicated security reports are shared with the Executive Committee, the Supervisory Board and
external auditors, On a quartarly basis, briefings on cybersecurity risks are provided to the IT Audit & Risk Committee.

The Envirenmental, Social and Governance {ESG) Committes Initiates, drives and coordinates £5G strategy development, pelicy setting, disclosures and planning of programs
and activities in relation to our ESG cammitments and obligations, It aciministers ESG reporting, monitors progress, assesses risks in relation to ESG and makes
recommendations te the Executive Cornmittee on our ESG endeavors,

Philips actively maintains Quality Managament Systems {QMS) with the aim of ensuring the guality and safety of product design, manufacturing, distribution, 2nd servicing in
compliance with regulation from various government and regulatory agencies, e.g., FDA {US), EMA (Europe), NMPA {China), Our Quality & Regulatory function closely monitors
developments in the regulatory landscape. Through specialist teams at the global, regional or [ocal level, standards and requirements are defined and continucusly improved,
deployed, and monitored to ensure our employees are aware of and comply with these requirements. Next to continuous improvement a program runs with the aim to
accelerate patient safety and quallty. A formal quality audit program assesses our erganization’s compliance with our QMS. Quality & safety is a standard item in personal goal
setting and evatuation of all Philips” employaes,

The Supervisory Board oversees Philips’ risk management, including the identified risks in relation to the Risk appetite, the respense measures put in place and the
effectiveness thereof. The Audit Committee and the Quality & Regulatory Committee of the Supervisory Board assist the full Superviscry Board in fulfilling its risk management
overslght respansibilities, The Audit Committee reviews the quality of risk management and controls, and the reported findings of internal and external audits. The Quality &
Regulatory Committee’s role particularly relates to the guality and regulatory compliance of the company’s products (including software), services and systerns throughout
their lifecycle.

The Corporate governance chapter of this report addresses the main elements of the company’s corporate governance structure, reports on how it applies the principles and
best practice provisiens of the Dutch Corporate Governance Code and provides other Information relevant to risk management governance,

Risk appetite

The Executive Committee and management seek te manage risks consistently within the risk appetite. Risk appetite is set by the Executive Committes and captured in the risk
management policy. it is effectuated through our PBS, of which various elements —such as cur strategy, Philips General Business Principles [GBP} and behaviors, autherity
schedules, policies, process standards and performance management systems — include or reflect risk-taking guidance.

Philips' risk appetite differs depending on the type of risk, ranging from an averse to a seeking approach. Philips operates within the dynamics of the health technology
industry and aims to take the risks needed te ensure we continually revitalize our offerings and the way we work. At the same time, Philips is committed to always act with
integrity and is averse to risks impacting our GBP, which include {kut not limited to) the Philips behavior ‘Patient safety, Quality, and Integrity always’. Our employees are
expected ta ensure compliance with our GBF, laws and regulations and to act In case of concerns or violations to aur GBP, please refer to the GBP section below for more
information. Philips” Risk appetite for the main risk categeries is visuzlized below. Fhilips does not classify these risk categories in order of importance.
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Risk management process

To provide a comprehensive view of Philips’ risks, structured risk assessments take place according to the Philips risk management process standard, applying a top-down and
botiom-up approach. Our process standard |s desighed based an the Enterprise Risk Management Framewark: Integrating with Sirategy and Performance {2017) from the
Committee of Sponsoring Qrganizations of the Treadway Commission {COSQ) and eon 1SO 31000 - Risk Management.

Risk management process

pErvisory.
Board -

Reportingand %
nunication,

Busynesses:wlar
L Fungtions

Key elements of the Philips risk management process are:

» Management of Businesses, Markets and key Functions perform a risk assessment at least once a year, with updates of the sirategic plan, to identify and
priaritize risks, asstgn ownership, and implement appropriata risk responses, Risk workshops are conducted with senior management across the campany to
facilitate these risk assessments, and during 2022 several risk workshops were held.

+ Senlor management discusses and manitors the risk profile and risk response effectiveness at least quarterly inits performance reviews and during Audit &
Risk Commiitees, which caver all Businesses, Markets and selected Functions and at Group level.

» Develapments in the enterprise risk profile and managerment’s initiatives to improve risk responses are discussed and monitered during the quarterly meeting
of the Audit Committee of the Supervisory Board.

» Asanintegral part of the strategy review, each year the Executive Commitiee assesses the enterprise risk profile and the potential risk impact versus Group
risk appetite. The assessment also covers the effectiveness of the risk management framework and potential improvements thereto.

» The Philips risk profile and the risk management framework are discussed at least once a year with the Supervisory Board.

Examples of measures taken during 2022 to further strengthen risk management:

+ [n addition to the continueus improvement of cur QMS we run an enterprise-wide program Accelerating Patient Safety and Quality. This program was
initiated in 2021 following the Resplronics voluntary recall {o evaluate and further improve aur QMS, our oversight & performance manasgement and our
culture where necessary. For more Information, refer to the Quality & Regulatory and patient safety.

+ Anenterprise-wide analysis is conducted regarding detection and reporting of product defects/failures, applying the tessons learned fram the Respironics
field action to each Philips business.

« VYarious improvements to eur risk management process standards in several risk areas, for example enterprise risk, product risk, and supplier- and supply-
chain-related risk.

+ Further standardization and alignment of controls and the embedding in the global Philips standard process framework.

o Risk & Compliance (R&C) community building ta drive continuous improvement, knowledge sharing, capability building and risk transparency across various
R&C areas.

+ Strengthening the risk dialogue as an integrated part of regular performance and strategy execution dialogues.

* Continued improvement of our risk management capabilities in security (Including cyber, product and supply chain),

+ Extension of our supplier risk management to deeper tiers, and diversified sourcing of high-risk compenents to further reduce supply dependencies.

« Analysis of global warming and weather scenarios on the geographical footprint of our facilities as well as suppliers’, in line with the recomimendations of the
Task Force on Climate-Related Financial Disclosures.

* Ongolng exploration and capturing of opportunities to use data analyties and automation in controls maonitoring, and the ongoing deployment of aur
povernance, risk and compliance IT solutions. *
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9.3

Phitips Business Control Framework

The Philips Business Control Framework {PBCF) sets the standard for internal control at Philips. The objective of the PBCF is to maintain integrated management control of the
company’s operations and reporting, as well as safaguard compliancs with agplicable laws and regulations, Philips has deslghed its PBCF based on the COSC Internal Control-
Integrated Framework {2613).

As part of the PBCF, Philips has implemented a standard sat of Internal Controls over Finanelal Reporting (ICFR}. Together with Philips’ established accounting procedures, this
standard set of internal controls is designed to provide reasonzble assurance that assets are safeguarded, that the books and records properly reflect transactions necessary te
permit preparation of financial staternents, that poticies and procedures are carried out by gualfied personnel, and that published financial statements are properly prepared
and do not contain any material misstatements. In each reporting unit, management is responsible for customizing the controls set for their business, risk profile and
aperations.

fach year, management’s accountability for ICFR Is evidenced through the formal certification statement sign-off. Any deficiencies noted in the desigh and operating
effectiveness of ICFR that were not completely remediated are evaluated at year-end by the Board of Management, The Board of Management’s report, inchuding its
conclusicns regarding the effectiveness of ICFR, can ke found in this report in the section Management's annual repart on internal control over financial reporting,

Philips General Business Principles (GBP)

The GBP — part of the Philips Business System — incorporate and represent the fundamental principles by which all Philips businesses and employees around the globe must
abide, They set the minimum standard for our business conduct as a health technology company, for our individual employees and for our subsidiaries. The GBP form an
integral part of labor contracts in virtually every country in which Philips operates, and translations are available in 30 languages. Each year, employess reconfirm their
cormmitment ta the cade of conduct after completing their GBP e-learning, and there is an additional annuat sign-off for Executives, A similas sign-offis in place for Finance and
Procurement staff for their respective codes of conduct, Detailed undetlying policies, manuels, tralning, and tools are in place to give employees practical guidance on how to
apply and uphold the GBP in their daily work.

The GBP Review Committee is respensible for the effective deployment of the GBP and for generally promoting a culture of compliance and ethics within the company, The
Committee is chaired by the Chief ESG & Legal Officer, and its members include the Chief Financial Officer, Chief Human Resources Officer and the Chief of International
Markets. Furthermore, each quarter all our key markets convene market compliance committees, which act as local satellites of the GBP Review Committee, dealing with GBP-
related matters in the local context. They are also responsible for the design and execution of localized compliance plans that are tailored to their market-specific risks and
organizatienal set-up, and regularly review the relevant compliance metrics for thelr respective market through dashboards delivered by the legal compliance monitoring
team. The Secretariat of the GBP Review Committee, together with a worldwide network of GBP Compliance Officers, supports the organization with the implementation of
GBP initiatives.

As part of our continueus effort to raise GBP awareness and foster dialogue throughout the organization, each year a global GBP communications and training plan is
deploved, including structured dialogues led by managers where quality, integrity and speaking up are discussed, This is part of a company-wide initiative aimed at reinforcing
a culture of dialogue using ethlcal dilemma case studies that are relavant to our workfarce, A key control to measure implementation of our GBP is the GBP monitoring and
reporting program, which is part of our Internal Control framework. In addition, we continue to expand the capabilities of our legal compliance manitoring team, serving our
bustness customers as well as compliance networks with actlonable data, thus further improving our compliance control framework.

‘The GBF are supported by established mechanisms with the aim of ensuring standardized reporting and enable amployees and third parties to ascalate concerns 24/7.
Cancerns raised are registered consistently In a single database hosted outside of Philips servers to ensure confidentiality and security of identity and information. Encouraging
people to speak up through the available channels if they have a concern will continue to be a cornerstone of our GBP communlcations and awareness campaigns. At least
twice a year, the GBP Review Committee, as well as the Executive Committee and Audit Committes of the Supervisory Board, are informed on relevant GBP metrics, cases,
trends and learnings.

Thraugh the Audit Committes of the Supervisory Board, the company also has procedures in place for the receipt, retention and treatment of complaints specifically relating to
accounting, internal accounting controls or auditing matters, which enable the confidential, anonymous submission of complaints,

More information on the Philips GBP can be found in Environmental, $ocial and Governance. The GBP ard underlying policies, including the Financial and Procurement Code of
Ethics, are pubilished on the company website, at htips://www. philips.com/fe-w/about/investor-relations/governancefbusiness-principles.html .

Risk factors

Philips helieves the risks set out below are the material risks that, individually or in combination, could impact our ability to achieve our objectives and to live up to the
expectations of our customers and stakeholders, These risk facters may not, howevar, include all the risks that ultimately may affect Philips. Some risks not vet known to
Philigs, or currently believed not to be material, may ultimately have a major impact on Philips’ business, revenue, income, assets, liquidity, capital resources, reputation
and/or ability to achleve its business and ESG chjectives. Please note that this sectlon is not intended to describe risk that have materialized, as these are addressed in other
sections and referenced to whera relevant, Philips defines risks in four main categories: Strategic, Operaticnal, Compliance and Financial. Philips presents the risk factors within
each category in order of our current view of their expected significance. Compared to the previous year we have prioritized risk factors relating to patient safety and quality
management, addressing the Respironics voluntary recall and the regulatory and legal processes connected to this, geopolitical and macro-economic factors, and to our supply
chain operations, Although still relevant, we have de-emphasized risk factors related to pandemics. This does not mean that a loweristed risk factor may not have a material
and adverse impact on Philips’ business, revenue, income, assets, liquidity, capital resources, reputation, andfor ability to achieve its business and ESG objectives.
Furthermore, other risk factors nct listed below may ultimately prove to have more significant adverse consequences than the listed risk factors.
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Philips’ global operations are exposed to geopolitical and macroeconomic changes

Philips’ business environmant can be adversely impacted by macroeconomic and geopalitical canditions In global and Individual markets. Mature econemies are currently the
main source of Philips” revenues, while growth economles are an increasing source of revenues, Philips produces, sources, and designs |ts products and services mainly from
the United States (US), the European Union [EU} {primarily the Netherlands) and China, and the majority of Philips’ assets are located in these geographies. Changes In polltlcs
and menetary, trade and tax policies In the LS, the EU and China may trigger reactions and countermeastires and may also have an adverse impact on other econemies and
international markets in which Philips is active. Philips continues to expect global market conditions to remain highly uncertain and volatile due to geopolitical and
macroeconomic factors, whether or not related to or caused by the Russia-Ukralne war.

Philips observes a trend of geopolitical tensions and deglohalization which intensifies protectionism. Examples of protectlonism measures are policies on trade, tariffs,
sanctions, local value creation and production requirements to obtain market access, custom duties, taxation, technology and data restrictions, cyberattacks, import or export
controls, talent mobility restrictions, nationalization of assets, restrictions on repatriatien of returns from foreign invesiments, and general uncertainty on the development of
local regulations and compliance thereto. Philips ohservas this trend In the major markets in which it operates and has a particular concern oh the development of the Us-
China relationship and China’s drive to expand its global political footprint and become self-sufficient in criticat technologies, inctuding health-related ones. If this trend
continues, geopolitical relations deteriorate and economles decouple, it is expected that existing global trade and Investment restrictions will remain, and further regulatory
and compliance challenges for doing business globally may emerge, resulting In continued pressure on market growth and investments.

Ungertainty and challenges regarding various glabal macroeconemic fectors continue to persist. Examples of general factors are an overali weakening econormy, declines in
economic growth projections in the US, the EU and China {which collectively account for around two-thirds of Philips’ sales), reduced government spending, declining
customer and consumer confidence and spending, rising inflation and interest rates, and the emergence of economlc impacts related to the climate crisis, Examples of
healthcare-specific potential factors include rising uncertainty over the future direction of public healthesre policy and the risk of declining public investment In healthcare
ecosystems.

The Russia-Likraine war has Increased global economic and palitical uncertainty. Governments in the US, UK, EU, Canada, and Japan have gach imposed export controls on
certain products and sanctions on certain industry sectors and Institutions in Russia, and additional centrols and sanctions could be enacted in the future.

The Russia-Ukraing war may heighten the impact of other risks factars described herein, including but not limited to: volatllity in prices for transportation, energy, commeditias
and other raw materials; disruptions in the global supply chain; decreased customer and consuimer confidence and spending; increased cyberattacks; intensified
protectionism; political and soclal instability; Increased exposure to foreign currency fluctuations; rising Inflation and interest rates; and constraints, volatility or disruptions in
the credit and capital markets. It is possible that the conflict in Ukraine may esselate or exgand and current or future sanctions and resulting geopolitical and macroeconomic
disruptions could be significant. We cannot predict the impact the conflict may have on the global economy in the future.

Changes in geopolitical and macroeconomic conditions are difficult to predict, and the Tactors described sbove, or ether facters, may lead to adverse impacts on global trade
levels and flows, economic growth, and financial market and political stability, all of which could adversely affect the demand for, and supply of, Philips” products and services.
This may resultin a material adverse impact on Philips’ business, financial condition, and operating results. These factors could also make it more difficult to budget and to
make reliable financial forecasts or could have a negative impact on Philips’ access te funding,

Philips may be unable to shift to the health technology sclutions and services business model

With Philips’ foeus on health technology, our business model [s transforming from transactlonal, product-focused business models to outcome-oriented, multi-year customer
partnerships enabled by solutions and value-added services. If this transformation is made too slowly or is not successful, Philips may not meet the expectations of patients
and other stakeholders in the Heafth Technology business environment. It may face a loss of custorner relevance, fail to capture growth, and lose market share, In additlen,
because of our health technology focus, Fhilips may have a reduced ability te offset potential nagative impacts (including, but not limited to, impacts on sales, operating
results, liabilities, compliance, financing) on its health technology business by other businesses through a more diversified portfolio. As a result of the shift to a soluticns and
services business model, Philips is becoming more dependent on a number of key customers for lohg-term recurring revenues, thus increasing the risk that the joss of, or a
significant reduction in, orders from ane or more of our key customers could cause a significant dacline in our revenues. Any of these factors may have a material adverse
impact on Philips’ brand value and reputation, business, financial condition, and operating results. More specific Health Technology risks and their potential impacts are
included in the Operational, Financial and Complianze risk sections below as well as in the Note Contingencies.

Phiflips may be unable to gain leadership in health informatics

New digital technologies and ways of conducting business are fundamentally changing the health technology industry, and thus our competitive business enviranment, Akey
trend, started in radiology, is the application of artificial intelligence {Al} and machine learning {ML) to drive quality and efficiency in clinical and operational workilows.
Another trend, accelerated by the pandermnis, is the shift toward cloud-based Software as a Service (Saas) business models and remetely upgradable and serviceabls systems
with suites of apps. These new types of offerings are enabled by hybrid cloud/on-premise digital platforms, Cur informatics and systems businesses may fall behind established
and new 'horn digital’ competitors if Philips fails to.In a timely way, develop tha requisite capabilities, adjust its business madals, and find ways to globally commercialize new
praducts and servicas at scale, This could result in an inability to satisfy customer and patient needs, thereby missing out on revenue and margin growth opportunities, which
may have a materiz| adverse impact on Philips’ business, finandial condition and operating results,

Acquisitions could fail to deliver on Philips” business plans and valie creation expectations, and we may not be able to successfully integrate acquired
operations

Selected acquisitions have been, and are expected te remain, part of Philips’ growth strategy. We may not be able to successfully or efficiently mtegrate new acquisitions with
our existing operations, culture and systems, which may expose Philips to risks in areas such as sales and service, logistics, guatity, regulatory compliance, legal claims,
information technology and finance. Integration challenges may adversely impact the realization of value creation expectations, Transactions may incur significant costs, result
in unforeseen operating difficuliies, divert managemeant attention from other businass pricrities, and may ultimately be unsuccessful. Cost savings expected o be
implemented, or other assumptions underlying the business case relating to a particular acquisition, may not be realized. If we are unable to accomplish any of our chjectives
in respect of any of our new acquisitions, we may not realize the anticipated benefits of such acquisitions and we may experience lower than anticipated profits, or even incur
lossas, Acquisitions may also lead to a substantial increasz in long-fived assets, Including goodwill, which may later be subject to write-down if an acquired business does not
perform as expected, which may have a material adverse effect on Philips’ earnings.

Philips may be unable to meet internal or external aims or expectations with respect to ESG-related matters

Environmental, Social and Governance {ESG) factors may directly and indirectly impact the business envirenment in which Philips operates. Philips may, from time to time,
disclose ESG-related initiatives or aims in cannection with the conduct of its business and oparations (for example, with respect to reducing greenhouse gas emissiens in its
supply chain}, Howevar, thera is no guarantee that Philips will be able to implement such initiatives or meet such aims within anticipated timeframes, or at all, In addition,
there is an increasing focus from Philips’ stakeholders — including customers, employees, regulators, and invastors — an ESG matters, and those stakehelders may also have
ESG-related expectations with respect to Philips’ business and operations, For example, customers may focus on ESG-related criteria in buying our products, and any inability
by Philips te address concerns about ESG-related mattars could negatively impact sentiment towards Philips and our products and brands, There are an ingreasing number of
regulatory and legislative initiatives in the EU and other jurisdictions to address ESG issues, which will or may {if implemented) require Philips to significantly increase the scopa
of mandatory ESG disclosures. They will or may {if implemented) require Philips to identify and act on adverse environmental and human rights impacts across the organization
and potentially the entire value chain, beyond our current efforts. These regulatory and legislative initiatives, In turn, could also affect how customers or other stakeholdars
perceive aur products ar business operations. If our products or business operations do net meet the eriteria for sustainability according to, for example, the EU Taxonomy
Regulation {Including the retated delegated regulations) or any other stmilar regulations, this may negatively affect how custormers or other stakeholders view Philips. Phillgs
may fail to fulfill internal or extarnal ESG-related initiatives, aims or expectations, or be perceived to do so, or we ray fail adequately or accurately to report performance or
develapments with respect to such inltlatives, aims or expectations. In addition, Philips could be criticized or held responsible for the scope of its initiatives or goals regarding
ESG matters. Any of these factors may have an acverse impact on Philips’ reputation and brand value, or on Philips” business, financial condition and operating results.

Philips may be unable to secure and maintain intellectual property rights for its products and services or may infringe others’ intellectual property rights
Philips is dependent on its ability to obtain and maintain [icenses and other intettectual property {IP} rights covering its products and services and its design and manufacturing
processes. The IP portfolia is the result of an extensive IP generation process that could be influenced by a number of factors, including innovation and acuuisitiens. The value
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of the IP portfolio is dependent on the successful prometion and market acceptance of standards (co-)developed by Philips. This is particularly applicable to the segment
‘Other', where llcenses from Philips to third parties generate [P royalties and are important to Philips’ results of operations, The timing of licenses from Philips to third parties
and associated revenues from IP royaltles are uncertaln and may vary significantly from period to period. Additionally, royalties are often based on sales by third parties,
creating an exposure to macroeconomic effects and continuity of these third parties, A loss ar impalrment In connection with such licenses to third parties could have a
material adverse Impact on Philips’ financial condition and operating results. Philips is also exposed to the risk that a third party may claim to own IP rights to technelogy
applied in Philips’ products and services. If any such clalms of infringement of these 1P rights are successful, Philips may ba required to pay damages to such third parties or
may incur other costs or losses,

Operational risks

Products and services may fail quality or security standards, which may adversely affect patient safety and customer operations

The safety of patients and our reputation depends on the safety and quality of our products and services, Our products and services, either new and/or in field use by our
custarners, may fail to meet product quality or product security standards. In particular, Philips is exposed to the ongoing impact of the Resplronics voluntary recall and related
matters. Please refer ta the section Quality & Regulatory and patient safety and the Note Contingencies. If products fail to meet product guality and/or security standards, this
may cause (patient) harm, negatively impact customer operations and their ability to provide healtheare, provide unauthorized access to patient records and medical devices
through cybersecurity incidents or generally cause customer dissatisfaction. Given Philips’ focus on health technalogy, products and services often require regulatory
approvals, including approval of quality and benefit/risk prior to market introduction. Many of our products also have multiple software components, which may be exposed to
security threats, including potentially in the event of obsclescence or insufficient maintenance, lssues with the quality or security of our products and services can occur as a
result of various factars, including product design, production, supnliers, materials used, installation, or newly emerging and rapidly evolving cybersecurity threats. These {and
other) issues could cause events that need to be actively addressed, which may lead to {amongst others) higher costs of design, market de-activation, stop use, field recalls and
repairs, finandial claims and liabilities, damage to our brand reputation, competitive disadvantage, regulatary non-compliance (refer to the section Compliance risks), consent
decrees or losing our license to operate for products or access to markets, Any of these may have a material adverse impact on Philips’ business, financial condition and
operating results,

Notwithstanding the proliferatian of technology and technology-based contral systers to detect defects or other errors in sur products bafore they are released, our business
ultimately relies on people as our greatest resource, and, from time to time, they make mistakes or engage In violations of applicable policies, laws, rules or procedures. These
events are not always caught immediately by our technalogical processes or by our controls and other procedures, which are intended to prevent and detect such errors or
violations. In addition to human errar, our quality controls are also subject to overriding, as well a5 resource or technical constraints, As such, these guality controls and
preventative measures may not be effective in detacting all defects or errors in our products before they have been released Into the marketplace, In such an event, the
technological refiability and safety of our products could be below cur standards, and sur reputation, brand and sales could be advarsely affected. In addition, we could be
required to, or may find it necessary to, offer a refund for the product or service, suspend the availability or sale of the product or service, or expend significant resources to
cure the defact or error. Any of these factors may have an zdverse impact on Philips’ reputation and brand value, or on Philips’ business, financial condition and operating
resuylts.

Philips may be unable to ensure a resilient supply chain

Most of Philips’ operations are conducted internationally, which exposes Philips to supply chain challenges and uncertainties. Phillps preduces and procures products and parts
in various countries globally, including Asian countries. Disruption to production In, and shipping from, Asian countries could have a disproportionate impact on our business
compared to disruptions in other markets, The preduction and shipping of products and parts, whether from Philips or from third parties, could be interrupted by various
external factors, such as geopolitics {for example, US-China relatlons and protectionist measures taken in other markets), regional confficts, natural disasters or extreme
weather events (the effects of which may be exacerbated by climate change), container imbalances, port congestions, and continued uncertainty related to COVID-19
measures (particularly in China), Throughout 2022 we experienced supply chain headwinds and expect these to continue throughout 2023, Currently, cormponents are scarce,
Global supply constraints and cost impacts as a resuft of worldwide economle disruptions, electronic component shortages, fear of future or ongoing pandemics, inflation, and
geopolitical events, including the war in Ukraine, are impacting our ability to procure components. Gbtaining alternative sources of components could involve sighificant costs
and regulatary challenges and may hot be available to us on reasonable terms, if at all. As a health technology company, Phifips is dependent on the availability of compeonents,
including semicenductors. Semiconductors have baen subject 1o an ongoing global supply shortage, At the same time our product design may include chsolescent
semiconductors and other components. If semiconductor shartage continues, we may experience delays, preduction interruptions, Increased costs, the need to make
engineering design changas or the inability to fulfill customer demand, any of which could adversely affect our business and financial perfermance. Philips, our customers, our
suppliers, and our third-party service providers may also be exposed to labor shortages, potentialiy as a result of COVID-19. These factdrs may cause increased lead times and
adversely impact our productich capacity, which may negatively Inmpact the delivery of products and services to customers, for example the postponement of eguipment
installations in hespitals, If Philips is not able to respond swiftly to those factors, this may result In 2n inability to deliver on customer needs, ultimately resulting in loss of
revenue and matgin,

A general shortage of energy, materials, (sub-Jcomponents ar means of transportation may drive fluctuationsin price. Philips purchases raw materials, including rare-earth
metals, copper, steel, aluminum, noble gases and oif-related products. There is no assurance that these raw materials will be available for purchase in the future. The actions
by the governments in the US, UK, and the EU in response to the war etween Russia and Ukralhe, among other factors, have had an adverse impact on the cost of the raw
materials that we purchase. Commgodities have been subject to volatile markets, and such volatility |s expacted to continue and costs to increase. Costs may also increase as a
result of stricter climate-change-related laws and regulations. Such legistation could require investments in technology to reduce energy use and greenhouse gas emissions,
beyond what we expect in our existing plans, or could result in additional and increased carbon pricing. If Philips is net able to cempensate for increased costs of energy,
[sub-Jcomgponents, (raw) materials and transportation ~ either by reducing reliance thereon or passing on intreased costs to customers - then price increases could have a
material adverse impact on Philips’ business, financial condltion, and operating results.

Philips may increase its dependency on a concentration of external suppliers, as a result of the continuing process of creating a leaner supply base and launching initiatives to
replace internal capabilitias with less costly outsourced products and services. These initiatives alse need to be balanced with lacal-market value-creation requirements,
including these relating to local manufacturing and data storage, Although Philips works closely with its suppliers to avoid supply discontinuities, there ¢an be no assurance
that Philips will nat encounter future supply Issues, causing disruptions or unfaverable conditions.

Philips may face challenges in connection with its strategy to improve execution and ather business performance initiatives

As announced in January 2023, Philips has prioritized the further strengthening of cur patient safety and quality management, our supply chain operations, and the
simplification of the erganization and the ways we work. If we do not effectively manage the necessary changes, inctuding any upgrades to Philips’ IT architecture, this may
result in us not realizing our business ambitions with respect to growth, safety, quality, operational excellence, productivity and solutions delivery, amongst others, andfor may
cause business discontinulties, There can be no assurance that the recantly announced changes In operating model will be successful in supporting Philips’ strategy or
improving Philips' results of operations, and Philips may need to undertake further restructurings in the future. if the recently announced restructuring or any future
restructurings ultimately prove unsuccessful or have a matarial adverse effect on Phillps’ reputation and brand value, Philips’ business, financial condition, and operating
results could he materially adversely affected.

Philips continually seeks to create a more open, standardized, and cost-effactive 1T landscape, Approaches include further outsourcing, offshoring, commoditization, and
ongoing reduction in the number of IT systems. These changes create third-party dependency risks regarding the delivery of IT services, the availability of IT systems, and the
functionality offered by IT systems, Although Philips has sought to strengthen security measures and quelity controls relating to these systems, these measures may prove to
be insuificient or unsuccessful, which may lead to a matertal adverse impact on Philips’ business, financial condition, and operating results.

Phitips is dependent on its people for leadership and specialized skills and may be unzble to attract and retain such personnel

In Octeber 2022 and January 2023, Philips announced a series of reductions in workforce. These restructuring measures may negatively impact Philips’ reputation andits
ability to attract and retain employses whose skills and experience are important for its business, Layoffs of skilled employees may subject Philips ta potential employment
lawsuits and benefit Philips’ competitors. Philips’ restructuring measuras may also pose operational challenges and place a substantial strain oh remaining management and
employees. The reduction in workforce may adversely affect the pace and breadth of Philips’ research and development efforts, The diversion of management time te planning
and implementing any restructuring measures may also cause dlsruptions to Fhilips* business.
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The attraction and retention of talanted emplovees is critical to Philips’ succass, and the loss of employeas with specializad skills could result in business interruptions. There is
fierce competition for talent in key capability segments, and there is a heightened expectation of attrition post-pandemic. The announced organizational restructuring may alsc
impact employee engagement. These factars may affect Philips’ ability to attract and retain critical talent. Post-COVID-19 adjustiments such as hybrid working may continue to
present challenges to team interactions and the onboarding of new people. If employees perceive our post-COVID-19 approach to working to be inadequate, overly
burdensome, or prefer the safety or convenience of working from home, employees may choose to terminate their employment with us, productivity may decline, or we may
experlence employee unrest, slowdowns, stoppages or other dermands. Philips Is competing for the best talent and most sought-after skills, and there is ho assurance of
succeeding compared to other companies in attracting and retalning the highly gualified employees neaded in the future. Wage inflation is increasing the competition for
talent and the cost of labor. This may negatively impact our ability to deliver on our strategic imperatives, and if we are unahle to offset the increased costs of labor through
higher selling prices, then tising costs could alse have 8 material adverse impact on Philips’ business, financial condition and operating results.

Phillps could be exposed to a significant enterprise cybersecurity breach

Philips relies on information technology to cperate and manage its businesses and store and process confidential data {relating to patients, emplovees, custemers, intellectual
property, suppliers and other partners). Philips’ products, solutions and services increasingly contain sophisticated and complex information technology. The healthcare
industry Is subject to strict privacy, security and safety regulations with regatd to a wide range of health informaticn, At the same time, gecpolitical conflicts and criminal
activity continue to drive increases in the number, severity, and sophistication of cyberattacks globally. Considering the general increase in cybercrime, our customers and
other stakeholders are becoming more demanding regarding the cybersecurity of our products and services. As a global health technology company, Philips is inherently and
increasingly exposed to the risk of cyberattacks ahd potential impact of attacks on eur suppliers. Information systems may be damaged, disrupted {including the provision of
services to customess), of shut down due to cyberattacks. In addition, breaches in the security of cur systerns {or the systems of our customers, suppliers, or other partners}
could result in the misapproptlation, destruction or unautherized disclosure of confidential infermation {including Intellectual property) or personal data belonging te us or our
employees, customess, suppliers or other partners, These risks are particularly significant with respect to patient medical records. Cyberattacks may result in substantial costs
and other negative consequences, which may include, but are not lirited to, lost revenues, reputational damage, remediation and enhancement costs, penalties, and other
liabilities to regulators, customers and other partners. Philips has not encountered any material breachas or other cybersacurity incidents in 2022, While Philips deals with the
operational threat of cybercrime on a continuaus basis and has so far been able to prevent significant damage or significant monetary cost in taking correctlve action, there
can be no assurance that future cyberattacks will nat result T significant of other consequences than as described above, which may result in a material adverse impact on
Philips’ business, financial condition and operating results,

Philips may face challenges ta drive excellence and speed in bringing innovations to market

To gain sustainable competitive advantage and to deliver an our purpose and the Quadruple Aim (better health outcomes, improved patient experience, improved staff
experience and lower cost of care), it is important that Philips continues to Innovate and delivers these innovations to the market on a timely basis, The emergence of new low-
cost competitors, particularly in Asia, further undarlines the importance of improvemants in the innovation process. Succass in launching innovations depends on a number of
factors, including development of value propositions, architecture and platform creation, product development, market acceptance, production, and delivery ramp-up. It is
also dependent on addressing potential quality issues or cther defects in the early stages of introduction, and an attracting and retaining skilled employees, Costs of
developing hew products and solutions may partially be reflected on Philips’ balance sheet and may be subject te write-down of Impalrment depending on the performance of
such products or services. The significance and timing of such write-downs or impairments are uncertain, as is the ultimate commercial success of new product introductions.
Accordingly, Philips cannot determine in advance the ultimate effect that innovations will have on its financial condition and operating results. If Philips fails to create and
commercialize its innovations at scale, it may lose imarket share and competitiveness, which could have a material adverse effect on its financial condition and operating
results.

Pandemics could have an adverse effect on Philips’ cperations and employees

Although the ability to manage pandemics {for example, resurgenzes of COVID-15 or mutations thereof} has kmproved, pandermics ray continue te affect Philips’ operations
and results in 2023 and Philips expects uncertainty and volatility refated to the Impact of pandemics and the lecal response policies thereto, In China in particular given our
footprint in China and recent developments in China to loosen restrictions and countervailing measures imposed by other countries. This is driven by, amang other things, the
extent and depth of government policies te restrict the spread of viruses, the effectiveness of vaccination programs, the appearance of mutations, ahd the emergence of new
virysas that may causa new pandemics, COVID-18 and other pandemics may continua to impact delivery an our triple duty of care in various ways: the health and safety of our
employees {in our various warking envirenments}; meeting critical custamer needs (for example, our production capacity and our ability to deliver, install and provide
services); and business continuity {for example, our functional operations, supply chain, and commercial processes). In 2022, we have gradually reopened our offices maostly
applying a hybrid schedule. For further discussion or the risks related to hybrid working, see the risk factar *Philipsis dependent on its people for leadership and specialized
skills and rnay be unzble to attract and retain such personnel”. The expectation ramains that responses to the risks of COVID-19 continue to require effort and expense and
may negatively affect Philips’ business, financlal conditions, and results of operations, In addition, Philips’ customers may not yet be fully focused on making new investments
in medical equipment while recovering from COVID-19 disruptions, or they may be facing liquidity issues caused by COWD-19, which may adversely impact Philips' revenue
and cash flow generation.

Financial risks

Philips is exposed to a variety of treastry and financing risks, including liguidity, currency, credit and country risk

Negative developments impacting the liquidity of global capital markets could affect Philips’ ability te raise or refinance debt in the capital markets or could lead to significant
increases in the cost of such borrowing in the future. If the markets expect a downgrade by the rating agencies, or if such a downgrade has actually taken place, this could
increase the cost of borrowing, reduce olr potential investoi base and adversely affect our business,

Philips” financing and liquidity position may also impact its ability te implement or complete any share-buyback program or distribute any dividends in accordance with its
dividend policy or at all. Any anhounced share-buyback prograim or dividend policy may alsc be amended, suspended or terminated at any time, including at Philips’ discretion
oras a result of applicable law, regulation or regulatory guidance, and any such amendment, suspension or termination could negatively affect the trading price of, increase
trading price volatility of, or reduce the market liquidity of Philips’ shares or other securities. Additionally, any share-buybadk program or distribution of dividend eould
diminish Philips’ cash or other reserves, which may impact its ability to finance future growth and to pursue potential future strategic opportunities, Any share-buyback
program or dividend payment will depend on factors such as availability of financing, liquidity position, business outleak, cash flow requirements and finandial perfermance,
the state of the market and the general economic climate, and other fastors, Including tax and cther regulatary considerations. Philips and its subsidiaries may alse be subject
to limitations en the distribution of shareholders’ equity under applicable law,

Philips operates in over 100 countries and Its reported earnings and equity are therefore inevitably exposed to fluctuations in exchange rates of foreign currencies against the
eura, Philips’ sales and net investments in 'ts forelgn subsidiaries are sensitive in particular to mevernents in the US dollar, Japanese yen, Chinese renminki, and a wide range
of other currencies from devaloped and emerging economies. Philips’ sourcing and manufacturing spend is concentrated in the EU, the US and China. Income from aperations
is particularly sensitive to movements in currencies of countries where Philips has no or very small-scale manufacturing/local sourcing activities but significant sales of its
products or services, such as Japan, Canads, Australia, the United Kingdom, and a range of emarging markets, such as South Korea, Indonesia, India and Brazil. Phifips’
aperations in all segments were scaled back in Russia and Ukraine in 2022, which together reprasented less than 2% of group sales in 2021 and in 2022. The asset value of the
activities in Russia and Ukraine were less than 1% of the consolidated total assets of the group as of December 31, 2022. While there have been no significant asset write-
downs to date in Russia and Ukraine, we continue to closely monitor developments in this regard,

in view of the lang lifecycle of health technology solution sales and long-term strategic partneiships, the financial tisk of counterparties with cutstanding payment obligations
creates exposure risks for Phitips, particularly in relation to accounts receivable from customers, liguid assets, and the fair value of derivatives and Ihsurance contracts with
finandial counterparties. A default by counterparties in such transactions can have a material adverse effect on Philips' financial condition and operating results.

Contingent liabilities may have a significant impact on the cempany’s censelidated financial position, results of operations and cash flows. For an overview of current cases
please refer to the Note Contingenties.
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Philips is exposed 1o tax risks which could have a significant adverse financial impact

Philips is expesed to tax risks which could result in double taxation, penalties and Interest payments, The source of the risks could originate from local tax rules and regulations
as well as international and EU regulatory frameworks. These include transfer pricing risks on internal cross-border deliveries of goods and services, as wel| as tax risks relating
te changes in the transfer pricing model. Examples of Initlatives that may result In changlng tax rules and regulations include, but are not limited to, the OECD/G20 Inclusive
Framework to address the allocation of income to user markets (“Pillar One”} and a 15 per cent, minimurn income tax rate (“Pillar Twe”), The fermal adoption of Directive (EU)
202272523 (the "Pillar Twe Diractive”) per December 2022 aims to achieve a coordinated implementation of Pillar Twa in EU Member States, which is expected to have an
effect on the draft Dutch legislative proposal for the propesed Minimum Tax Rate Act 2024 {the “MTR Act”) Phifips Is closely monitoring these developments, but does not
currently expect that it will be affected by Pillar Cne implementing measures (subject to clarity on final regulations), Howevar, Philips may be affected by the "MTR Act”
following its implementation, which Is expected to occur on 1 January 2024, and other regulations and rules that have been, or will be, enacted to implement Pillar Two (for
example, any implementing acts in EU Member States In respect of the “Pillar Twe Directlve®), This may Impese an additional tax burden and increase Philips’ tax compliance
reguirements, Furthermore, Philips is exposed to tax risks related to acquisitions and divestments, parmanent establishments, tax loss, interast and tax eradits carried forward,
and potential changes In tak law that could result in higher tax expenses and payments. The risks may have a significant impact on lecal financial tax results, which, in turn,
could adversely affect Philips' financtal condition and operating results, The value of the deferred tax assets, such as tax losses carrled forward, is subject to the availability of
sufficient taxable income within the tax loss-carry-forward period. It is zlso subject to the availability of sufficient taxable income within the foreseeable future, In the case of
tax lasses carried forward with an indefinite cariy-forward period. The ultimate realization of the company’s deferred tax assets is uncertain, Accordingly, there can be no
absolute assurance that all deferred tax assets, such as (net} tax losses and credits carriad forward, will be realized,

Flaws in internal contrals could adversely affect our financlat reporting and management process

Accurate disclosures provide investors and other market professionals with significant information for a better understanding of Philips” businesses. Failuresin Internal controls
ar ather issues with respect to Philips' publlc disclosures, including disclosures with respect to cybersecurity risks and incidents, could create market uncertainty regarding the
reliability of the informatian (including financial data) presented. This could have a negative impact on the price of Philips securities. In addition, the reliability of revenue and
expenditure data is key for steering the businesses and for managing top-line and bottem-ine growth. The leng lifecycle of health technology solution sales, from order
acceptance to accepted installation and servicing, togather with the complexity of the accounting rules recognizing revenue in the accounts, presents a challenge in terms of
ensuring conhsistent and correct application of the accounting rules throughout Philips’ global business. Significant changes in the way of working, such as hybrid working and
shifting processes to remote Global Business Services locations, may have an adverse impact on the control envirenment under which controls are executed, monitored,
reviewed and tested. Any flaws in internal controls, or regulatory or investor actions in connection with flaws in internal controls, could have a material adverse effect on
Philips’ business, financial conditlon, operation results, and reputation and brand.

Global inflation could materially adversely impact our business and results of eperations

Changes in macroeconcmic conditions, supply chain conhstraints, labor shortages, the conflict in Ukraine, and steps taken by governments and central banks, particularly in
respense to the COVID-12 pandemic as well as other stimulus and spending programs, have led to higher inflation, which is likely, in turn, to lead to increased interest rates
and adverse changes in the availability and cost of capital, These inflatiosnary pressures could affect our manufacturing costs, operating expenses (including wages), and other
expenses. We may not be able to compensate for increased costs by driving productivity to reduce costs and by passing these cost increases onh through price measures ina
timely manner, if at all, which could have an Impact on cur gress marging and profitability. Inflation may also cause our customers to reduce or delay orders for our products,
which could have a material aclverse effact on our business, results of operations, and cash flows,

Compliance risks

Philips is exposed to risks of non-compliance of its products and services with various regulations and standards, including quality, product safety and
security

Qur reputation and license to operate depends on cur compliance with global regulations and standards. In particular, Philips is exposed to the chgoing impact of the
Respironics valuntary recall and related matters, Please refer to the section Quality & Regulatory and patient safety and the Note Contingencies, Philips operates in a highly
regulated health-technelogy product safety and quality environment and its products and services, including parts or materials from suppliers, are subject to regulation by
various government and regulatory agencies, e.g., FDA (US), EMA (Eurcpe}, NMPA {China), MHRA {UX), ASNM {France), BfArM {Germany), and IGZ (the Netherlands). tn the EU,
the Medical Device Regulation {EU MDR) became effective in May 2021 and imposes significant additional pre-market and post-market requirements. Examples of other
product-related regulations are the FU's Waste from Electrical and Electronic Equipment {WEEE}, Restriction of Hazardous Substances {RoHS), Registration, Evaluation,
Autharization and Restriction of Chemicals (REACH) and Enargy-using Products {FuP) regulations. We are subject to various domestie, EU, US and foreign envirehmental laws
and regulations, which are continuing to develop. Any failure to comply with such laws and regulations could jeopardize product quality, safety and security and/or expose us
o lawsuits, administrative penalties and civil remedies, which may have 2 material adverse impact on Philips’ business, financial condition and operating results.

Philips has abserved an increase in safety and security reguirements Tn a variety of new and upcoming leglsiation dealing with market access of consurmer goods, medical
devices, information and communication technology products, (cloud) services, and specific areas such as data protection, Al, and supply chain, Both regulators and customers
require us to demonstrate legal compliance and adequate security management using national and international standards and associated certifications, Non-compliance with
canditions imposed by regulatory authorities could result In product recalls, a temporary ban on products, stoppages at production facilities, remediation costs, fines,
disgorgements of profits, and/for clims for damages. Product safety incidents or user concerns could jeopardize patient safety and/or trigger inspections by the FDA or other
regulatory agencies, which, if failed, could trigger the impacts described above, as well as other consequences. These lssues could adversely impact Philips” financial condition
or aparating result through lost revenue and cost of any required remedial actions, penaities or claims for damages. They could also negatively impact Philips’ reputation,
brand, refationship with customers and market share,

Phifips is exposed to the risks of nan-compliance with bustness conduct rules and regulations, including privacy and upceming ESG disclesure and due
diligence requirements.

In the exacution of its strategy, Philips could be exposed o the risk of non-compliance with business conduct rules and regulations and our General Business Principles,
including, but not limited to, patient safety, quality, anti-bribery, healthcare compliance, privacy and data protection, as well as upcoming ESG disclosure requirements and due
diligence requirements. This risk is heightened n growth geographies, as the legal and regulatory environment is less developed compared to mature geographies. Examples of
compliance risk areas include commission payments to third parties and remuneration payments to agents, distributors, consultants and similar entities, as well as the
acceptance of gifts, which may be considered in some markets to be normal local business practice. The ongoing digitalization of Philips” products and services, including its
processing of personal data, increases the Importanse of compliance with privacy, data protection and similar laws. These risks could adversely affect Philips' financial
condition, reputation and brand and ttigger the additional risk of exposure to governmental investigations, inguiries and legal proceedings and fines, In various jurisdictions,
ESG disclosure requirements are currently being drafted. In Europe, the Corporate Sustainability Reporting Directive has been approved. European Sustainability Reporting
Standards {ESRS) will be adopted in 2023 and will significantly increase the scope of mandatory ESG disclosures. Also, the propesed European Corperate Sustainability Due
Diligence Divective will {if implemented} requive companies Lo identify and act on adverse environmental and human rights impacts across their erganization — and potentially
their entire value chain, Failure 1o meet these requirements could trigger the additional risk of exposure to inquiries from supervisory bodies and adversely affect Philips'
reputation and brand, or could adversely impact Philips’ financial cendition or oparating result through lost revenue and cost of any required remedial actions, penalties or
claims for damages.

For further details, please refer to the sub-section Legal proceadings within the Note Contingencies.



10 Supervisory Board

in the two-tier corporate structure under Dutch law, the Supervisory Board Is e separate body that is independent of the Board of Management and the company. The
Supervisory Board supervises the policies, management and general affairs of Philips, and assists the Board of Management and the Executive Cornmitiee with advice. Please
also refer to Supervisory Board within the chapter Corporate governance.

Feile Sijbesma 23

Born 1959, Dutch

Chairman of the Supervisory Board since May 2021

Chalrman of the Corporate Governance and Nomination & Selection Committee

Member of the Supervisory Board since 2020; first term expiresin 2024

Former CEO and member of the Managing Board of keninklijke DSM NY. Currently Honerary Chairman of Koninklijke DSM NV, member of the Supervisory Beard of Dutch Central Bank {DNB), nen-
executive Directer of Unilever NV, Co-Chair of the Global Climate Adaptation Center and Member of the Board of Trustees of the Worid Economic Forum,

Chua Sock Koong 1)

Barn 1957, Singaparean

Member of the Supervisory Board since 2021; first term expires in 2025

Formetr Group CEQ of Singapore Telecommunications Limited and currently member of the Board of Directors of Prudential ple, Bharti Airtel Limited, Bharti Telecom Limited
and Ayala Corparation. Member of the Council of Presidential Advisars of Singapore, Deputy Chairman of the Public Service Commisslon of Singapare,

Liz Doherty 1

Born 1957, British/Irish

Chalrwoman of the Audit Committee

Member of the Supervisory Board since 2019; first term expires in 2023

Foirmer CFO and baard member of Reckitt Bencklser Group PLC, former CFO of Brambles Ltd, former non-executive directar and audit committes member at Delhaize Group, Nokia Corp,, SABMiller
PLC and Dunelm Group PLC. Currently, mermber of the Supervisory Board and Chalrwoman of the audit committes of Novartis AG and of Carbion N.V. Feflow of the Chartered Institute of Management
Accountants, Fermer not-executive board member of the UK Minfstry of Justice and of Her Majesty’s Courts and Tribunals Service (UK). Currently advisor to GBfoods SA and Affinity Petcare SA,
subsldiarles of Agrolimen 54,

Marc Harrison 4

Born 1864, American

Mamber of the Supervisory Board since 2018; sacond term expiras in 2026

Former President and Chief Executive Oificer of Intermountain Healthcare and fermer Chief of International Business Development for Cleveland Clinic and Chlef Executive Oificer of Cleveland Clinic
Abu Dthabi, Currently Executive leading Health Assurance at General Catalyst,

Peter Loscher 1 4
Born 1957, Austrlan

Member of the Supervisory Board since 2020; first term expires in 2024

Former President and CEO of Slemens AG, President of Global Human Health and Member of the Execulive Board of Merck & Co., President and CEQ of GE Healthcare Bio-Sciences and member of
GE"s Corporate Executive Coungil, CE0 and Delegate of the Board of Directors of Renova Management AG, Currently member of the Board of Directors of Telefnica 5.A. and Chalrman of the
Supervisery Board of Telefénica Deutschland Holding AG, Nen-Executive Director of Thyssen-Bernemisza Group AG and Doha Venture Capital LLC and Senfor Advisor at Bain Capital Private Cquity.

Indra Nooyi 3

Born 1955, American

Member of the Supervisory Board since 2021; first term expires in 2025

Former CFO and Chairman and CEO of PepsiCo. Currently member of the Board of Directors and Chair of the Audit Committee of Amazon, Inc. Member of the International
Board of Advisors of Temasek, member of the Board of Trustees of the Memerial Sloan Kettering Hospital.

Sanjay Poonen 1)

Born 1969, American

Member of the Supervisory Board since 202%; first term expires in 2026

Former Chief Operating Officer at ViMware and Fresident at SAP. Currently CEO and President of Cohesity and member of the Board of Directors of Snyk.

David Pyott 24

Born 1953, British/American

Chairman of the Quallty & Regulatary Committee

Member of the Supervisory Board since 2015; second term expires in 2023

Former Chairman and Chlef Executive Officer of Allergan, Inc. and former Lead Director of Avary Dennlson Corporation, Currently member of the Board of Directars of Alnylam Pharmaceuticals Inc.,
Biotarin Pharmaceutical Inc. and Pliant Therapeditics. Deputy Chaltman of the Governing Board of London Business Schaol, member of the Board of Trustees and Executive Comrmitiee of the
California [nstitute of Technelogy, President of the Ophthalmology Foundation and President of the Advisory Baard of the Foundalion of the American Academy of Ophthalmology.

Paul Stoffels 2 3}

Born 1962, Belgian

Vica-Chaivman and Secretary

Chairman af the Remuneration Commiktee

Member of the Supervisory Board since 2018; second term expires In 2026

Fermer CECQ of Vires, Chairman of Tibotee, worldwide Chair of Pharmaceuticals st Jahason & fohnson and Chief Scientific Officer & member of the Executive Committee atlohnson & Johnson.
Currently CEO and Chairman of the Board of Directors of Galapagos NV,

Herna Verhagen %

Born 1966, Dutch

Member of the Supervisory Board since 2022; first term explres in 2026

Currently CED of PostML, member of the Supervisory Board of ING Groep N.M,, member of the Supervisory Board of Het Concertgebouw NV, member of the Advisory Board of
Goldschmeding Foundation and member of the executive committee and general board of VNOQ/NCW [Confederation of Netherlands Industry and Employers).



For a current overview of the Supervisary Board members, see also https:/fwww.philips.com/a-w/about/supervisory-board.html

% member of the Audit Committes
# member of the Renuheration Committee

2 member of the Corporate Goverpance and Nomination & Selection Commiltee
4 member of the Quality & Regulatory Commlttee
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Letter from the Chairman of the Supervisory Board

Dear Stakeholder,

2022 was an extremely challenging year for Philips, which was reflected in a disappointing set of results. The company faced significant issues, including the conseguences of
the Philips Respironics recall, supply chain znd inflaticnary pressures, the war In Ukraine and the COVID sifuaticn in China, which all contribuied to the helow-par business and
financial petformance. These developments had a significant impact on our sharsholders and employees. In that context, we greatly appreciate the trust our customers show
in us, as reflacted in our order hook.

Mindful of the serfousness of the situation, the Supervisory Board is fully committed to supporting management in leading the company out of its current difficulties and
towards a future of progressive value creation with sustalnable impact, As we explain In our Report, the Supery|sory Board spent many sessions in 2022 engaging with the
Board of Management and closely and actively reviewing key pricrity issues and actions to put Philips back on a value creation track for its stakeholders.

In the course of the year, our succession planning - during which we extensivaly avaluated internal and external candidates — resulted in the appointment of Roy Jakobs as CED
of Philips, The Board recognizes the portfolio transformation of Philips over the last decade into 2 focused, global solutions leader in health technalogy, which needs further
performance improvement on several aspects. Our Board is conyinced that Roy Is the right CEC to teke Philips to the next level of performance, by triving execution of the
strategic plan and the firm measures announced in the October and January releases, Our Board focus ts fully aligned with the company’s prioritias: driving quality, completing
the recalt, improving supply chain and business performance, and simplifying the organization. We continue to offer the leadership team our support wherever applicable,

The Supervisory Board knows that addressing the Philips Respirenics recall and strengthening gatient safety and quality is Philips' first priotity, We feel encouraged by the most
recent update around the recall, as the company strives to finalize remediation and testing, We fully understand the impact this issue has had on patients, clinicians, care
ghvers, as well on regulators and investors. We are pleased to note that by year-end 2022, following the substantial ramp-up of capacity, Philips Respironics had completed
around 50% of the production required for the defivery of replacement devices to patients, We are also encauraged by the complete set of test results for the first-generation
Dream$tatian (D$1), which accounts for over twao thirds of the sleep therapy devices subjected to the recall.

The Supervisory Board also discussed the supply chain situation fraquently and tn depth in 2022 — both the external situation and the improvements needad internally to
improve business and financial performanca.

The Supervisory Baard supports the simplification of Phillps’ organizational structure, where the businesses are leading, supparted by the regions and global functions, with
more focused KFls. The workforce reductions announced in October 2022 and January 2023 were difficult, yet necessary measures as the company as drives a major step-up in
productivity, including focusing its RE&D activities on fewer, yet more impactful projects. Philips will strive to implement these reductions with due respect for every amployee
affected and in line with 2l focal rules and regulations.

Changes to the cormposition of the Supervisory Board

At the Annual General Meeting of Shareholders held in May 2022, the Supervisory Board was strengthened by the additien of Herna Verhagen and Sanjay Poonen as new
members, With her proven track record in driving a custemer-first company culture and a background in e-commerce logistics, Herna Verhagen has brought valued and new
perspectives to the Supervisory Board, while Sanjay Poonen’s axtensive experience in enterprise IT and cloud-enabled business maodels has further strengthened the
Supervisory Board's digital competencies. | also wish to thank Neelam Dhawan, who stepped down at the end of the 2022 AGM, for her long-term counsel and support.

Together with my fellow Supervisory Board members, | look forward to providing further oversight of Philips as the company addresses the key priorities for its recovery and at
the same time continues ta deliver on its purpese of improving pecple’s heslth and well-being threugh meaningfutinnovation.

Feike Sijbesma
Chairmen of the Supervisory Beard

Introduction Supetvisory Beard repart

The Supervisory Board supervises, advises and challenges the Board of Management in performing their management tasks, as well as setting and executing the strategy of the
Philips Greup. As members of the Supervisory Board, we act in the interests of Royal Philips, its businesses and all its stakeholders, This report includas a more specific
description of the Supervisory Board's activities during the financial year 2022 and cther relevant information on its functioning.

2022 focus areas and activities of the Supervisory Board

In 2022, Philips’ performance continued to be impacted by the Philips Respironics voluntary recall and operational and supply challenges, such a shortage of electronic
components, longer shipping timelines, and disruptions at suppliers caused by the COVID-19 pandemic, which also affected Philips’ manufacturing sites in China. The company
also faced cther headwinds, such as inflatichary pressure and the Russia-Ukraine war. These headwinds negatively impacted the conversion of the company’s strong order
book inta sales and the 2022 margin, Furthermare, performance continued to be negatively impacted by the consequences of the Philips Respirenics voluntary recall
netification in the Sleep & Respiratory Care business in June 2021.

Against this background, the Supervisory Board was regularly updated by management on the company’s performance and outlook, and the Supervisory Board engaged in
discussions with management on improving performance, among othars by addressing the patient safety and accelarating our focus on quality, resilience and quality of the
supply chain operations and simplifying the ways of working at Philips to improve performance and increase productivity and agility. Near term and longer-term actions to
strengthen the supply chain resilience, as proposed by management, were reviewed by the Supervisory Board.

In this context, the Supervisary Board and management also discussed the external environment in which the company operates, and the impact that the macro-economic
outlaok has on its perfarmance.

In 2022, the Supervisory Board devated considerable time to the Philips Respironics voluntary recall, s a recurring agenda item for each of its {regular) meetings, The
Supervisary Board discussed and tracked the progress made with the repair and replacement program, as wefl as the comprehensive test and research appraach far the CPAPR,
BiFAR and mechanical ventilator devices affected. Putting the interast of patients first, the Supervisory Board asked management to keap patients regularly updated on the
status of the repair or replacement of their devices and to accelarate the repair and replacement program where possible, despite operational and supply challenges, The
Supervisary Board was also regularly updated on other aspects of the recall, such as the ongoing engagements with the US Food and Drug Administration (FDA) and other
competent authorities globally, discussions with the US Department of Justice (DO)), acting on behalf of the FDA regarding the consent decree, as wall as the ¢riminal and civil
investigation opened by the DOJ's Consurner Protection Branch and Civil Fraud Section, and the US Attorney’s Office for the Eastern District of Pennsylvania to which Philips
Respironics is subject and the ongoing class-action lawsuits and individual personal injury claims in which Philips Respironics is  defendant,

Receognizing the importance of patient safety and quality of products and solutions scld by the Philips Group generally, significant time was spent in 2022 on reviewing and
tracking progress of the company-wide program launched in 2021 {'Accelerating Patient Safety and Quality’) to improve and foster a culture, behaviors and a mindset that puts
quality and patient safety first. In the context of this program, the Supervisory Board also discussed the process framewark for product design and production controls in the
cornpany,



The Supervisory Board carefully considered the CEO successicn planning and ran an extensive selectlon and evaluation process, supported by an external executive search
firm, during which various scenarios were consldered to ensure the bast outcome. Following the completion of this process in which bath internal and external candidates
were considered and evaluated, the Supervisory Board umanimously concluded that Mr Roy Jakobs was the best candidate. The Supervisory Beard subsequently nominated Mr
Jakobs as the new CEQ/President of the company effective October 15, 2022, to allow for him to take full ownership of the 2023 budget and business plan. The Supetvisory
Board is very pleased that Philips' shareholders appointed Mr Jakobs at the Extraordinary General Meating of Shareholdars twith 99.77% of our sharehalders voting faver) held
on Septernber 30, 2022. Since the appointment of Mr Jakobs, the Supervisory Beard has been working closely with him on his key priorities to further improve and strengthen
Phillps’ performance as a leading health technology company, which priorities include: (i} further deepening the patient safety and quality capability across the company,
which includes the complation of the Philips Respironics valuntary recall; (il leading the Philips Group to resume its profitable growth trajectory by addressing current
headwinds, including strengthening the supply chain resilience as noted above; and {iii) simplificaticn of the organization te improve performance and productivity.

Following Mr Jakobs' appointment, the Supervisory Board and the Board of Management intzractad on the company's averall strategy to extend |ts leadership as a health
technology company and its plan to create value with sustainable impact towards 2025 and beyond, based on focused organic growth and scalable innevation with Improved
exacution as the key value driver, as presentad on January 30, 2023, This plan is designed to restora salas growth and improvement of profitability, including the strategic plans
and priorities of each of the segments Diagnosis & Treatment, Connected Care and Personal Health. These interactions led to the company’s ambition and productivity
Initiatives, restructuring and other actions designed to mprove its supply operations and performance, as wetl as its plans te invest in quality, simplify ways of working, remove
organizational complexity by putting businesses with single accauntability in the lead, enabled by strong regions and lean functions, and reduce operating expanses, as publicly
annaunced by management on October 24, 2022 and January 30, 2023. Furthermore, the number of key performance indicators that is used to track the company’s
performance will be significantly reduced. |n this context, the Supervisory Board |s also pleased with the sirengthening of the Executive Committee with the appointments of
Steve C. de Baca and Jeff DiLullo as members of the Fxecutive Committee, in their roles as Chief Patient Safaty & Quality Officer and Chief Market Leader of Philips North
America respectively. This includes the immediate reduction of around 4,000 roles globally across the organization announced on Cctober 24, 2022 and the further reduction
of the company’s workforce by around 8,000 rcles globally by 2025 announced on January 30, 2023,

The overview below indicates other key matters that were reviewed and/or discussed durlng one or more meetings in the course of 2022:

Capital allocation, including the dividend policy and pay-cut and the M&A framework, and specifically the company’s flexibility under its capital structure and

credit ratings to pay dividends and te fund capital Investments, including share repurchases and other corperate finance initiatives.

» The company’s liquidity position and leverage, including the measures taken to strengthen it in light of the financial underperformance of the company, These

measures Include securing a EUR 1 &illion credit facllity and executing the sett/lement of the forward contracts (entered into as part of the share repurchase

pragram announced on July 26, 2021) at the original settlement dates in 2023 and 2024 instead of in 2022 as announced on April 28, 2022,

Geopolitical developments and thelr impact on Philips” business, In particular the impact of the Russia-Ukraine war on Philips” employees and the (potential)

implications on continuity of Philips’ business in these countries.

+ Repgular review of the dashboard tracking the perfermance of the 2022 key performance indicators for the Executive Committee versus target.

» Philips’ annual management commitmants, Including the 2023 key performance indicators for the Executive Committee, the 2023 targets for such key

performance indicators, and the annual operating plan for 2023,

Guality & Regulatory compliance, systems and processes. The Supervisory Board was regularly updated on past and upcoming FDA inspections at various

company sites, including the preparations for and outcomes of such inspections. Also, refer to the Report of the Quality & Regulatory Committee.

Cwersight of the adequacy of the compainy’s Internal Control over Financial Reporting.

Enterprise risk management, including updates on and improvements to the relevant processes; the outcome of the annual risk assessment dialogue with the

Executive Committee; and an update of the top risks faced by the Philips Group, including the possible impact of such risks, as well as control and mitigation

measures. Refer to Qur approach o risk management,

+ Engagement with sharehelders on the remuneration for the Board of Management following the negative advisory shareholder vote against the 2021

Remuneration Report at the 2022 Annuat General Meeting of Shareholders. See the Letter from the Remuneration Committee Chair below for more

Information.

Succession planning for the Supervisory Board, as well as for the Board of Management and Executive Cornmittee, including the appointments of Wim

Appelo, Steve C. de Baca and leff DiLullo as members of the Executive Committee.

« The company’s People strategy and priorities, employee engagement and retention of employees, review of talent management, leadership and talent

development, leadership culture, incluston and diversity.

Following hest practices, an evaluation of the CEO succession process, with a satisfactory outcome.

Evaluaticn of the Board of Management and the Executive Committee based on the achievement of specific group and individual targets approved by the

Supervisary Board at the beginning of the year.

+ Significant civil litigation claims against, and public investigations into, Philips,

« Philips” Environmental, Social and Governance (ESG} approach, comprising an update on progress macde with respect to the 2025 ESG key programs and
sustainability commitments and aims {including circular revenues) and Philips’ aim to improve the health and well-being of 2.5 billion people per year by 203¢
thraugh meaningful innovation. The Supervisory Board was also educated on sustainability reporting requirements and requirements related to sustainability-
related financial disclosures, as well as European Union regulatory developments in this context. These include but are not limited to education on the
European Union Corporate Sustainabllity Reporting Directive and European Unlon Sustainalxility Reporting Standards and the impact thereof on reporting by
the Philips Group.

+ The agenda for the 2022 Annual General Meeting of Shareholders (held on May 10, 2022) and the Extraordinary General Meeting of Shareholders (held on
September 30, 2022] and the proposed agenda for the 2023 Annual General Meating of Shareholders {to be held on May 9, 2023).

+ The re-appointment, at the 2022 Annual General Meeting of Shareholdars, of Ernst & Young Accountants LLP as the company’s external auditor for a term of
one yea, starting on January 1, 2023, :

+ The proposed re-appoinkment of Ernst & Young Accountants LLP as the company’s external auditor for a term of one year, starting on January 1, 2024, and the
proposed appointment of PricewaterhouseCoopers Accountants NV, as the company’s new external accountant, starting on January 1, 2025 for a term of four
years, Both proposals will be submitted to the shareholders for their approval at the 2023 Annual General Meeting of Shareholders.

+ The market envireniment for global M&A activities that has slowed down in the second half of 2022 driven by growing macro-econamic challenges,

inflationary pressure and rising interest rates, as well as the company’s selective approach towards M8&A going forward and the (business} performance of

companies previously acguired by the company,

.

-

The Supervisory Board also conducted 'deep dives' into the strategy and performance of:

+ The Image Guided Therapy businesses; and
+ Philips North America and Philips International Markets, including market trends, business performance and key strategic and transformation initiatives and
priarities.

The Superyisory Board alsa reviewed Philips’ annual and interim financial statements, including Information related to ESG, prior to publication.

Supervisory Board meetings and attendance

Ih 2022, the members of the Supervisory Board convened for seven regular meetings and four extraordinary meetings, Moreaver, the Supervisory Board members collectivaly
and individually interacted with members of the Board of Management, with mambers of the Executive Committee and with senior management outside the formal
Supervisary Board meetings. The Chairman of the Supervisory Board and the CEC met regularly for bilateral discussions about the company's progress on a variety of matters.
Herna Verhagen and Sanjay Poonen were appointed to the Supervisory Board with effect from May 10, 2022, They followed an induction program and interacted with the
members of the Board of Management and various Executive Committee members for deap dives on strategy, finance and investar relations, governanca and legal affsirs,



The Supervisory Board meetings wera well attended |n 2022, All Supervisory Board members were present during the Supervisory Board rmeetings in 2022. The committees of
the Supervisory Board also convened regulariy {see the separate reports of the commlttees below) and the committees reported back on their activities to the full Supervisory
Board. In addition to the formal meetings of the Board and its committees, the Board and Committee mambers held private meetings. The members of the Supervisory Board
concluded that they devoted sufficiant time to engage {proactively if the circumstances so required) in their supervisory responsibilities.

In May 2022, some Supervisory Board members visited Philips’ Persanal Health site in Drachten, the Natherlands and some Supervisory Board members participated in an
innovation tour at the Philips site at the High Tech Campus in Eindhoven. In the course of 2022, various Supervisory Board members visited Philips” Diagnosis & Treatment
manufacturing site in Best, the Netherlands, including a visit to the Customer Experience Center. Furthermore, In june 2022, the Supervisory Board visited the headquarters of
Philips North America in Cambridge, Massachusetts, US, where the North American Research & Davelopment Center of the company is based and met with saveral key
mermbers of the North American management team.

Supervisory Board: composition, diversity and self-evaluation

The Supervisory Board is a separate corporate body that Is independent of the Beard of Management and the company. Its independent character is also reflected |h the
requirement that members of the Supervisory Board can he neither a member of the Board of Management nor an employee of the company. The Supervisory Board
considers all its membears to be Independent under the Dutch Corporate Governance Code. Furthermere, the members of its Audit Committee are ndependent under the
rules of the US Securities and Exchange Commission, applicable to the Audlt Committee.

The Supervisory Board currently consists of 10 members, in 2022, there ware a number of changes to the comjposition of the Supervisory Board, al! effective as per {the end
of} the 2042 Annual General Meeting of Shareholders. Herna Verhagen and Sanjay Pocnen were each appointed to the Supervisory Board for a term of four years. Paul Staffels
and Maric Harrison were each re-appointed for a term of four years. The term of appointment of Neelam Dhawan expired,

The Supervisory Board attaches great value to diversity in its compaosition and has adopted a Diversity Policy for the Supervisory Board, Board of Management and Executive
Committea. For more information on the Diversity Policy, please refer tc Report of the Corporate Governance and Nomination & Selection Committee. The Supervisory Board
spent titme in 2022 considering its composition, as well as tha compasition of the Executive Committae {including the Board of Management), taking into account the criteria
set forth in the Diversity Policy.

The compasition of the Supervisory Board furthermore follows its profile (which was updated in early 2023}, a3 included in the Rules of Procedure of the Supervisory Board.
The profile which aims for an appropriate combination of knowledge and experiance among the members of the Supervisory Board, encompassing general management,
international business, environmental, social and governance [ESG) and sustainability, [consumer} health and medical technology, quality and regulatory, finance and
accounting, human resources, manufacturing and supply chain, Information technology and digital, marketing, and governmental and public afairs, all in relation to the global
character of Philips” businesses. The Suparvisory Board also aims for having members with different naticnalities and {cultural) backgrounds, working experiences or otherwise
diverse gualities, as well as ohe or mere imembets with an executive or sitilar position in business o society he more than five years age, The composition of the Supervisory
Board shall furthermore be in accordance with the Dutch Corporate Governance Code best practice provisions on independence, and each member of the Supervisory Beard
shall be capable of assessing the broad outline of the overall policy of the company. The size of the Supervisory Board may vary as it considers appropriate to support its
profile.

Fffective 2022, (re-Jappolntments of members of the Supervisory Board must meet the gender guota, in accordance with Dutch law, requiring that at least one-third of the
supervisory board members are women and at least ane-third are men. (For calculation purposes, a total number of board members that cannot be divided by three, must be
rounded up to the next number that can be divided by three.) Currently, the statutory quota is met, as out of ten Supervisory Board members, four members are female and
s members are male,

In 2022, each member of the Supervisory Board completed a questionnalre to verify compliance with the applicable corperate gevernance rules and the Rules of Procedure of
the Supervisary Board. The putcome of this survey was satisfactory,

An independent external party facilitated the 2022 self-evaluation process for the Supervisory Board and its coramittees, This included drafting and submitting relevant
questionnaires, interviewing members of the Supervisory Board and aggregating and reporting on the rasults, The members of the Board of Management alse provided their
input. The questionnaires covered topics such as the composition, size, skilis and experience, geograghical coverage and diversity of the Supervisory Board, stakeholder
oversight, strategic oversight, the managament, dynamics ang focus of tha meetings of the Supervisory Beard, the effectivaness of the Supervisory Board's oversight of various
aspects of the campany’s business, risk management, succession planning and people oversight, the CEO succession process, the engagement with management and
recommendations to improve the Supervisory Board’s functioning and ways of working going forward. Furthermare, the performance of the Chairran, the other Supervisory
Board members individually, and of the Supervisory Board's committees was avaluated separately,

The reports on the results of the evaluation were discussed in a meeting of the Supervisory Boaid, The resuits of the evaluation indicated that the Supervisory Board continues
te be a well-functioning team, as also demonstrated during the expaditad CEQ succession process in 2022, The results demonstratad that the Supervisory Board is of
appropriate size and benefits from different expertise, diversity, and international geographical representation. Suggestions were made to further strengthen the functioning
of the Supervisory Board and its Committeas gaing forward. The Supervisory Board stresses the importance of geing deep in some important matters, in which the
Cormmittees play a key role too. This is in full alighment with the current focus of management on patient safety and quality, supply ¢hain refiability and performance and
simplification of the organization, with the aim to enhance organic growth and people and patient centric Innovation. Early 2028, the Chairman of the Supervisory Board also
discussed the results of the self-avaluation with sach of the individual members of the Supervisery Board; the Chairman afso discussed the evaluation of his own functioning
with the Vice -Chairman.

Key topics that the Supervisory Board and its Committees will focus on in 2023 include tracking progress on certain aspects of the Philips Respironics voluntary recall
natification (including but not limited to the repair and replace pregram and the testing program), the internal Accelerating Patient Safety and Quality program launched in
2021, with respect ta improving the resilience of the supply chain and the company's petformance and cash flow generation. Furthermare, in 2023, the Supervisory Board will
facus on the company’s liguidity position and financial headroom and prepare updates to the remuneration policies for the Supervisory Board and the Board of Management
that will be submitted to the 2024 Annual General Meeting of Sharehalders, and track the progress made with the simplification of the company’s operating model with the
aim of reducing complexity and clarifying accountabiiities and tracking the reduction of roles as announted by the company on Octeber 24, 2022 and January 30, 2023
respectlvely. '

The periodic use of an external facilitator to measure the functioning of the Supervisory Board wilf continue to be considered in the future.
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Supervisory Beard committees

Whlle retaining overafl responsibifity, the Supervisory Board has assigned certain of its tasks to the threa long-standing committees, also referred to in the Dutch Corporate
Governance Code: the Corporate Governance and Mominatien & Selection Committee, the Remuneration Committee and the Audit Committee. In 2015, the Supervisory
Board also established the Quality & Regulatory Committee, The separate reports of these committees are part of this Supervisory Beard report and are published below,

The function of all of the Supervisory Beard's commiitees Is to prepare the decision-making of the full Supervisory Beard, and the committees currently have no independent
or assighed powers, The full Supervisory Board retains overall responsibility for the activities of its committees.

Financial statements 2022

The financial statements of the company for 2022, as presented by the Board of Management, have been audited by Ermst & Young Accountants LLP, the independent external
auditor appointed by the General Meeting of Shareholders. We have approved thesa financial statements, and all individual members of the Supervisory Board have signed
these documents {as did the members of the Board of Management}.

We recormmend to shareholders that they adopt the 2022 financial statemants, We likewise racommend to shareholders that they adopt the proposal of the Board of
Management to make a distribution of declare a dividend of EUR 0.85 per common share, against retained earnings, and to distribute such dividend in shares.

Finally, we would like to express our thanks to the members of the Board of Management, tha Executive Committee and all other employees for their centinued contrikbution
throughout 2022,

February 21, 2023
The Supetvisory Board

Fejke Sijbesma
Paud Stoffels
Chua Sack Koong
Liz Doherty

Marc Harrison
Peter Lascher
Indra Nooyi
Sanjay Poonen
David Pyott
Herna Yerhagen

Further information
Te gain a beiter understanding of the responsibilities of the Supervisory Board and the internal regulations and pracedures governing its functioning and that of its
committees, please refer to Corporate governance and to the following documents published on the company’s website:

+ Articles of Association
= Rules of Procedure of the Supervisory Board, Including the Charters of the Suparvisory Board committees
« Diversity Policy for the Supervisory Board, Board of Management and Executive Cominittee

Report of the Corporate Governance and Nominatlon & Selection Committee

The Corporate Governance and Nomination & Selection Committez is chaired by Feike Sijbesma. Its other members are Paul Stoffels and Indra Nooyi. The Committee Is
responsible for the review of selection criteria and appointment procedures for the Board of Management, the Executlve Committee, certain other key management pasitions,
as well as the Supervisory Soard.

In 2022, the Corparate Governance and Nomination & Selection Cotnmittee held nine meetings and all Committee members attended these meetings, with the exception of
ahe member unable to attend the meeting in August 2022, Furthermore, the Committee had numerous additional special meetings in 2022, in particular en the topic of the
CEQ succession process, which were attended by all Committee members.

The Committee devoted time to the appointment or reappointment of candidates to fill current and future vacancies on the Supervisory Board, Following those consultations,
it prepared decisions and advised the Supervisory Board on candidates for appointment. This resulted in the appointment of Herna Yerhagen and Sanjay Poonen as members
of the Supervisory Board at the 2022 Annual General Meeting of Shareholders.

Under its responsibility for the selection criteria and appointment proceduras for Philips’ senior management, the Committes reviewed the functioning of the Board of
Management and its individual members, the Executive Committee succession plans and emergency candidates far key roles in the company. The conclusions from these
reviews were taken into account in the performance evaluation of the Board of Management and Executive Commitiee members and the selection of succession candidates.
Reference Is made to 2022 Annhvual Incentive, setting out the performance review of the Board of Management and the Executive Committee members by the Remuneration
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Committes,

In 2022, the Committee devoted ample time to the selection and appointment of the new CFO/Prasident of the company as discussed above in the report of the Supervisory
Board. This rasulted in the appointment of Mr Roy Jakabs as President/CEQ and member of the Board of Management at the Extraordinary General Meeting of Shareholders
on September 30, 2022. Furthermore, the Committee devoted time in 2022 to the selection and/for appointment of candidates to fill other current and future vacancles on the
Board of Management and the Executive Committae, This resulted In: the appointmant of Willam Appelo as a membar of the Execytlve Committee in his role as Chief
Operations Officer {succeeding Sophie Bechu who stepped down from the Executive Committee), effective September 2022; the appointment of Steve C. de Baca as a member
of the Executive Committee in his role as Chief Pattent Sefety & Quality Officer, effective February 6, 2023; and the appointment of Jeff DiLulle as a member of the Executive
Committee in his role as Chief Market Leader of Philips Nerth America (succeading Vitor Rocha who left the company), also effective February 6, 2023, As announced on
December 8, 2022, Kees Wesdorp left the company on January 1, 2023, with Bert van Meurs (Chief Business Leader for the Image Guided Therapy businesses) temporarily
expanding his role to include the feadership of the Precision iaghosis businesses.

With respect to corporate governahce matters, the Committee discussed relevant developments and legislative changes, including the revised Dutch Corporate Governance
Code and the regulatory regimes around disclosura requirements related to ESG, Finally, the Commitiee reviewed the Charter of the Corperate Governance and Nomination
and Selection Committee and coneluded it remains appropriate.

With respect to the productivity initiatives and cther actions to improve the company’s parfarmancea (including the unfortunate but necessary reduction of roles), the
Committee was updated by management on the impact on employees and the phased deployment approach and reviewed the simplification of the organization.

Diversity

The Diversity Palicy for the Supervisory Board, Board of Management and Executive Committea was adopted In 2017 and revised in early 2623, and is published on the
company website. The Committee periodically assesses the Diversity Policy and the size and composition of the Supervisory Board and makes recommendations, if relevant,
relating to the profile for the Supervisory Board.

The criteria in the Diversity Policy aim to ensure that the Supervisory Board, the Board of Management and the Executive Committee have a sufficient diversity of views and
the expertise needed for a good understanding of current affzirs and longer-term risks and opportunities related to the company’s busliness. The nature and cornplexity of the
company’s business is taken into account when assessing optimal diversity, as well as tha secial and environmental context in which the company cperates,

Pursuant to the Diversity Policy, the selection of candidates for appointment to the Supervisory Board, Board of Management and Executlve Committee is based on merit. With
due regard to the eriteria set forth in the Diversity Policy, the company shall szek to fill vacancies by considering candidates that represent a diversity of (among others) ages,
gender, identities and educational and professional backgrounds. Please refer to the Supervisory Board report for more information on the diversity of the Supervisory Board,

The Diversity Policy includes the Supervisory Board's aim that the Board of Management and the Executlve Committee comprise members with different nationalities and
{cultural) backgrounds, working experiences or otherwise diverse qualities. Effective 2022, Duich law requires listed companies to set appropriate and ambitious gender
diversity targets for the Board of Management and for a management level of a senjority to be determined by the company. To this end, the Diversity Policy includes the
Supervisory Board’s aim that at least ane-third of the members of each of the Board of Management and the Fxecutive Committee are women and at least one-third are men.
For more information, please refer to Inclusion & Diversity.

Report of the Remuneration Committee

Letter from the Remuneration Committee Chair

Pear Stakehalder,
On behalf of the Remuneratioh Committee, | am pleased to raport on the Committee’s activities In 2022 and to present the 2022 Remuneration Report an behalf of the Board
of Management and the Supervisory Board.

The Remuneration Committee has been very mindful of the fact that during the Annval General Meeting of Shareholders (AGM) held in 2022, a majority of the advisory votes
were cast against the 2021 Remuneration Report. We have taken this negative advisory vote very seriously and that is why we reached out to the company’s shareholders
immediately after the 2022 AGM, and further engaged with our shareholders in the second half of 2022, 1, as the Chairman of the Remuneration Committee, together with
Investor Relations, held discussions with thirteen of our larger sharehoiders (in aggregate representing approximately 45% of the issued share capital] and with three of the
mast reprasentative institutional advisory organizations.

Feedback received from our sharehgiders

Most of our shareholders understand that under certain circumstances the Supervisory Board should be able to adjust the Annual Incentive (Al) and Long-Term Incentive (LTI}
payouts, but they did express their specific concern regarding the adjustments made for the mambers of the Board of Management over 2021 also in view of the impact the
yaar had on our shareholders, Our shareholders, however, did understand the discretionary adustmeants made for the wider employee workforce, particularly to address
retention risks. Furthermore, they requested us to be more transparant in the way we disclose our individual performance realization, especially given the above-target
realization over 2021 for the CEOQ. Finally, they requested us to be transparent about the way the 2021 adjustments would be reflected in the company performance targets set
for the 2022 Al

How have we addressed this feedback

Naturally the Al and IT) pay-out was impacted by the low company performance, As explained In our 2021 Remuneration Report and during our engagements ahead of tha
2022 AGM we have applied the adjustments in the best interast of the company and employees to address retention risks in view of the challenging circumstances our people
had and still have to wark in, However, in discussions with our shareholders after the 2022 AGM, we concluded that in making adjustments for the members of the Board of
Management, a stranger alignment with the interest of our shareholders should be applied, Therefere, the Supervisory Board reconsidered the company's long standing
practice, and decided to no longer automatically apply a uniform Al and LTI adjustrment methodology for the entire company and effectively de-couple the rersuneration
approaches for the members of the Board of Management and for the broader workforce.

We still have the epinicn that it Is good to have a strong allgnment in remuneration between members of the Board of Management and our broader workforce, but we realize
that in certain circumstances addressing the retention risks of our own people can rasult in a disalignment between the remuneration of the rnembers of the Board of
Management and the interest of the shareholders. Therefore we have adjusted our approach.

A dacision we have taken — already prior to the 2022 AGI - to Increase clarity on potential adjustments and reward for performance, is to set targets going forward, starting
with the 2022 Al based on our adjusted £BITA) metric reported externally and as such apply a well-defined and disclosed set of adjustmenits (please refer to Reconciliation of
non-IFRS information tor an exact definition of the parformance metric).

In the context of our company’s performance in 2022 and to align with the shareholder experience, the Supesvisory Board and Board of Management have jointly concluded
that it was appropriate to waive any 2022 Al pay-out and any vesting of the 2020 LT| grant of the current members of the Board of Management. Spacifically, this means that
an amount of EUR 236,957 of the Aland an amount of EUR 188,294 of the LTl was waived.

For transparency purposes, we provided an enhanced disclosura of the individual performance realization. While there would have been a payout hased en the individual
performance realization, there was no Al payout for the financial performance criteria because the realized performance is below the respactive thrashalds. For the avoidance
of doubt we confirm that the financial targets that wera set for 2022 took Inte account the adjustments made in relation to the 2021 remuneration in a way that the members
of the Board of Management would not benefit twice from these adjustments.
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Other feedback recelved during these {and future) shareholder engagements will also be taken into account when preparing for a renewal of our shareholders’ mandate on
our remuneration policies (to be voted on durlng our 2024 AGM). As | have mentloned in my letter last year, it Is our purpose at Philips to improve peaple’s health and well-
being threugh meaningful innovation, As 2 Remuneration Committes we want to assure that our remuneration policy supports this purpese.

CEQ remuneration

Per October 15, 2022, Roy lakobhs was appointed as CEQ of the company. The annual basa compensation of Mr Jakobs was set at EUR 1,200,000, below the base salary of his
predecessor, and in line with Philips’ remuneration policy, but just below the median of our Quantum Peer Group. Upon his appointment, Mr Jakobs received perfarmance
shares with a grant value of EUR 314,137, which equals his 2022 CEQ LTl grant value pro-rated for the time inrole in 2022, The 2022 1T grant that Mr Jakobs received as part of
the remuneration, in his previous role, was likewise pro-rated for the time in role and until he tock over the role as CEQ. Our 2022 Remuneration Report also mcludes a
description of the remuneration {to be} received by the former CEQ after his succession under his services agreement terminating on April 3¢, 2623. All payments are in line
with contractual obligations.

The compositlen of the Remuneration Committee and its activities

The Remuneration Committee is chaired by Paul Stoffels. Its other members are David Pyott, Herna Verhagen and Feike Sijbesma. The Committes is responsible for preparing
decisions of the Supervisary Board on the remuneration of individual members of the Board of Management and the Executive Committee, as well as the policles governing
this remuneration. In performing its dutles and responsiblllties, the Remuneration Committee Is assisted by an external consultant and an in-house remuneration expert. Fora
full overview of the responsibilities of the Committee, please refer to the Charter of the Remuneration Commiitee, as set forth in Chapter 3 of the Rules of Procedure of the
Supervisory Board {whlich are published on the company’s webslite), Our annual Remuneration Cormmittee cycle enables us to have an effective decision-making process
supporting the determination, review and implementation of the Remuneration Policy. The Committee met seven times in 2022. All Committee members were present during
these meetings.

| laok forward to presenting this Remuneration report at cur annual General Meeting of Shareholders.
On behalf of the Remuneration Committes,

Paul Stoffels
Chairman of the Remuneration Committee

*1 Non-IFRS financlal measure. For the definitinn and recongiliation of the most direcily comparable IFRS measure, refer to R Hliatien of non-IFRS inf;

Remuneration report 2022

In this Remuneration Report, the Supervisory Board provides a comprehensive overview, in accordance with article 2:135h of the Dutch Civil Code, of the remuneration paid
and owed to the individual members of the Board of Management and the Supervisory Board respectively in the financial year 2022, The report will also be published as a
stand-alone document on the company’s website after the 2023 Annual General Meeting of Shareholders, the agenda of which will indude an advisory vote on this
Remuneration Repart,

Board of Management

Summary of 2020 Remuneration Pallcy
The Remuneration Pelicy and Long-Term Incentive Plan for the Board of Management have been adopted and approved respectively by the Annual General Meeting of
Shareholders 2020, which took place on April 30, 2020,

The objectives of the Remuneration Policy for the Board of Management are: to focus them on delivering on our purpase and strategy, to motivate and retain them, and to
create stakeholder value,

Thus, the Remuneration Palicy:

* Supports improving the compary's overall performance and enhancing the leng-term value of the company;

+ Directly supports our purpose by:
a) linking a part of remuneration to achieving our strategic imperatives through the criteria and targets included in the Annual and Long-Term Incentives;
b} offering market competitive compensation compared to a peer group of business competitors and companies we compete with for executive talent;
¢} enabling us to maotivate, retain and attract world-class talent in order 1o support our purpese of improving people’s health and well-being through
meaningful innovation and our goal of addiessing our customers’ healthcare challenges (delivering on the Quadruple Aimj);
d} stimulating share ownership to create alignment with shareholders and encourage employees to act as stewards and ambassadors of the company;

+ Encourages the company and its employees to act responsibly and sustatnably;

» Delivers value for our stakeholders, such as sharehalders, customers, consumers and employees, by continuously engaging with them and make a positive
contribution to society at large;

= Leads te fair and internally consistent pay levels by taking into account internal pay ratios.



Maln elements of the Remuneration Polfcy

Cempensatlon element Purpose and link to strategy Operation Policy Level

The Supervisary Board ensures that a competittve remuneration package for

Board-lavel execullve talent Is malntzined and bepchmarked.

The positianing of Tota| Dirsct Compansation Is reviewad agalnst benchmark data  Total direct remuneration Is almed at or <lose
on an annual basis and Is recalibrated if and when required. To establish this to, the median of the Quantum Peer Group.
benchmark, data research is carried out each year on the compensation levels in

the Quantum Peer Group.

To support the Rermunaration Pollcy’s objectives, the Total
Dlrect Compensatien Includes a significant varlable part In

Total Dlrect Compensatlon the form of an Annual ncentive {cash bonus) and Long-Term
Incentire In the form of performance shares, As a result, a
slgnlficant proportion of pay (s at risk’.

Annual Base Compensation levals and any adjustments made by the Supervisory

Board are based on factors including the median of Quantum Peer Group data The Individual salary lavels are shown nthis
and perft and l of the member, Remuneration Report.

The annual review date for the base salary is typically befora April 1.

Fixed cash payments intended to atimct and retain
Annual Base Compensatien executives of the highest caliber and to reflect thelr
experfence and scope of raspons|bilities,

President & CEC

Varlable cash bonus Incentive of which achlevement Is tied Cn-target: 100%

to specific financial and non-financlal targets derived from  The payaut In any Year relates to the achievements of the preceding year. Metrles  Midrmum: 200% of Annual Base

the company’s annual strategic plan, These targets are set at  are disclosed a%-ant2 in the Remuneration Report and there will be no retroactive  Cormpensation.

challenging levels and are partly Iinked to the results of the changes to the selection of metrlcs used In any given year once approved by the Other BoM members

company (80% weighting) and partly to the contribution of  Supervisory Board and disclosed. on-target: 80%

the Individual member {20% welghting}. Maximum: 1605 of Anhual Base
Lempensatlon.

Annual Incentive

Thae annual award slze is set by reference to a multiple of base salary.

The actual number of performance shares o be awarded Is determined by Presldent & CEQ
Our Long-ferm Incenfives form 2 subsantial part of tocai refer:nm to the ave ape of the tlosin, Erh:e of the Royal Piilips shmare an :’he da Annual grant size; 200% of Annual Base
remuneration, with payeuts contingent on achievemnaat of Tag: E P oyt p: y Compensation,

of publication of the flrst guarterly results and the four subsequent trading days.
Dependent upon the achlevement of the performance conditions, cliff-vesting
applies three years after the dale of grant.

Curlng the vesting pertod, the value of dividends will be added to the
performance shares In the form of shares. These dividend-equivalent shares will
only be delivered to the extent that the award actually vests,

Gther BaM members

Annual grant size: 150% of Annual Base
Compensatlon.

Maximum vesting opportunity is 200% of the
number of performance shares granted.

challenging EPS targets, relative TSR parformance agalnst &
high performing peer group and sustalnability objectives that
are directly aligned with our purpese to make the world
healthier and morz sustalnable through Innevation.

Lang-Term Incentive

The guideline far members of the Board of idanagement is te hold at least a
minlmum shareholding In the company.
Until this level has been reached the members of the Board of Management are

regulred to retain all after-tax shares derived from any Lang-Term Incentive Plan, The minimum shareholding requirement s

Mandatory share ownership To further align the Interests of executives to those of ’ All Board of Management members have reached the required shore owmership e o0 oy o0 compensation for the
Qholdi . N stakeholders and to motivate the achlevement of sustained  Tevel, CEO and 200% for oth bers of th
anainiding requiremen; performance, The shares granted under the Long-Term Incentive Plan shall be retatned fora an T oEhermembers ol tne

period of at least 5 years or until at least the end of thelr contract peried if this Baard of Management.

period s shorter,
The guideline does not require members of the Board of Management to
purchase shares In ortler to reach the required share ownarship level,

. Defined Contributien plan with fixed conttibation (appilcable to all execitives in
Pension plan and penslon contrlbution intended to result the Netherlands — capped at EUR 114,866). 4
inta an appraopriate level at retirement, 2. Gress allowance of 25% of annual base compensatien exceeding EUR 114,866,
3. Temporary gross transition allowance offsetting historical plan changes.

Penslan

Insurance, accident Insurance and company car arrangeiments, which are In Iine
with other Philips executives in the Netherlands,

The membets of the Board of Management aiso benefit from coverage under the
company’s Directors & Officers [D8O) lability Inswrance.

The campany does not grant personal loans 1o members of the Board of
Management.

Te ald retentlon and remain competitiva within the

Addltlonal arrangements marketplace

Peer Groups

We use a Quantum Pear Group for remuneration benchmarking purposes, and therefore we aim to ensure that it includes business competitors, with an emphasis on
companies in the healthcare, technology-related or consumer products area, and other companies we compete with for executive talent. The Quantum Peer Group consists of
predeminantly Dutch and other European cermpanies, plus a minarity (Up to 25%) of US-based global companies, of cemparakle size, complexity and internaticnal scope. As of
2023, the Supervisory Board has decided to replace Atos with Baxter in the QGuantum Peer Groug.

Philips Group
Quantum Paer Group 2022
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In addition, we use a TSR Perfarmance Peer Group to benchmark our relative Tetal Shareholder Return performance far LTl purposes and against our husiness peers in the
health technolegy market and ather markets in which we compete. The companies we have selected for this peer group include predominantly Us-based healthcare
companies. Given that a substantial number of relevant competitars are US-headguarterad, the welghting of US-hased healtheare companies is more notable than for the
CQuantum Peer Group.

Phillps Group
TSR Perfermance Peer Group 2022
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The Remuneration Policy and the LT Plan allow changes to tha peer groups to be made by the Supervisory Board without further approval from the General Meeting of
Sharehalders In respect of up to three companias en an annual basis {for instance: following a delisting of a company or, a merger of two peer companies), or six companias in
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total during the four years following adoption and approval of the Remureration Policy and the LTI Plan respectively {or, if earlier, until the adoption or approval of a revised
Remuneration Policy or revised LTI Plan). Since the adoption of the current Remuneration Pelicy in 2020, the divestment of the Domestic Appllances business in 2021 led to the
decislon of the Supervisery Board to remove Electraluy, Essity and Henkel from the Quantum Parformance Pear Group and replace them with Alcon, GlaxoSmithKline and
Stryker. No changes were made to the TSR Peer Group during 2022, However, as Cerner has heen delisted after its acquisition by Oracle in 2022, the Supervisory Board has
selected Baxter to replace Cerner for the 2023 LTI grant, In addition, following the initial public offering of GE Healthcare, GE Healthcare s included in the TSR Performance
Peer Graup for the 2023 LTI grant, replacing General Elactric,

Services agreaments

The members of the Board of Management are engaged by means of a services agreament {overeenkomst van opdracht), Termination of the contract by either party is subject
1o six manths’ notice period. The severance payment is set at a maximum of one year’s annual base compensation. No severance payment is due if the agreemant is
terminated early on behalf of the Board of Management member or In the case of urgent cause {dringende reden) as defined in article 7:678 and further of the Dutch Civil
Code. The term of the services agreement s allgned with the term for which the relevant member has been appointed by the General Meeting of Shareholders {which is a
maximum period of four yaars, it being understood that this period expires no later than at the end of the Annual General Meeting of Sharehalders (AGM} held in the fourth
year after the year of appointment}.

Philips Growp
Contract terms for curcent members 2022

end of tarm
AGM 2025

Shattacharya s R
Marnbovan Glansken T T e e "AGM 2025

Remuneraticn of the Board of Management In 2022

‘The Supervisory Board has determined the 2022 pay-outs and awards to the members of the Board of Management, upon the proposal of the Remuneration Committee, in
accordance with the 2020 Remuneration Policy and the 2020 LTI Plan, In addition, the Supervisory Board has determined the 2022 pay-out of the 2020 LTI Plan, of which the
performance pericd ended on December 31, 2022, This was done Tn accordance with the LT Plan as approved during the 2020 Annual General Meeting of Shareholders.

The Remuneration Cammittee annually conducts a scenaric analysis. This includes the caleulation of remuneration under different scenarios, whereby different Philips
performance assumptions and corporate actions are examined. The Supervisory Board concluded that the relationship between the strategic objectives and the chosen
performance criteria for the 2022 Annual Incentive, as well as for the 2020 LTI, were adeguate.

However, in the context of our company's performance In 2022 and to align with the shareholder experience, the Supervisory Board and Board of Management have jointly
concluded that it was appropriate to waive any 2022 Al pay-out and any vesting of the 2020 LTl grant of the members of the Board of Management, The partial 2022 Al pay-out
and partial vesting of the 2020 LT grant was not waived by the former CEQ, consequently the company will comply with its contractual obligations in this regard.

This 2022 Remuneration Repart also includes a description of the remuneration {to be) received by the former CEO of the company in respect of the period after October 15,
2022 [the date on which he was succeeded by Mr fakobs) pursuant to and in [ine with the terms of his services agreement that was concluded and published on the company’s
website and presented to the AGM in view of his appeintment in 2019 and which will terminate on April 30, 2023 (reference is made to ‘Remuneration former CEO').

Annual Base Compensation

The annuat base compensation of Roy Jakobs as new CEO was set at EUR 1,200,000 (below the base salary of his predecessor of EUR 1,325,000, in line with Philips’
remuneration policy, following market practice and considering the complexity of the role, The annual base compensation of the other members of the Board of Management
has been reviewed as part of the regular remuneration revisw. As a result, the annuz| base compensation of Abhijit Bhattacharya and Marnix van Ginneken has been increased
per April 1, 2022, from EUR 795,000 to EUR 810,000 and EUR 615,000 to EUR 630,000, respectively. This increase was made to move the total compensation level closer to the
market median leval, as well as to reflect intarnal relativities,

2027 Annual Incentive
The Annual Incentive performance has been assessed based on company financial results as well as individual results. Details are as follows:

Company financial results (80% weighting)

In line with the Remuneration Policy, the company sets financial targets in advance of the year for all members of the Board of Management. For the year 2022, the financial
targets set at Group level cover Comparable Sales Growth™, Adjusted EBITA™ and Free Cash Flow'!. The realized performance regrettably did not reach the threshold
performance target on any of these three criteria.

Waighting as % of i : Assessment of per(or‘man‘cé o
targat Annual thrashald resulting payout as % of  Welghted pay-out as % of
Fitanchal petformance criterla Tntentive performance  target performance perf realized perd tanget target Annuad Incentive
Comparable 5ales Growth % 30K 1,3% (2.8}% D.0% 0%
iatad ERE T e e s Ees P R
Froe Cast Flow ] . - S T g . o
R SR - aoie . s e PN R SRS 5 SO, o

B on-IFRS financlal measure. For the definltion and reconcillation of the inest diisctly comparable IFRS measure, refer ta Reconcillation of nan-iFHS Infarmation,

Individual targets based oh area of responsibility (20% weighting}

i the context of our company’s performancea in 2022 and to align with the sharehelder experience, the members of the Supervisory Board and Board of Management jointly
concluded that it was appropriate to waive any 2022 Al pay-out of the current members of the Board of Management, despite a positive realization on their individual
performance criterla. Specifically, this means that aggregately an amount of EUR 236,557 lincluding 2an amount of EUR 35,881, related to the Al for Roy Jakobs in his role as
Chief Business Leader Connected Care for the pariod January 1, 2022 up and until October 14, 2022) was waived.

For the sake of transparency, the individuzl perfotmance criterie and assessment targets set at the beginning of the year, have been disclosed in the table below. To determine
the payout levels for the individual goals, the Supervisory Board typically applies a holistic assessment as to the performance against the set goals as well as the relative
weighting of the goal categories. These relative weightings are not in all cases equal, but such that any goal category remains relevant and aligned with the strategic priorities
for the year.



oard of Weighted pay-out
Maiagement as% of target Annual
Mamber Individual Performance ctiterla Assessmant of parformance Incentive
«  CEQ and company transition plan completed befors year end, Creating Value with Sustainable Impact plap, Inclading Interventlons
Strategy execution required, released on January 30, 2023
v SBRE recall progresjs.e;l to 90% praduction of remediatlon, D51 testing data released In December
«  Patient Sefety and Quality assessment done, plan formulated and released. New ieader hired to Join the Executive Committee
Quality & operational excellence +  Customer delivery In Personal Health Improved strongly. Health Systems witheut delivery still under continued pressure with significant
Roy Jakebs Inventary Lulld as a result 14%
(Fulfy waived)

People & organization

Customer results

b

o positior

Il
performance narms

Good progress on customer satish:t\o]w, customar NPS: and Retings & Revlews ahead nntarg‘et.

Stratepy execution

Abhijit Bhattacharya
Quality & operational excellence

Papgle & organizatlon

Strategy execution

Quality & operational excellence
Marnixvan
Glnneken

Penple & organization

Environmental, Social & Governance /
Sustainabiliey

Pragress made on vaive deli’v‘ek;:ﬁn;;r‘v:\“;;;”st.w"\;;e’r;g‘.&;qu;;\lk;l;;m o
Further strengthenad sustaining engineering team In India

regulatory capabilities

Progress made on China localization plan. Growth plan Indta on track fer long term ambltion, but slightly behind in the year

Patient Safety and Qualily key investments and support ensured 10 further accelerate our transfarmation to enhance quaity and

| onthe back of

Productlvity results not encugh to close the margln gaps expetienced,
unfinished products

¥ level

! p‘\weé‘engagemeni 5l

License income nbwe’tirget
Significant orcler growth intake from [arge governmant deals, above target

-

-

and on of legal mar and guality

Key foundational elements set bo accelerate transforfnatlon te enhance quallty and regl.ilalnnf.capaml.lt.ies
Progress made on S8RC remediation
Further progress on d

Iy l;éth;d on hlgﬁ-pérf&rméﬁce ﬁur’r’ns" ’

systems in line with plan

cy;e'z enéégeﬁeni sflg‘ht!y Dehind on hlgh-performance norms

sil_él{t[’v’i)éhl:id o.ﬁ higl

13%

{Fully wakbved)

(fully waived)

* ESG performance hjectives sbove targets, including strong performance an Lives Imprwed, sircular revenues and total emlsslons fram

operational carkon footprint

Overall this leads tw the following total Annual Incentive realization and no payout:

Aneual Incentive realization 2022 in EUR unless atherwise stated

Annual Incentive cppartunity

" Realized annual incentive’

Reallzed Payaut of

Target asa % of base Fnancial performance fweighted dividual | Payaut as % of target Annual annual annual

compensation  Target Annual [ncentive pay-out %) (weighted pay-aut 3%F Tneentive 1 incantive Incentive

Ray Jakohs 2t 100% 256,438 0% 65% 14% 35,260 ol
Abhijit Bhattacharys B0% 643,000 % 63% 3% 3lpaE [
Marnix van Ginneken 80% 504,000 % 24% 17% 24,168 Q

" ote that figures may not add up due 1o rounding.

s par Octaber 15, 2022, Roy Jakohs was appointed 2s CED of the company,

2023 Annual Incentive
The Annual Incentive criteria consist of:

Financial criteria (80% weighting):

For the year 2023, the fallowing financial indicators of the company’s results are salected to ensura alignment with the key {strategic) priorities in the year:

« Profit/margin
« Revenue/growth
« Cash flow

Indivldual criteria (20% weighting):

The contribution of the individual member is assessed based on arsas of responsibility, for which annually two to a maximurn of five performance categories are selected for
each Board of Management member from the following list:

+ Customer results

« Quality & operational excellence
+ Strategy execution

+ People & organization

« ESG/Sustainability

For the year 2023, the following performance categories are sefected to ensure alighment with the key (strategic) priorities in the year;

Board of anagement hembar

Selacted performance wtegoiias

Roy Jakobs

Abhijit Bhattacharya

+  Customer Restlts

+  Quality & operational excellence
+  Stratepy execution

+  People & organization

' ESG/Sustainability

Tuy me} Resu
Quality & operatienal excellence
Strategy orecution

People & organization
ESG/Sustainability

Mamlx van Ginneken

Customar Results

Quality & operational excellence
Strategy exacutlon

Peaple & organization
ESG/Sustalnability




2020 Long-Term Incentive
The 3-year performance period of the 2020 LT} grant, consisting of performance shares, ended on December 31, 2022. The realization of this grant is based on TSR
achievement, adjusted EPS growth and sustainability okjectives,

In the context of our company’s performance in 2022 and te align with the shareholder axperience, the Supervisory Board and Board of Management jointly concluded that It
was appropriate to waive any vesting of the 2020 LTI grant of the current members of the Board of Management, despite & positive performance achievement of the
sustainability ohjectives, Specifically, this means that an amount of EUR 188,994 was walved,

Philips Group
Parformance achievemant and vesting lavals
i i i achigvement i welghting i vasting lovel adjusted vesting level (waived)
6% 50% 3 0%
e e e g s o
" 180% 10% 18% T o
e e et et b [ e

TSR {S0% weighting)

A ranking approach to TSR applies with Philips itself included in the TSR Performance Peer Group. TSR scores are calculated based on & local currency approach and by taking a
3-month averaging period prior to the start and end of the 3-year performance period. The performance incentive pay-cut zone is outlined in the following table, which results
in zero vesting for performance below the 40th percentile and 200% vesting for performance levels above the 75th percentile, The incentive zone range has been constructed
such that the average pay-out over time Is expected to be approximately 100%,

Philips Group

Performance-Incantlve zone for TSR Tn %

Position L L Tow T T e ” 707 e -+ 1
Payout ] 50 20 100 120 140 160 180 190 200

The TSR achieved by Philips during the performance pariod was -62,66%, using a start date of October 2019 and end date of December 2022, This resulted in Philips being
positioned at rank 20 in the TSR perfoermance peer group shown In the following table, resulting in a TSR achievement of 0%.

Following Oracle’s acquisition of Cerner (completed June 2022}, the Supervisory Board adopted the approach of recognizing Cerner’s performance through the delisting date.
As a proxy for future performance, reinvestment in an index of the remazining 12 peer companies wes assumed [(effectively retaining a peer group of 20 coimpanies).

TSR sesults LT Plan 2020 grant: (63.66%)
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.................... s R
[S1.31)%
Phitps T S T o G
Adjusted £PS growth (40% weighting)
The LTI Plan EPS payouts and targets set at the begihning of the petfarmance pericd were as follows:
Phillps Grougp
L¥| Blan EPS payouts
X L . . e T T SRRSO TN SRR T N e
LTl plan EPS {eurc} <128 128 150 171 43
paos e e e e e s e g e D iy

in respect of the 2020 LT1 grant, the LTI plan EPS is calculated hased on a reperted net income attributable to shareholders divided by the nurber of common shares
autstanding [after deduction of treasury shares) on the day prior to the beginning of the performance periad {to eliminate the impact of any share buyback, stock dividend,
etc.), resulting in an EPS of EUR {1.82). Furthermors, as per the 2020 LTL Plan, the LTt Plan EPS includes adjustments to account for events that were not planned when tergets
were set of were outside management's contral such as the profit and loss impact of acquisitions and divestitures [positive adjustment], the profit and loss impact of portfolic
restructuring [positive impact}, the profit and lass impact of legal charges {positive impact} and impact of fareign exchange variations versus plan {positive adjustment).
Cverall, this resulted in an LT1 Plan ERS of EUR {1.43} based on adjusted net hcome fram continuing operations, leading to a realization of 0% of target.

Sustainahility objectives (10% weighting]

In order to further align the remuneration package for the Board of Management with ouir purpose and our £5G commitment, a sustainability criterion was introduced in the
2020 LT Plan, Philips believes that ESG performance will improve the company’s performance as a whole and, therefore, that it should be explicitly linked to {(long-term)
remuneration. The eriteria are based an three Sustainable Development Goals (SDGs) as defined by the United Nations that are included in Philips” strategy on sustainability
(na. 3, 12 and 13). These three SDGs are translated in five underlying objectives, which are measured against a specific target range.

At the beginning of the performance pericd, challenging target ranges are set for each of the five objectives. Based on a point-te-peint method, performance achievement is
measured at the end of the performance period {i.e. 2 years) versus the beginning of the performance period. The pay-out is determined based on the following scheme:

Mo, of vieastires achievad within or ahove target fone  Payoit %
b 0%
""" S00-100%

W Wi

150%-200%




The realized performance is described in the following table. As five out of five objectivas are achleved within or above target zone, the payout % lies between 1508 and 200%
of target. Based on the overall performance of the five oblectives, the Supervisory Board has assessed that a vesting jevel of 180% would reflect an appropriate positioning
within the target ranga. However, as explained above, any vesting of the 2020 IT| grant of the Board of Management was waived, including vesting relating to the achieved
sustainability objectives. While the strong performance on the sustainakility objectives is therefora not resulting in any vesting for the current members of the Board of
Management, itis celebrated by the company as It contributes to our purpose and our ESG commitment.

For more information on the realized performance on all five objectives please refer to our Environmentzl, Social and Governance,

Sustainebility category T  indarlying objectiva T T T agatrangs T T eeivedd parfoninanta
Ensure healthy lives and promote well-

being fer all at all ages [$DG3) Targeted K of Lives Improved in year 311 1,467 - 1,867 milion 1,810 million Above target 20ne
Lives improved

Ensure sustalnable consumption and JLna%-162% . e BEE Above targetzone

production patterns [SDG12} 1 % T an ithin target zone
Circutarity Cwslzaes T 35.2% Above target 20ne
Take urgent action to combat dlimate Tatgeted €0, equivalent {in Kilo Tonnes) In £61— 589 KTornes 438 Ktonnes

" u
change and its impacts (S0613} year3 o . 'Above" target zone
Carbon fontprint

] L]

Hives Improved by Philips products, solutions and services and care to those in underserved markets.
U gevenue from circular products [re-using materials),

* Avoiding production of waste materials.

4 Taking back healthcare equipment.

2023 Long-Term Incentive
The vesting of the 2023 Long-Term Incentive grant consisting of performanca shares is subject to performance over a period of 3 years and based on two financial eriteria and
one non-financial criterian:

» 50% weighting: Relative Total Shareholder Return {'TSR')
+ 0% weighting: Adjusted Earnings per Share growth® {'EPS)
s 10% weighting: Sustainability objectives

Please refer to the Long-Term Incentive Plan published on the company’s website for more information.

) Mon-IFRS financlal measure, For the definltion and reconciliation of the most directly camnparable (FRS measure, refer to iliation of non-IFRS inf

Pension
The fallowing pension arrangement is in place for the members of the Board of Management working under a services agreement governad by Dutch law:

+ FHex ES Pensien Plan in the Netherlands, which is a Collective Definad Contribution plan with a fixed contribution of {currently) 30,3% (including an own
contribution of 2%) of the maximum pensionable salary of EUR 114,866 {effective January 1, 2022) minus the offset. The Flex ES Plan has a target retirement
age of 68 and a target accrual rate of 1.85%;

* A gross Pension Allowance equal to 25% of the base compensation exceeding EUR 114,866;

s Atemporary gross Transition Allowance, for 8 maximum period of 8 years {first 5 years in full; year 6: 75%; year 7: 50%, year 8: 25%) for members of the Board
of Management who were participants of the former Executive Pension Plan. The leve! of the allowance is based on the age and salary of the Board member
an December 31, 2014,

Tatal remuneration costs fn 2022

The follawing table gives an overview of the costs incurred by the company in 2022 and 2021 in relation to the remuneration of the Board of Management. Costs related to
performance shares are based on accounting standards (IFRS), which prescribe that costs for each LT grant are recognized over the full multi-year) vesting period,
propertionate tu the relevant fiscal year. Therefore, the costs for any year reflect costs of multiple LTI grants, as opposed to the actual value for the holder of an LTI grant at the
vesting date. Hence, the walving of the 2020 IT| grant by the current members of the Board of Management is not apparentin this table. Please refer to section 2020 Long-
Term Incentive for more detaifs on the actual vesting of the performance shares.

Philips Group
Baatd of 1in EUR
P N Gosts in thee year T
reparted annual base i
year {l
R. Jakohs 7 2022 1,200,000
FA.van 2022 ’ 1,325,000 |
Houten ™ o217 T EaE pao
' 2022 ‘sincon

A Shattach Vin s
11 795,000 |

M.J. van

Ginneken

Total 2032 391,434

o= 2021 4683363 . 710133217 LI
u date for hoard bership is Decomber 31, 2022,

¥ Annual base compensation as incurred in the year, base compensation increases are reflected propartionally.

N eosts of performance shares are based on accounting stantards {IFRS) and do not reflect the value of performance shares at the vesting/release date. Far bir. van Houten, the accounting costs for 2022 include additional costs far
the accelerated acerual of the 2021 and 2022 LTl grant.

) The Penslon Transltion Allowances were malntalned at the current level for Messes van Houten and Bhaltzcharya for the term of thelr services agreements, The total penslon cast of the company related to the pansion
amangement {including the aforementioned Transition Allowanee) [s at a comparable level over a perlod of lme to the pension costs linder the former Executive Fension Plan.

#'Ihe stated amounts mainly concern [share of) sllowances to memkers of the Board of Managament that can be cansidered as remuneration, 'n a situation where such a share of an allowanca can be congldered as [indirect)
remuneraticn [for example, private use of the company car), then the share is bot)1 valued and accountod for here. The method expioyed by the flscal authotlites is the starting polnt for the value stated.

¥ Fixed remuneration Is determined as the sum of base compensation, pension allowances, pension scheme costs and other conipensation. Variable remuneration is determined as the sum of realized annual incentive and
performance shares.

M as per October 15, 2022, Roy Jakohs was appointed as CEQ of the company. The table Includes actual costs incurred In respect of the remuneration received by Mr Van Houten and Mr Jakobs, respoectively; as CEO.

* pespite the waiving of the 2020 LTI grant, these amounts are not ail as they reflect accounting costs according to IFRS,

Remuneration former CEQ
Per October 15, 2022, Frans van Houten, the former CEQ, was succeeded by Roy Jakobs as CEQ of the company.

In view of a proper handaver, and pursuant to the contractual obligations of his services agreement {published on the company’s website at the time of his re-appointment In
2019 and filad as Exhibit 4(e} hereta), the former CEQ's services agreement will terminate on April 30, 2023 in line with the applicable conditions as laid down in such servicas
agreement. Uniil this time, the fermer CEQ remains avallable for adviscry services.

Up to the termination date of April 30, 2023, the former CEQ will be receiving the base compensation, pension arrangement and other allowances following from the
termination of his 2019 services agreement, For the period Ostober 15, 2022 up and until Decémber 31, 2022, the base campensation, pension expenditures and other



coempensation represent a value of EUR 283,151, EUR 126,695 and EUR 11,774 respectively. The former CED did not waive the partial 2022 Al pay-out and partial vesting of the
2020 LTl grant, consequently the Company will camply with Its contractuzl obligations in this regard. Therefore, the former CEO received an Al payment of EUR 265,000 for the
year 2622 and his 2020 LTI grant vestad at 18% of target In lIne with the 2020 LTI plan realizatlon,

For the year 2023, the base compensation, penslon expenditures and other compensation represent a value of EUR 435,616, EUR 194,986 and EUR 18,087 {expected)
respectively, In respect of the remainder of his services agreement during 2023, the former CEO will be eligible for a prorated Al payment based on the actual 2023 financial
performance and his individual performance at target according to the contractual obligations. At target this prorated Al represents a value of EUR 435,616. The former CEQ
will not receive an LT) grant for the year 2023, In accordance with the relevant provisions of his services agreement, the former CED will receive a severance payment equal to
ong-year annual base compensation {amounting to EUR 1,325,000,

The former CEQ’s LTI grants with a vesting date after April 30, 2023 (granted In 2021 and 2022) will continue to vest at their regular vesting dates (April 30, 2024, and April 29,
2025 respectively) subject to the predetzrmined performance conditions. The termination of the services agreement with the former CEQ did not trigger a tax expense for the
company based cn Article 32bk of the Dutch Wage Tax Act.

S-year development of CEQ and BoM versus average employee remuneration costs compared to company performance

Internal pay ratios are a relevant input factor for determining the appropriateness of the implementation of the Remuneration Pelicy, as recognized in the Dutch Corporate
Governance Code, For the 2022 financial year, the ratio betwean the annual total compensation for the CEG and the average annual total compensation for an employee was
55:1. The ratio decreased from 63:1in 2021, Further details on the development of these amounts and ratios over time can be found in the following table. The average
employese remuneration costs and cempany financlal performance have been adjusted retroactively such that the Domestic Appliances business is excluded from the figures.
Please note that the amounts presented in the following table reflect total remuneration costs to the company which differ from the actual payout to the members of the
Board of Management.

Philips Group
Remuneration cost In EUR

w7 om R
*Rermuneration s i e S R
CEC Yotal Remuneration Costs (A} 1) B ) 5,391,265 5,260,111 6,153,067 5,452,299
CFD Total Remuneration Costs L ) L | 2Semem 2602606 3,007,390 2,652,864 -

€10 Total A ration Costs 1,856,426

Avarage Employes (FTE) Total Rermuneration Costs (B) 92,545 91,455 [T
Ratio Aversus B3 57:1 67:1

Copiiany petormance” T SR A A e
Annunl TSRA 25.5% 5.2% a5
Comparable Sales Growah®s 5 K A5% T e
o . e e IR RERric) S e

Free Cash Flows o ' 990 1,645

Vigr 2022, CEQ refers to Frans van Hotten far the perod up to October 15, 2022, and to Roy Jakobs for the period from October 15, 2022, onwards. For 2018 through 2021, CED refers to Frans van Houten.

Y gased on Employee benefit expenses [EUR 7.0 billion} divided by the average number of emnployees (74,451 FTE) as reported in Income from operatiens. This results in en average ennual total compensatian cost of EUR 93,373 per
amployee.

3 & conslderation when interpreting the ratios between CEO ahd average employee remuneration |s that the remuneration of the CEQ is more heavily dep on variable comp fon than the ion of the average
employee at Phillps, Furthermere, the costs of performance shares sre based on accounting standards [IFRS) and the speciflc allocation of these costs ke the year As such, the total lon level and costs appltcable to the
CEO will vary more with Philips’ finandial performance than the remuneration fevel and tosts applicable to the average employee. As a consequence, the ratio will increase when financial performance is strong and cotversely
decrease when financlal performance is not as strong,

4 Annual TSR was calculated in fine with the methad as used for the 171 plan {i.e. based on reinvested dividends and 3 month averaging)

! Mon-IFRS financial measure, For the definition and reconcifation of the most direcily comparable IFRS measure, refer to Reconclliatlon of non-IFRS Informaticn.

d

Historical LTl grants and holdings

Number of performance shares (haldings)
Ungder the LTI Plan the current members of the Board of Management were granted 153,891 performance sharesin 2022, The following table provides an overview at end

Oecember 2022 of performance share grants.

Phillps Group
Number of perfarmance shares |holdings) in number of shares unless atherwise stated

LT sharas vasted in
prant date " RS- [P PR
IOl - 000 072 7R - : : e

1529/04/2005

% The shares vested in 2022 are subject to a 2-year helding
2 pwarded before date of appolntment as a member of the Board of Management
F Mr. Van Houten was not a member of the Beard of Management on December 33, 2022, Howevar for transparency purposes he is shawn in this table

Numbaer of steck options (heldings)
The tables below give an overview of the stack options held by the members of the Board of Management.



Phillps Group
Stock optlons (heidings] in number of shares unless otherwise stated

“number of - 3 kmberof

stock options - ; stock optiens, .
“awarded In :
2021

: éagnlq ex‘pll'y'd;ate
: 23/04/2022°
| 20f01/2023 -

ate: :

L Bf04/0%2
7 30/0177627
| 230412022

" Mr. van Houten was not a member of the Baard of Management on Decamber 31, 2022. However for transparency purposes he Is shown in this table

Share ownership guidelines

To further align the interests to those of stakeholders and to motivate the achievement of sustained performance, the members of the Board of Management are bound to a
minimum shareholding requirement. The table below shows the minimum shareholding requirement, aninual base compensation, {vested]} shares held and share cwnership
ratie of each Board of Management member as per December 31, 2022, Until the minimum shareholding requirement is reached, the members of the Board of Management
are required to retain all after-tax performance shares that have vested, but they are not required te mzke additional share purchases.

Fhilips Group
Sh

hip Board of
Minlmum shareholding raquirement 3 ‘Annual Base Compensation [Vested) shares held """ cwnershlp ratic B
R takohs 2.0y 1,200,000 109,423 13x
A Bhattacharya ’ ’ N T ' " 810,000 T 1eesty : T 2ok
M., van Ginneken 3.0x 630,000 123,914' 2.8x

U ps ratlo of Annual Base Compensation
HThe Crwnership ratic is calctlated by multiplying the total shares held by the share price of EUR 14.00 (based on the closing share price of December 31, 2022} and dividing this by the base compensation.

Remuneration of the Supervisory Board in 2022

Summary of the Remuneration Policy
Plesse find below = brief summary of the Remuneration Policy for the Supervisory Board, as adopted at the Annual General Meeting of Shareholders 2020. The fee levels in
this Remuneration Policy are the same as the Supervisory Board fee levels as determined by our shareholders at the 2018 Extraoidinary General Meeting of Shareholders.

The overarching ohjective of the 2020 Remuneration Policy for the Supervisery Board is to enable its members to fulfill their duties, acting independently: supervising the
policies, management and the general affairs of Philips, and supporting the Board of Management and the Executive Committee with advice. Also, the members of the
Supervisory 8oard are guided by the company’s long-term intarests, with due observance of the company’s purpose and strategy, taking into account the interests of
shareholders and all other stakehalders.

To support the objectives mentioned abave, the 2020 Remunearation Palicy Is aimad at attracting and retaining International Supervisory Board members of the highest caliber
and with experience and expertise relevant to cur health technology businesses.

In compliahce with the Dutch Corperate Governance Code, the 2020 Remuneration Policy provides that the remuneration for the members of the Supervisory Board is not
dependent on the results of the company and doss net includs any shares (or rights to shares). Nevertheless, members of the Supervisory Board are encouraged to hold
shares in the company for the purpose of long-term investment to reflect thelr confidence in the future course of the company, The company does not grant personal lcans to
members of the Supervisory Baard.

The Supervisory Board revlews fee levels in principle every three years in order to monitor and take account of market developments and manage expectations of our key
stakeholders. The levels are aimed at broadly madian market levels (and around tha 25th percentile market level for the Chairman) paid in the Quantum Peer Group {as used in
the 2020 Remuneration Policy for the Board of Management),

The following table provides an overview of the current ratuneration structure:

Philips Group
Remuneration Supervisary Board In EUR

dance fee per.inter-E

Aftendance fee per inteftan

- Other iravel expenses ..

The members of the Supervisory Beard benefit from coverage under the company’s Directers and Cfficers {P&O) liahility insurance,

Remuneration of the Supervisory Board in 2022
The individual members of the Supervisory Board recelved, by virtue of the positions they heald, the following remuneration in 2022:

Philips Group
Remuneration of the Supervisory Board in EUR

D The amounts under other ion relate to the fee for intarcontinental travef, inter-European travef, ihe entitlement of EUR 2,000 under the Phitips product arrangement and the sanual fiked net expense
allowance,
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Report of the Audit Committee

The Audit Committee is chaired by Liz Doherty. Its other members are Peter L&scher, Chua Sock Koong and Sanjay Poonen {wha joined in the course of 2022). Feike Sijbesma
also regularly attends Audit Committee meetings. The Committee assists the Supervisory Board In fulfilling its supervisery responsibilities, including ensuring the integrity of
the company’s financial statements, reviewing the company’s internal controls and overseeing the enterprise risk management process.

In 2022, the Audit Committee held five regular meetings and two extracrdinary meetings, which all Audit Committee rembers attended,

The CEOQ, CFQ, Chief ESG & Legal Officer, Head of Internal Audit, Chief Accounting Officer and external auditor {Ernst & Young Accountants LLP) were invited to and attended all
regular meetings.

The Committes, together with the Chief ESG & Legal Officer, also met separately in private sessions with the CEO, CFO, Head of Internal Audit and external auditor after every
regular quarterly meeting of the Committee, Priar 1o the Committee meatings, the Audit Committee chair met one-en-one with the Group Treasurer as wel| as with each of
the management who regularty attend the Audit Committee meetings {as set out in the previous paragraph) and with the external auditor {Ernst & Young Accauntants LLP}.

The following overview highlights matters that were reviewed and/or discussed during Committee meatings in the course of, or in respect of, the finaneial year 2022:

» The company’s 2022 annual and interim financial statements and non-finanglal infarmation, prior to publication. This review included the increase of EUR 165
millien in the field action provision recorded T Q1 2022 In connection with the Philips Respironics veluntary recall netification related to the sound
abatement foam in certain sleep and respiratory care products (announced on June 14, 2021), to cater for the higher expected volume of devices eligible for
remediation, higher communlcation costs and potential higher cost of execution and to ensure the speed of the program in a volatile environment, The
Committee also reviewed the increase of EUR 85 million in such provision recorded in Q4 2022, resulting frem the increased propertion of new replacement
devices in order to expedite the completion of the Philips Respironics voluntary recall. In each of the regular quarterly meetings of the Committee, the
Committee reviewed the draft of the press releasa on the company’s annual or interim financial statements,

Matters relating to accounting policies, financial risks, reporting and compliance with accounting standards. Key accounting judgments were discussed in-

depth, and treatments were challengad, as were quality of earnings. Compllance with statutory and legal requirements and regulations, particularly in the

financial domain, was also reviewed. Important findings, Philips’ top and emerging areas of risk (including the internal auditor’s reporting thereon, and the

Chief ESG & Legal Officer’s review of litigation and other claims, as well as material investigations), and follow-up actions and appropriate measures were

examined thoroughly.

The company’s cash flow generation, liquidity and financing headroom, and its ability under its capital structure and credit ratings to pay dividends and to

fund capital investments, including share repurchases and other corporate finance initiatives. The Cemmittee also menitored ongoing goodwill impalrment

indicators, in particular in the Sleep & Respiratory Care business, which resulted in & EUR 1.3 billien non-cash charge in Q3 2022 for the impairment of
goodwill of this business, The non-cash charge of EUR 168 million that was recorded in 03 2022 In connection with the initiative to enhance the productivity
in Research & Development {ameng others, by discontinuing certain Research & Development projects) has alse been reviewed by the Committee.

Furthermore, the Commitiee reviewed the goodwill impairment tests performed in the fourth quarter, risk management, legal compliance, and developments

in regulatory investigations, as well as legal proceedings, including antitrust investigations and related provisions.

+ The guarterly Internal Audit reports in which the Head of Internal Audit highlighted key findings of internal audits and fraud investigations by the Internal
Audit Function in the previous quarter. The Committee discussed the adequacy of the remediation actions agreed with management and accountabilities for
executing on these actions. In each meeting the Head of Internal Audit alse presented the audit schedule for the upceming quarter,

+ Specific finanee topics, share repurchases, and in particular the settlement of forward contracts enterad into as part of the share repurchase program
announced on July 26, 2021, {at the original settlement dates in 2023 and 2024, instead of in 2022 as earlier announced), capital spending and the company’s
debt financing strategy {including the EUR 1 hillion credit facility the company entered Into as announced on October 24, 2022).

+ A postinvastment review of projects in the areas of Information Technology, Research & Development, Real Estate, Operations and Restructuring, and
assessment of the actual spend and timing of such projects against the original budget and timing.

* Review and approval of the revised Internal Audit charter, annual audit plan and budget, audit scope, and its coverage in relation to the scope of the external
audit, as well as the staffing, independence, performance and organizational structure of the Internal Audit Function.

o The performance of the external auditor in conducting the group ant statutory audits as reguired by the Auditor Policy and the results of the 2021 £Y servica
quality review program for Philips. Taking into account this performance review, the Committee evaluated the proposal for re-appointment of Ernst & Young
Accountants LLP. Subsequently, Ernst & Young Accountants LLP was re-appointad at the 2022 Annual General Meeting of Shareholders as external auditor for
a term of one year, starting on January 1, 2023,

+ Later in the year, the Committee also evaluated the auditor tender process which resulted in the Committee’s recommendation to the Supervisory Board to
submit to the 2023 Annual General Meeting of Shareholders proposals to re-agpoint Ernst & Young Accountants LLP as the company’s external auditor for a
term of one year, starting on January 1, 2024 and to appoint PricewaterhouseCoopers Accountants N.V. as the company’s new external auditor, starting on
January 1, 2025 for.a term of four years.

» The proposed 2022 external audit scope, including key audit areas, approach and fees, and non-audit services provided by the external auditor in conformity
with the Philips Auditor Palicy.

+ Review and challenge of the independence as well as the professional fithess and goed standing of the external auditor and its engagement partners. For
Information on the fees of the Group auditor, please refer to Audit fees in the note Income from operations.

+ The company’s policy on business controls, legal compliance and the General Business Principles {(including deployment}. The Committee reviewed, discussed
and monitored closely the company’s internal controt certification processes, and in particular, compliance with section 404 of the US Sarbanes-Oxley Act and
its requirements regarding assessment, review and monitoring of internal contrels, The Committee also reviewed the status of previously reported significant
deficiencies and progress made with respect to the remediation thereof. It also discussed on a regular hasis the developments in, and findings relating to,
conduct resulting from investigations into alleged viclations of the General Business Principles and, if required, any measures taken,

» The company’s structure and system on export controls and sanctions for compliance with the international sanctions and export controls.

Furthermore, the Committee received a report from the company’s Head of Tax, updating the Committes on several tax aspects, including the company’s effective tax rate, tax
transparency and tax assets and liabilities.

In February 2023, the Committee reviewed, together with the other members of the Supervisory Board, the key audit matters and the critical audit maiters identified by the
auditar in relation to the 2022 financial statements included In the Annual Report 2022 and the Annual Repart on Form 20-F respectively as well as the draft of the Anhual
Report 2022. In February 2023, the Committee also reviswed the drafi of the company's 2022 Country Activity and Tax Report,

During each regular guarterly Audit Committee meeting, the Committee reviewed the quarterly report from the external auditer, in which the auditor set forth its findings and
attention points during the relevant period. Apart from the Audit Committee meetings, the external auditor also attended all private sessions with the Audit Corimittee, where
their observations were, if necessary, further discussed. The Annual Audit Letter was circulated to the full Supervisory Board, and planned actions to address the items raised
were discussed with management in the subsequent Audit Committee meetings s well as in private sessions with management,

finally, the Commiitee reviewed the Audit Committee Charter and concluded it remalns appropriate.

Report of the Quality & Regulatory Committee

The Quality & Regulatory Committes was established in view of the importance of patient safety and the quality of the company's products, systems, services and solutions.
The Committee provides broad oversight of compliance with the regulatory requirements that govern the development, manufacturing, marketing and servicing of the
company’s products, systems, services and solutions. The Quality & Regulatory Committes assists the Supervisory Boavd in fulfilling its oversight responsibilities in these areas,
It is chaired by David Pyott and its maembers are Mare Harrison and Peter Loscher.



In 2022, the Quality & Regulatory Committee held six meetings and all Committee members attended these meetings. The Chief Executive Officer, the Chief ESG & Legal
Officer, the Chief Operations Officer and the Chief Quality & Regulatory Offlcer were present during these meetings.

The following overview indicates some of the matters that were discussed during meetings in the course of 2022:

*

Tha company’s Quality & Regulatory strategy, focusing on patients and customers to ensure the safety and efficacy of the company’s products and salutions
and the status and progress of the company's Accelerating Patient Safety and Quality program. For more information, please refer to Quality & Regulatory and
patient safety,

The Philips Respironics voluntary recall notification related to the sound abatement foam in certain sleep and respiratory care praducts (announced on June
14, 2021} in the company’s Sleep & Respiratory Care business. Management regularly updated the Committee on the trend of the number of devices
registered for remediation and on the progress of the repair and replace pregram for the affected devices, as well as actions taken to accelerate the
remediation. The Committee reviewed aspects of this issue, such as the program governance to enable effective execution, ongoing engagements with the
FDA and DOJ, among others, with respect to the 518(a) Notification order issued by the FDA on March 10, 2022, the investigation initlated by the DCJ to
which Philips Respironics is subject, and the consent decree that Is currently under discussion with the US Department of Justice (DO, acting on behalf of the
FDA and engagements with other regulatory authorities globally. Furtherimore, the Committee reviewed and discussed with management the engagement
with and cemmunication efforts to patients, physicians, customers and durable medical equipment providers, the testing program and its outcomes, and
health hazard evaluations. The Committee also discussed the increases in the field action provision of EUR 165 million and EUR 85 million, respectively, as set
cut in more detail in the report of the Audit Committee above. Finally, management updated the Committee on two problems detected in corrected Trilogy
100/200 ventilatars that had already been repaired, as anncunced by the company on November 21, 2022; the potential root causes of these issues were
discussed between the Committee and management,

Management rpdated the Committee regularly with respect to other quality issues (ather than the Philips Respircnics voluntary recall notification mentioned
in the previous bullet} and the Committee reviewed the progress made with solving and closing such other issues, indfuding but not limited to the guality
issue with respect to the pads of the HeartStart 1 devices {for which the company issued a Field Safety Netice on February 21, 2022).

Review of progress in the transformation of the company’s Quality & Regulatory function, airmed at further strenpthening expertise and capabilities within the
company’s Quality & Regulatory function,

Review of the progress made with global inTtiatives around the transformation, standardization and simplification of the company's structure and
organizational processes relating to Quality Management Systems, Management Systems and regulated manufacturing sites {Legal Manufacturers).

The status and outcome of Quality & Regulatory-related investigations and inspections by regulatory authorities and Notified Bodias globally across the
arganizatian. This in paiticular coverad findings, related matters and follow-ug actions taken by the company to address these findings and includes the
progress made with respect to closing the open warning letter from the FDA in relation to the company’s Hospital Respiratory Care business. Management
also regularly provided the Committes with an overview of upcoming scheduled inspections across company sites by the FDA, other regulatory authorities
and Notified Bodies, and the actions taken to prepare such inspections.

Review of the 2022 dashbeard of Quality & Regulatory key performance indicators, showing the trend of performance. The Committes also reviewed the
Quality & Regulatory key performance indicators for 2023.
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Corporate governance

Introduction

Keninklijke Philips NV (Roval Philips), a company organlzed under Duich |aw, is the parent company of the Philips group. Its shares have been listed on the Amsterdam stock
exchange {Euronext Amsterdam) since 1312, Furthermore, its shares have been traded in the United States since 1962 and have been listed on the New York Stock Exchange
since 1987,

Royal Philips has a two-tier board siructure consisting of a Board of Management and a Supervisory Board, each of which is accountable to the General Meeting of
shareholders for the fulfillment of its respective duties,

The company |s gaverned by Dutch corporate and securities laws, its Articles of Assoclation, and the Rules of Procedure of the Board of Management and the Executive
Committee and of the Supervisory Board respectlvely, its corporate governance framework is also based on the Dutch Corporate Governance Code (dated December 8, 2016}
and US laws and regulations applicable to Foreign Private |ssuers. Additionally, the Board of Management has implemented the Philips General Buslhess Principles (GBP) and
underlying policies, as well as separate codes of ethics that apply te employees working in specific areas of our business, 1., the Financial Code of Ethics and the Procurement
Code of Ethics. Many of the documents referred to are published on the company’s website and more information can be found in Our approach to risk management.

In this section of the Annual Repost, the company addresses the main elements of its corporate governance structure, veports on how it applies the principles and best
practices of the Dutch Corporate Governance Code and provides the information required by the Dutch governmental Decree on Corporate Governance (Besfuit inhoud
bestuursversiog) and governmental Decree on Article 10 Takeover Directive {Bestuft artikel 10 overnamerichtiiin). When deemed necessary in the interests of the company, the
company may deviate from aspects of the company's corporate governance structure, and any such deviations will be disclosed in the company’s carporate governance report.

In compliance with the Dutch Corporate Governance Cods, other parts of the managament rapert {within the meaning of article 2:391 of the Dutch Civil Code} included in the
Annual Report address the strategy and culture of Philips aimed at long-term value creaticn. Philips’ strategy is driven by our purpose to improve people’s health and well-
being through meaningful innovation, as described In more detail in Strategy and Businesses, The Message from the CEO explains how the company’s strategy was executed in
202%; in this regard, please refer also to Financial performance. Furthermore, reference is made to the Philips Business System, an interdependent, cellaborative operating
model that covers all aspects of how we operate — strategy, governance, processes, people, culturs and performance management, As set out in Our culture, we set standards
for behaviors, quality and integrity within Philips that will help achiave operational excellence and extend our solutions capability to address our customers’ unmet needs,
Finally, refer to Environmental, Social and Governance for more information on our approach to doing business responsibly and sustainably and our overall societal impact.

Board of Management and Executive Committea

Introduction

The Board of Management is entrusted with the management of the company, Certain key cfficers have been appointed to support the Board of Management in the fulfilment
of its managerial duties. The members of the Board of Managerment and these key officers together constitute the Executive Committee. In this Corperate governance report,
wherever the Executive Committes is mentioned, this also includes the members of the Board of Management, unlass the context requires otherwise. Please refer to Board of
Management and Executive Committee for an overview of the current members of the Board of Management and the Executive Committee.

Under the chairmanship of the Prasident/Chief Exacutive Officer {CEQ), and supported by the other members of the Executive Committee, the members of the Board of
Management drive the company’s management agenda and share responsibility for the continuity of the Philips group, focusing on long-term value creation. Please refer to
the Rules of Procedure of the Board of Management and the Executive Committee, which are published on the company’s website, for a description of further responsibilities
and tasks, as well as procedures for meetings, resolutions and minutes.

In fulfilling their duties, the memhers of the Board of Manageinent and Executive Committee shall be guided by the interests of the company and its affiliated enterprise,
taking into account the interests of its stakeholders, The Board of Managemant and the Executive Committee have adopted a division of respensibilities based on the
functional and business areas, each of which is monitored and reviewed by the individual membkers. The Beard of Management is accountable for the actions and decisions of
the Executive Committee and has ultimate responsibility for the company's external reporting {including reporting to the shareholders of the company}.

The Beard of Management and the Executive Committee are supervised by the Supervisory Board. Mambers of the Board of Management and the Executive Committee will
ke present in the meetings of the Supervisory Board if so invited. In addition, the CEOQ and other membets of the Board of Management [and if needad, the other members of
the Executive Cammittee) meet on a regular basis with the Chairman and other members of the Supervisory Board, The Board of Management and the Execytive Committee
are required to keep the Supervisory Board informed of all facts and developments concerning Philips that the Supervisery Board may need to be aware of in erder to function
as required and to properly carry out its duties.

Certain important decisions of the Board of Management require Supervisory 8oard approval, including decisions concerning: the aperational and financial objectives of the
company and the strategy designed to achiave these objectives; the Issue, reptirchase or cancellation of shares; and major acquisitions or divestments,

Appointment and compaosition

Members of the Board of Management, including the CEQ, are appointed by the General Meetlng of Shareholders upon a binding recormmendation drawn up by the
Supervisory Board after consultation with the CEQ. This binding recommendation may be overruled by a resalution of the General Meeting of Sharehclders adopted by a
simple majarity of the vates cast and representing at least ohe-third of the Tssued share capital If a simple majority of the votes ¢ast is in favor of the resolution to overrule the
hinding recommendation, but such majority does not represent at least one-third of the issued share capital, a new meeting may be convened, at which the resolution may be
passed by a simple majority of the votes cast, regardless of the portion of the issued share capital represented by such majority. In the event that a binding recommendation
fhas been overruled, a new binding recommendation shall be submitted to the General Meeting of Sharehalders. If such secend kinding recommendation has been overruled,
the General Meeting of Shareholders shall be free to appoint a board member.

The CEQ and the other members of the Board of Management are appeinted for a term of four years, it being understood that this term expires at the closing of the General
Meeting of Shareholders to be held in the fourth calendar year after the year of their appointment er, if applicable, at a later retirement date or other contractual termination
date in the fourth year, unless the General Meeting of Shareholders resolves otherwise. The same applies in the case of re-appointment, which is pessible for consecutive
terms of four years. A (re-Jappeintment schedule for the Board of Management is puklished on the company's website.

Pursuant ta Dutch law, the members of the Board of Management are engaged by means of a services agreement {overeenkomst van opdracht). The term of the services
agreement is aligned with the term for which the relevart member has been appointed by the General Meeting of Shareholders, In case of termination of the services
agreement by the company, severance payiment is limited to a maximum of one year’s base salary, The services agreements provide no additional terminatlon benefits.

Members of the Board of Management may be suspended by the Supervisory Board and by the General Meeting of Shareholders, and members of the Board of Management

may be dismissed by the General Meeting of Shareholders {In each case in accordance with the Articles of Assaciation). The other members of the Executive Committee are
appoited, suspended and dismissed by the CEO, subject to approval by the Supervisory Board,

Supervisory Board
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The Supervisery Board supervises the policles, management and general affairs of Philips, and assists the Board of Management and the Executive Committee with acvice on
general policies related to the activities of the company. In fulfilling their duties, the members of the Supervisory Board shail be guided by the interests of the company and its
affiliated enterprise, taking into account the intarests of its stakeholders.

In the two-tier corporate structure under Dutch law, the Supervisory Board is a separate body that is independent of the Board of Management and the company. lts
independent character is alse reflected in the requiremant that members of the Supervisory Board can be neither a member of the Board of Management ner an employee of
the company. The Supervisory Board considers all its members to be independent under the Dutch Corporate Governance Code, Furthermore, the members of its Audit
Committee are independent under the rules of the US Securities and Exchange Commission, applicable to the Audit Committee.

The Supervisory Board must approve certain important decisions of the Board of Management, Including declsions concerning the operational, business and financial
objectives of the company and the stratagy desligned to achieva these objectives, the issug, repurchase or cancellation of shares and major acquisitions or divestments. The
Supervisory Board and its individual members each have a responstbility to request from the Board of Management, the Executive Committee and the external auditor all
information that the Supervisory Board needs In order to be able to carry out its duties properly as a supervisery body.

Please refer to the Rules of Procedure of the Supervisory Board, which are published on the company’s website, far a descriptlon of further responsibilities and tasks, as well as
procedures for meetings, resolutions and minutes.

In its report {included In the company’s Annual Report), the Supervisory Board describes the composition and functioning of the Supervisory Board and its committees, their
activities in the financial year, the number of committee meetings held and the main items discussed. Please refer to Supervisory Board repart. Please also refer to Supervisory
Board for an overview of the current members of the Supervisory Board,

Appointment and composition

Members of the Supervisory Board are appointad by the General Meeting of Shareholders upcn a binding recommendation drawn up by the Supervisory Board. This binding
recommendation may be overruled by a resolution of the General Meeting of Shareholders adopted by a simple majority of the votes cast and representing at least one-third
of the Isswed share capital, If a simple majority of the votes cast Is in faver of the resolution to overrule the binding recommendation, but such majority does not represent at
least ene-third of the issued share capital, a new meeting may be convened. At this new meeting the resclution may be passed by a simpie majority of the votes cast,
regardless of the porticn of the issued share capital represented by suck majerity. In the event that a binding recommendatien has been overruled, a new binding
recommendation shall be submitted to the General Meeting of Shareholders. If such second binding recommendation has been overruled, the General Meeting of
Shareholders shall be free to appoint a hoard member.

The term of appaintment of members of the Supervisory Board expires at the closing of the General Meeting of Shareholders ta be held after a period of four years following
their appointment. There Is ho age limit requiring the retirement of board members,

In line with the Dutch Corporate Governance Code, members of the Supervisory Board are eligible for re-appointment for a fixed term of four years once, and may
subsequently be re-zppointed for a pericd of two years, which appointment may be extended by at most two years, The report of the Supervisory Board must state the
reasons for any re-appointment beyond an gight-year perfod.

A [re-Jappeintment schedule for the Supervisory Beard is published on the company’s website.
Members of the Supervisory Board may be suspended or dismissed by the General Meeting of Shareholders in aceordance with the Articles of Association,

Candidates for appointment to the Supervisory Board are selected taking into account the company’s Diversity Policy, which |s published on the cormnpany's website. The
Supervisory Board’s composition furthermore follows the profile included in the Rules of Procedure of the Supervisory Board, and the size of the board may vary as it considers
appropriate to suppert its profile, Please refer to Supervisary Board report by the Supervisory Board.

Effective 2022, Dutch law provides a mandatory gender quota, requiring that least one-third of the Supervisery Board members are women and at least one-third men (for
calculation purposes, a tetal number of beard members that cannot be divided by three, must be rounded up to the next number that can be divided by three). The quota is
applicable to (i) the appointment of new Supervisory Board members, and (i) the re-appeintment of acting beard members after eight years following their initial
appointment. Except in certain exceptional circumstances, any appointment or re-appaintment resulting in a Supervisory Board composition which does not meet (or no
longer meets) the quota, will be invalid {hull and void).

Supervisory Board committees

The Supervisaory Board, while retaining overall responsibility, has assigned certain tasks to four committees: the Corporate Governance and Nemination & Selection
{ommittee, the Remuneration Committee, the Audit Committes, and the Quality & Regulatory Committee. Each committee reports ta the full Supervisory Board. Please refer
to the charters of the respective committess, which are published on the compariy's website as part of the Rules of Protedure of the Sugervisory Board, for a description of
thetr responsikilities, compesition, meetings and working procedures.

The Corporate Governance and Momination & Selection Comnittee is responsible for preparing selection criteria and appointment procedures for members of the Supervisory
Board, the Board of Management and the Executive Commiitee. The Committae makes proposals to the Supervisory Board for the {relappointment of such members, and
periodically assesses their functioning. The Committee also periodically assesses the Executive Committes succession planning, and the Diversity Policy, and supervises the
policy of the Executive Cominittee on the selection eriteria and appointment procedures for Philips executives. At least once & year, the Committee reviews the corporate
governance principles applicable to the company, and advises the Supervisory Board on any changes to these principles that it deems appropriate.

The Rermuneration Committee is responsible for preparing decisions of the Supervisory Board on the remuneration of individual members of the Board of Management and
the Executlve Committee. The Committee prepares &h annual remuneration report, which is published on the company’s wehsite by the Supervisory Board ahead of the
Annhual General Meeting of Shareholders. h performing its duties and responsihilities, the Remuneration Committee is assisted by an external consultant and an in-house
remuneraticn expert.

The Audit Comnittee assists the Supervisory Board in fulfilling its oversight responsibilities for: the Integrity of the cornpany's finandial statements; the financial reporting
process; the effectiveness (also in respect of the financial reporting process) of the system of internal conirols and risk management; the internal and external audit process;
the internal and external auditor’s quaiificatiens, independence and performance; as well as the company’s process for monitaring compliance with laws and regulations and
the GBP {including related manuals, training and tools). It reviews the company’s annual and interim financial statements, including non-financial information, prior to
publication and advises the Supervisory Board on the adequacy and appropriateness of intarnal control policies and internal audit programs and their findings, The Committee
furthermore supervises the internal audit function, maintains contact with and supervises the external auditor and prepares the nomination of the external auditor for
appointment by the General Meeting of Shareholders,

The composition of the Audit Committee meets the relevant requiremenis under Dutch law and the applicable US rules, All of the members are considered te be independent
and financially literate, and the Audit Committee as a whole has the competence relevant to the sector in which the company is operating, In addition, Liz Doherty is
designated as an Audit Committee financizl expert, as defined under the regulations of the US Securities and Exchange Commission. The Supervisory Board considers the
expertise and experience available in the Audit Committee, in conjunction with the possibility to take advice from internal and external experts and advisors, to be sufficient
for the fulfillment of the tasks and responsibilities of the Audit Comimittee.

The Quality & Regulatory Committee has been established by the Supervisory Board in view of the central importance of the guality and (patient) safety of the company’s
products, systetns, services and software as well as the development, testing, manufacturing, marketing and servicing thereof, and the regulatory requirements relating
thereta, The Quality & Regulatory Committes assists the Supervisory Board in fulfilling its oversight responsibilities in this area, whilst recognizing that the Audit Cornmittee
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assists the Supervisory Board in its oversight of other areas of regulatory, compliance and legal matters.

Other Board-related matters

Remuneration and share ownership

The remuneration of the individual membears of the Board of Management is determined by the Supervisery Board, taking into account the remuneration policy adoptad by
the General Meeting of Sharehalders. The remuneration of the individual members of the Supervisory Board is determined by the General Meeting of Shareholders, also on
the basis of 2 remuneration policy.

The current remuneraticn policies for the Board of Managament and the Supervisory Board, respectively, were adopted in 2020 and are published on the company’s website.
Pursuant to Dutch law, the sharehalders are entitled to vote on the adoption of the separate remuneration policies for the Beayd of Management and the Supervisory Board at
the Annual General Meeting of Shareholders {at least) every four years. The adoption of a remuneration policy will require a specizl majority of three-guarters of the votes cast
[as the Articles of Assoclation do not provide for 4 lowet majorlty).

A descriptlon of the composition of the remuneration paid and owed to the individual members of the Board of Management and the Supervisory Board is included in the
annual remuneraticn report {as prepared by the Remmuneration Committee, adopted by the Supervisory Board and published on the companry's website). Sharehelders have an
advisory vote at each Annual General Meeting of Sharehelders on the remuneration repart relating to tha preceding financial year,

Pursuant to Dutch law, the Supervisory Board Is authorized to reduce or eliminate unpaid bonuses awarded to members of the Board of Management if payment or delivery of
the bonus would be unacceptable according to the principles of reasonableneass and fairness. The company, which in this respect may also be represented by the Supervisory
Board or a special representative appointed for this purpose by the General Meetlng of Shareholders, may also request return of bonuses already paid or dellvered insofar as
these have been granted on the basis of incarrect information on the fulfillment of the relevant performance criteria or other conditions. Bonuses are broadly defined as ‘non-
fixed’ [variable) remunerztion — either in cash or in the form of share-based compensation — that is cenditional In whole o in part cn the achievement of certaln targets or the
occurrence of certain circumstances. The explanatory notes to the halance sheet shall report on any moderation and/for claim for repayment of Board of Management
remuneration, No such reduction of unpaid bonuses or requests for repayment occurred during the financial year 2022.

In compliance with the Dutch Corporate Governance Code, the tompany does not grant personal loans to and guarantees on behalf of membars of the Beard of Management
or the Supervisory Board, No such loans ware granted and no such guaranteas were issued In 2022, nor were any [oans or guarantees outstanding as of Decamber 31, 2022,

Also in compliance with the Dutch Corporate Governance Code, the Articles of Association provide that shares or rights to shares shall not be granted to members of the
Supervisory Board.

Members of the Board of Management and the Supervisory Board may only hold shares in the company for the purpose of long-term investment and must refratn from short-
term transactions in Philips securities, According to Philips” internal rules of conduct with respect to inside information, members of the Board of Management and the
Supervisory Board are only allowed to trade In Phillps securities {Including the exercise of stock options) during "windows’ of 20 business days following the publication of
annual and guarterly results (provided further the person invalved has no inside information regarding Philips at that time, unless an exemption is available). Furthermore,
members of the Board of Management and the Supervisory Board are prohibited from trading, directly or indirectly, in securities of any of the companies belonging to Philips”
peer group {as determined by the Supervisory Board) durng one week preceding the disclosure of Philips’ annual or quarterly results,

Transactions in Philips shares carried out by members of the Board of Management and the Supervisary Board are reported to the Dutch Autherity for the Financial Markets
(AFM] in accordance with the EU Market Abuse Regulation and, if necessary, to other relevant autharities.

Indemnification

Unless Dutch law provides otherwise, the members of the Board of Management and of the Supervisory Board shall be reimbursed by the company for varicus costs and
expenses, such as the reasonable costs of defending claims, as formalized I the Articies of Assaclation. Under certain circumstances, described it the Articles of Assaciation,
such as an act or failure to act by a member of the Board of Mahagement or a member of the Supervisory Board that can be characterized as intentional {opzettefik),
intentionally reckless (bewust roekeloos) or serlously culpable {ernstig verwijibaar), there will be no entitlement to this reimbursement unless the law or the principles of
reasonableness and faltness require otherwise, The company has also taken out liability insurance {D&D — Directors & Officers) for the persons cencerned,

Diversity

Candidates for appointment to the Superviscry Board, the Board of Management and the Executive Committee are selected taking Inte account the company's Diversity Polley,
which is published on the company’s website, Effective 2022, Dutch law provides that {re-Jappointments of members of the Supervisory Board must be in accordance with a
mandatory gender quota, requiring that at least one-third of the supervisory board members are women {and at least one-third are men). There are certain exceptions where
the gender guota doees not apply, such as the re-appointmenis within eight years of the initial appeintment and {re-Jappointinents made in exceptional tircumstances.

For more details on the Diversity Poiicy and board diversity, please refer to Report of the Corporate Governance and Nomination & Selection Commitiee. For more details on
the Diversity Policy, the profile of the Supervisory Board and board diversity please refer to Supervisory Board report, to Report of the Corporate Governance and Nomination
& Selection Committee and to Inclusion & Diversity.

Conflicts of interest

Dutch law oh conflicts of interest provides that a member of the Board of Management or Supervisary Board may not participate in the adoption of resclutions if he or she has
a direct or indirect personal conflict of interest with the company or related enterprise. If all members of the Board of Management have a canflict of interest, the resolution
concerned will be considerad by the Supervisory Board, If all members of the Supervisary Board have a conflict of interest, the resolution concerned must be considered by the
General Meeting of Sharehalders.

In compliance with the Dutch Corporate Governance Coda, the company’s corporate governance includes rules to specify situations in which a potential ar actual conflict may
exist, procedures to avoid such conflicts of interest as much as passible, and procedures to deal with such canflicts should they arise. Relevant matters refating to conflicts of
interest, if any, must be mentioned in the Annual Report [specifically the management report} for the financial vear in question, No decisions 2 enter into materiat
transactions in which there are conflicts of interest with members of the Board of Management or the Supervisary Board were taken during the financial year 2022,

Outside directorships

In gompliance with the Putch Corporate Governance Code, members of the Beard of Management require the approval of the Supervisory Board before they can aceept a
positian as a member of a supervisory board or 2 position as a non-executive director on a one-tier board {Non-Executive Directorship) at ancther company. The Supervisory
Board must be notified of other important positions (to be) held by a member of the Board of Management.

Dutch law provides for certain limitations on the number of Non-Executive Directorships a member of the Board of Management or Supervisory Beard may hold. No member
of the Board of Management shzll hold mere than two Non-Executive Directorships at ‘large’ companies {naumioze vennootschappen or hesloten vennootschappen) or ‘large’
foundations {stichtingen), as defined under Dutch law, and ne member of the Board of Management shall hold the position of chairman of ancther one-tier board or the
position of chairman of another supervisary board. No member of the Supervisary Board shall hold more than five Non-Executive Directorships at such companies or
foundations, with a position as chairman counting for two. During the financial year 2022 all members of the Board of Management and the Supervisory Board complied with
the limitations described above (n this paragraph.

General Meeting of Shareholders

Meetings
The Annual General Meeting of Shareholders shall be held no later than six menths after the end of the financial year. The agenda for the meeting typically includes: an
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advisory vote on the remuneration repert; discussion of the Anrual Report; the adoption of the financial statements; pollcy on additions to reserves and dividends; any
proposed dividends or other distributions; discharge of the members of the Board of Management and the Supervisory Board; any other matters proposed by the Supervisory
Board, the Board of Management or shareholders in accordance with Dutch law and the Articles of Association.

Sharehalders” meetings are convened by public notice via the company’s website, and registered shareholders are notified by letter or by electronic means of communication
at least 42 days prior to the day of the relevant meeting. Shareholders who wish to exercise the rights attached to their shares in respect of a shareholders’ meeting are
required to register for such meeting. Sharehclders may attznd a meeting in person, vote by proxy (via an Independent third party) or grant a power of attorney te a third
party to attend the meeting and vote on thelr behalf. Details on registration for meetings, attendance and proxy voting will be included in the notice convening the relevant
meeting.

Pursuant to Dutch law, the record date for the exerclse of voting rights and rights relating to sharehelders’ meetings is set at the 28th day prior to the day of the relevant
meeting. Shareholders registered on such date are entitled to attend the meeting and to exercise the cther shareholder rights {at the relevant meeting) notwithstanding any
subsequent sale of their shares after the record date.

In accordance with the Articles of Association and Dutch law, requests from shareholders for items to be Included on the agenda will generally be henored, subject to the
campany’s rights to refuse to include the requested agenda item under Dutch law, provided that such requests are made in writing at least 60 days before a General Meeting
of Shareholders to the Board of Managemant and the Supervisory Board by sharcholders representing at least 1% of the company’s sutstanding capital ar, according to the
official price list of Euronext Amsterdam, representing a value of at least EUR 50 million. Written requests may be submitted electronically and shall comply with the procedure
stiputated by the Board of Management, which procedure 1s posted on the cornpany's website,

Pursuant to Duteh law, shareholders requesting an item to be inclucled on the agenda of a meeting have an obligation ta disclose their full economic interest {i.e., leng position
and short position) to the company. The company has the obligation to publish such disclosures on its website.

Main powers of the General Meeting of Sharehclders
The maln powers of the General Meeting of Shareholders are:

to appoint, suspend and dismiss members of the Beard of Management and the Supervisory Board;

+ toadopt remuneration policies for the Board of Management and the Supervisory Board, to determine the remuneration of the individual members of the
Supervisory Board and to approve leng-term incentive (equity-based) plans for the Baard of Managemeant;

to adopt the annual accounts, to declare dividends and to discharge the Board of Management and the Supervisory Board from any liability in respect of the
performance of their respective duties for the pravious financial year;

to appoint the company’s externzl auditor;

* to adopt amendments to the Artlcles of Assoctation and proposals to dissolve or liquidate the company;

to issue shares or rights to shares;

to restrict or exclude pre-emptive rights of shareholders and to repurchase or cancel outstanding shares; and

» inaccordance with Dutch law, to approve decisions of the Board of Management that are so far-reaching that they would greatly change the identity or
nature of the company or the business.

.

.

The company applies principle 4.1 of the Duich Corporate Governance Code within the framework of the Articles of Association and Dutch law and in the manner described tn
this cosporate governance report, All Issued and outstanding shares carry voting rights and 2ach share confers the right to cast one vote in a shareholders’ meeting. Pursuant
ta Putch law, no vates may be cast at a General Meeting of Shareholders in respect of shares which are held by the company, There are no special statutory rights attached to
the shares of the company and no restrictions on the voting rights of the company's sharas exist, Subject to certain exceptions provided by Dutch law and/or the Articlas of
Association, resolutions of the General Meeting of Shareholders are passed by an absolute majority of votes cast and do not require a quorum.,

Share capital; issue and repurchase of (rights to) shares

The authorized share capital of the company amounts to EUR 800 million, divided into 2 billion common shares with a nominal value of 20 eurocents sach and 2 billion
preference shares also with a nominal value of 20 eurocents each. On December 31, 2022, tha issuad share capital amounted to EUR 177,863,016.40 divided into 889,315,082
commen shares and no preference shares. All shares are fully paid-up. There are currently no limitations, either under Dutch law or the Articles of Association, to the transfer
of the common shares.

Only Euroclear shares are traded on Euronext Amsterdam. Only New York Registry Shares are traded on the New York Stock Exchange. Pursuant to article 10:138{2) of the
Dutch Civil Code, the laws of the State of New York are applicable to the propristary regime with respect to the New York Registry Shares, which proprietary regime includes
the requirements for a transfer of, or the creation of an in rem right in, such Mew York Registry Shares. Euroclear shares and Mew York Registry Shares may be exchanged for
each other.

As per December 31, 2022, approximately 89% of the common shares were held through the system of Euroclear Nederland (Euroclear shares) and appraximately 11% of the
comman shares were represented by New York Registry Shares issued in the name of approximately 843 holders of record, The latter include Cede & Co, Cede & Co acts as
notninee for The Depository Trust Company, which holds the shares (indirectly} for individual investors as beneficiaries. Deutsche Bank Trust Company Americas is Philips’ New
York transfer agent, registrar and dividend disbursing agent. Since certain shares are held by brokers and other nominees, these numbers may not be representative of the
actual number of United States beneficial holders or the number of New York Registry Shares beneficially held by US residents,

At the 2022 Annual General Meeting of Sharcholders, it was resclved to authorize the Beard of Management, subject to the approval of the Supervisory Board, ta issue shares
ar to grant rights to acguire shares Ir the company as well as to restrict or exclude the pre-emption right aceruing to shareholders up to and including Novernber 9, 2023. This
authorization is limited to a maximum of 10% of the number of shares Issued as of May 10, 2022,

In addition, at the 2022 Annual General Meeting of Shareholders, it was resolved to authorize the Board of Management, subject to the approval of the Supervisory Board, to
acquire shares in the company within the limits of the Articles of Association and within a certain price range up to and including November 9, 2023. The maximum number of
shares the company may hold will not exceed 10% of the Issued share sapital as of May 10, 2022, The number of shares may be increased by 10% of the issued capital as of
that same date in connection with the execution of share repurchase programs for capital reduction programs.

Annual financial statements and external audit

The annual financial statements are prepared by the Board of Management and reviewed by the Supervisory Board upon the advice of its Audit Committes, taking into
account the report of the external auditor. Upon approval by the Supervisory Board, the accounts are signed by all members of both the Board of Management and the
Supervisary Board and are published together with the opinion of the external auditor. The Board of Management is rasponsible, under the supervision of the Supervisory
Board, for the guality and completeness of such publicly disclased financial reports. The annual financial statements are presented for discussion and adoption at the Annual
General Meeting of Shareholdess, to be convened subsequently.

The exterpal auditor Is appointed by the General Meeting of Shareholders in accordance with the Articles of Association. Philips’ current external auditor, Ernst & Young
Accountants LLP, was appainted by the General Meeting of Shareholders held on May 7, 2015, for & term of four years starting lanuary 1, 2016, was re-appeinted at the Annual
General Meeting of Shareholders held on May 9, 2019 for a tarm of three years starting January 1, 2020 and was re-appointed at the Annual General Meeting of Shareholders
held en May 10, 2022 far a term of ene year starting January 1, 2023,

European and Dutch faw requires the separation of audit and certain non-audit services. The external auditor may only provide audit and audit-related services and is
prohibited from providing any other services, This is reflectad in the Auditor Policy, which Is published on the company’s website. The policy is alse in line with (and in some
ways stricter than} applicable US rules, under which the appointed external auditor must be independent from the company both in fact and appearance.
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The Auditor Policy specifies certain audit services and audit-related sarvicas (also known as assurance services) that will or may be provided by the external auditor, and
includes rules for the pre-approval by the Audit Committee of such services. Audit services must be pre-approved on the basis of the annual audit services engagement agraed
with the external auditor. Proposed audit-relsted services may be pre-approved at the beginning of the year by the Audit Commiitee (znnual pre-approval) or may be pre-
approved during the year by the Audit Commitiee In respect of a particular angagement [specifle pre-approval), The annual pre-approval is based on a detailed, Itemized list of
services to be provided, which is designed ta ensure that there is no management discretion in determining whether a service has been approved, ahd to ensure that the Audit
Committee isinformed of each of the services it is pre-approving. Unless pre-approval with respect to a specific service has been given at the beginning of the vear, each
proposed service requires spacific pre-approval during the year, Any apnually pre-approved services where the fee for the engagement )s expected to exceed pre-approved
cost levels or budgeted amounts will also require specific pre-zpproval. The term of any annuat gre-approval is 12 months from the date of the pre-approval unless the Audit
Comimittee staies otherwlse. During 2022, there were no services provided to the company by the external auditor which were not pre-approved by the Audit Committee.

Stichting Preferente Aandelen Philips

Stlchting Preferente Aandelen Philips, a Foundation (stichting) organized under Dutch law, has been granted the right to acquire preference shares in the capital of Royal
Philips, as stated in the company’s Articles of Assoclation. In addition, the Foundatlon has the right to file & petition with the Enterprise Chamber of the Amsterdam Court of
Appeal to commence an inquiry procedure within the meaning of article 2:344 of the Dutch Civil Coda,

The object of the Foundation is to represent the interests of Reyal Philips, the enterprises maintained by the company and its affillated companies within the compary’s group,
In such a way that the interests of the company, these enterprises and all parties invelved with them are safeguarded as effectively as possible, and that they sre afforded
maximuim protection against influences which, in conflict with those interests, may undermine the autonomy and identity of Philips and those enterprises, and also to do
anything related to the above ends or conducive to them. This object includes the protection of Philips against {an attempt at) an unsolicited takeover or other attempt to
exert {de facta) control of the company. The arrangement will allow Philips to determine its position in relation to the relevant third party (or parties} and its {their) plans, to
seek alternatives and to defend the company's interests and thosea of its stakehalders,

The mere notification that the Foundation exercises its right to acquire preference shares will result in such shares being effectively issued. The Feundation may exercise this
right for as many preference shares as there are comrmon shares In the company cutstanding at that time. No preference shares have been issued as of December 31, 2022.

The members of the self-electing Board of the Foundation are Meassrs 1.2, de Kreij, ).V, Timmermans, J. van der Veer and P.N. Wakkie. Ne Philips Supervisery Board or Board of
Management members or Phillps officers are represented on the board of the Foundation.

Other than the arrangements made with the Foundation referred to above, the company does not have any measures which exclusively or almost exclusively have the purpose
of defending against unsalicited public offers for shares in the capltal of the company. [t should be noted that the Board of Management and the Supervisory Board remain
under all circumstances authorized to exercise all powers vested in them to promote the interests of Philips.

The company has issued certain corporate bonds, the provisions of which contain a ‘Change of Control Triggering Event’ or a ‘Change of Contrel Put Event’, Upon the
occurrence of such events, the company might be required to offer to redeem or purchase any outstanding bonds at certain pre-determined prices. Please aiso refer to Debt.

Major shareholders

The Dutch Act on Financial Supervision imposes an obligation on persens holding certain interests to disclose {inter vlia) percentage holdings in the capital and/or voting rights
in the company when such holdings reach, exceed or fall below 3, 5, 10, 15, 20, 25, 30, 40, 50, 60, 75 and 95 percent {as a result of ah acquisition or disposal by a person, or as
a result of a change in the company’s total number of vating rights or capital issued}. Certain derivatives {settled in kind or in cash) are akso taken into account when calculating
the capital interest, The statutory obligation o disclose capital interest relates not only ta gross long positions, but also to gross short positions. Required disclosuras must be
made to the Dutch Authority for the Financial Markets (AFM) without delay. The AFM then notifies the company of such disclosures and includes them in a register, which is
published on the AFM's website. Furthermotre, an obligation tc disclose {net) short positions Is set out in the EU Regulation on Short Sefling.

The AFM register shows the following notifications of substantial holdings and/or voting rights at or above the 3% threshold: BlackRock, Inc.: substantial holding of 5.75% and
7.45% of the voting rights (May 13, 2022); T. Rowe Price Group, Inc.: substantiat holding of 4.98% and 4.96% of the voting rights {February 2, 2023); Artisan Investments GP
LLC: substantial holding of 5.13% and 5.13% of the voting rights (May 5, 2022).

Corporate information

The company began as a limited partnership with the name Philips & Co in Eindhoven, the Netherlands, in 1891, and was converted into the company with limited liability N.V.
Philips’ Gloeilampenfabricken eh September 11, 1812, The company’s hame was changed to Philips Electronics N.Y. on May 6, 1994, to Keninklijke Philips Electronics NA on
April 1, 1998, and to Koninklijke Philips NV. on May 15, 2013.

The mafority of the shares in Royal Philips are held through the system maintained by the Dutch Central Securities Depasitory (Euraclear Nederland). In the past, Philips has
alse issued (physical) bearer share certificates ('Share Certificates’}. A limited number of Share Certificates have not been surrendered yet, although the holders of Share
Certificates are still entitled to a corresponding number of shares in Royal Philips, It is noted that, as a result of Dutch legislation that became effective per July 2019, the
relevant shares were registered in the name of Royal Philips by operation of law per January 1, 2021. Owners of Share Certificates will continue to be entitled to a
corresponding number of shares, but may not exercise the rights attached to such shares until they surrender their Share Certificates. Gwnets of Share Certificates may come
forward to do so and to receive a corresponding number of shares untll January 1, 2028, at the latest. As per January 2, 2026, entitlements attached to the Share Certificates
not surrendered, will expire by operation of law. For mare information, please contact the Investor Relations department by emai {investor.relations@ philips.com) or
telephone (+31-20-59 77222).

The statutory seat of the company is Eindhoven, the Netherlands, and the statutory list of all subsidiaries and affiliated companies, prepared in accordance with the relevant
legal requirements (Dutch Civil Code, Book 2, articles 378 and 414), forms part of the notes to the consoelldated financial statements and is deposited at the office of the
Commercial Register in Eindhoven, the Netherlands {file no. 17001910}, The executive offices of the company are lacated at the Philips Center, Amstelplein 2, 1096 BC
Amsterdam, the Netherlands, telephonhe +31-20-59 77777,

Additional information

Articles of association
Set forth helow is a summary of certain provisions of the Articles of Association of the company, appiicable Dutch law and related campany policies. This surnmary does not
constitute legal advice regarding those matters and should not be regarded as such.

Ohject and purpose

The abjects of the company are to establish, participate in, administer and finance legal entities, companies and other legal forms for the purpese of the manufacture and
trading of electrical, electronic, mechanical or chemical products, the development and exploitation of technical and other expertise, including software, or for the purpose of
other activities, and to do everything pertaining thereto or connected therewith, including the provision of security in particular for commitments of business undertakings
which beleng to its group, all this in the widest sense, as may alsc be conducive to the proper continuity of the collectivity of business undertakings, in the Netherfands and
abroad, which are carried on by the company and the companies In which it directiy or indirectly participatas. These ohjgcts can be found in Article 2 of the Articles of
Assadation.

Share Capital
On December 31, 2022, the issued share capital amounted to EUR 177,863,016.40 divided into 889,315,082 commeon shares and no preference shares.,

Voting rights
All issued and outstanding shares carry voting rights and each share confers the right to east one vote in a shareholders’ meeting, Pursuant ta Dutch law, no votes may be cast



at a General Meeting of Shareholders in respect of shares which are held by the company. There are no special statutary rights attached to the shares of the campany and ne
restrictions on the voting rights of the company's shares exist. Major shareholders do not have different voting rights than other shareholders.

Dividends

A dividend will first be declared on preference shares out of net income. The Board of Management has the power to determine what portion of the net income shall be
retained by way of reserve, subject to the approval of the Supervisory Beard. The remainder of the net income, after reservations made, shall be available for distribution to
halders of commaon shares subject to shareholder approval after year-end,

Liquidation rights
In the event of the dissolution and liquidation of the company, the assets ramaining after payment of all debts and liquidation expenses ara to be distributed in the following
order of priority: to the holders of preference shares, the amount paid therecn; and the remainder to the holders of the common shares.

Preemptive rights

Shareholders have a pro rata preferential right of subscription o any comman share issuance unless the right is restricted or excluded. If designated by the General Meeting of
Shareholders, the Board of Management has the power to restrict or exclude the preferential subscription rights, A designation of the Board of Management will be effective
far a specified period of up to five years and may be renewed. Currently, the Board of Management has been granted the power to restrict or exclude the preferential right of
subseription up to and ineluding November 9, 2023, If the Board of Management has not been designated, the General Meetlng of Shareholders has the power to restrict or
exclude such rights, upon the proposal of the Beard of Management, which propesal must be approvad by the Supervisory Board, Resolutions by the General Meeting of
Shareholders referred to in this paragraph require approval of at least two-thirds of the votes cast if lass than half of the issued share zapital is represented at the meeting.

The faregoing provisions also apply to the issuance of rights to subscribe for shares.

General Meeting of Shareholders

The Annual General Meeting of Shareholders shall be held each year not later than the thirtieth day of June and, at the Board of Management's option, in Eindhoven,
Amsterdam, The Hague, Ratterdam, Utrecht or Haarlemmermeer {including Schigho! alrport}; the netica convening the meeting shall inferm the shareholders accordingly.
Without prejudice to applicable Jaws and regulations, the Board of Management may resolve to give notice to holders of its listed and traded via a stock exchange shares via
the company’s webslte and/or by other electronic means representing a public announcement, which announcement remains directly and permanently accessible until the
General Meeting of Shareholders. Holders of registerad shares shall be notified by letter, unless the Beard of Management resolves 1o give notice to holders of registered
shares by electronic means of communication by sending 2 legible and reproducible message to the address indicated by the shareholder to the company for such purpase
provided the relevant shareholder has agreed hereto.

In principle, all shareholders are ¢ntitled to attend & General Meeting of Shareholders, to address the meeting and to vote, except for shares held in treasury by the company.
They may exercise the aforementioned rights ata meeting only for the comimen shares which on the record date are registered in their name, The racord date is puklished in
the above announcement and is, pursuant to Dutch law, set as the 28th day prior to the day of the relevant meeting. Holders of registered shares must advise the company in
writing of their intention to attend the General Meeting of Shareholders. Holders of shares listed and traded via a stack exchange who either in person or by proxy wish to
attend the General Meeting of Shareholders, should netify ABN AMRO Bank N, which is acting as agent for the company. They must submit a confirmation by a participating
institution, in which administratlon they are registered as holders of the shares, that such shares are registered and will remain registered in its administration up to and
including the record date, whereupon the holder will receive an admission ticket for the General Meeting of Shareholders. Halders of shares who wish to attend by proxy have
to submit the proxy at the same time. A particigating instituticn is a bank or broker which, according to the Dutch Securities Deposltory Act {Wet girad! effectenverkeer), is an
intermediary (intermeadiair) of the Dutch Central Securities Depository [Eurcclear Nederland).

In cotnection with the General Meeting of Shareholders, the company does not solicit proxles within the United States.

The Articles of Association of the company provide that there are no guorum requirements to hold a General Meeting of Shareholders. Subject to certain exceptions provided
by Dutch law and/or the Articles of Association, resclutions of the General Meeting of Shareholders are passed by an ahsolute majority of votes cast and do not require a
quarum.

Limitations on right to hold or vote Common Shares
There are no limitatiens imposed by Dutch law or by the Articles of Assaciation on the right of non-resident owners to hold or vate the Cormmen Shares.

Exchange controls

Cash dividends paid in euros on Dutch registered shares and hearar shares may be officially transferred fram the Netherlands and converted into any other currency without
Dutch legal restrictions, except that for statistical purposes such payments and transactions must be reported to the Dutch Central Bank. Furthermore, ho payments, including
dividend payments, may be made to jurisdictions subject to sanctions adopted by the government of the Netherlands and implementing resclutions of the Security Council of
the United Nations.

The Articles of Assaciation of the company provide that cash distributions on New York Registry Shares shall be paid in US dollars, converted at the rate of exchange on the
stock market of Euronext Amsterdam at the close of business on the day fixed and announced for that purpose by the Board of Management.

Significant differences in corporate governzance practices

The corporate governance rules established by the New York Stock Exchange (NYSE) allow Foreign Private Issuers, like Royal Philips, to follow home country practices on most
corporate governance matters instead of those that apply to US domestic issuers, provided that they disclose any significant ways in which their corporate governance
practices differ from those applying to listed US domestic issuers under the NYSE listing standards. The following paragraphs summarize what we believe te be the significant
differences between certain Dutch practices on corporate governance matters and the corporate governance provisions applicable to US domestic issuers under the NYSE
listing standards.

Dutch corporate governance code
The company is 2 campany arganized under Dutch |aw, with its Common Shares listed on Euronext Amstardam, and is subject to the Dutch Corporate Governance Code of
December B, 2016 [the Dutch Corporate Govarnance Cede}. Philips’ New York Registry Shares, representing Common Shares of the compainy, are listed on the NYSE,

Board structure

The NYSE listing standards prescribe regularly scheduled executive sessions of nonh-executive directors. The company has a two-tier corporate structure consisting of a Board of
Management consisting of executive directors under the supervision of a Supervisory Board consisting exclusively of non-executive directors, Members of the Board of
Manzagement and other officers and employees cannot simultaneously act as member of the Supervisory Board. The Supervisory Board must approve specified dacisions of
the Board of Management.

Independence of members of our Supervisory Board

The Duich Corporate Governance Code sets forth certain best practices limiting the number of non-independent members of the Supervisory Beard, and its committees, The
Supervisory Board considers all its members to be independent under the Dutch Corporate Governance Code, The definitions of independence under the Dutch Corporate
Governance Code, however, differ in their details from the definitions of independence under the NYSE listing standards. In seme cases the Dutch reguirements are stricter
than the NYSE histing standards, and in other cases the NYSE listing standards are the stricter of the twa, The members of the Audit Committee of the Supervisory Board are
alse independent under the NYSE listing standards.

Committees of our Supervisory Board
The company has established four committees, consisting of members of the Supsrvisery Board enly: the Audit Committes, the Remuneration Comimittee, the Corporate
Governance and Namination & Selection Comimittee and the Quality & Regulatory Committee. The roles, responsibilities and compaosition of these committees reflect the



reqirements of tha Dutch Corporate Governance Code, the company’s Artlcles of Association and Outch faw, which differ from the NYSE listing standards in these respects.
The role of each committee is to advise the Supervisory Board and to prepare the declsicr-making of the Supervisory Board, In principle, the entire Supervisory Board remains
responsible for its decisions even if such decisions ware prepared by one of tha Supervisory Board's committeas,

The NYSE requires that, when an audit committee member of a listed US domestic ssuer serves on foutr or more audit committees of public companies, the listed company
should disclose {either on its website or in its Annual Report on Form 10-K) that the hoard of directors has determined that this simultaneous service would not impair the
director's service to the listed company, Dutch law does not require the company to make such a determination.

In accordance with the procedures kid down in the Philips Auditor Policy and as mandatorily raquired by Dutch law, the external auditer of the company is appointed by the
General Meeting of Shareholders on the proposal of the Supervisory Board, after the latter has been advised by the Audit Committee and the Board of Management.

Equity compensation plans

The company complies with Dutch legal requirements regarding sharehelder approval of eguity compensation plans for the members of the Board of Management. Dutch law
dees not require sharehokler approval of certain equity compensation plans for which the NYSE listing standards would require such approval. The company is subject toa
Dutch requirement to seek shareholder approval for equity compensation plans for its members of the Board of Management.

Code of business conduct

The lIsting standards of the NYSE prescribe certain parametars for listed company codes of business conduct and ethics. The company has implemented the Philips General
Business Principles, which are applicable to zil employees, and a Financial Code of Ethlcs, which is appllcable to all employees petforming an accounting or financlal functicn.
Waivers granted to Senlor (Financial) Officers (as defined in cur Financial Code of Ethics) must be disclosed. In 2022 the company did not grant any walvers of the Financial
Code of Ethics,

Related party transactions

The NYSE listing stanclards require certain transactions with relatad paities to be reviewad by a company’s audit committee or another independent body of the board of
direciors for potential conflicts of interest, and for the audit committee or other independent body to prohibit such a transaction if it determines it to be inconsistent with the
interests of the company and its shareholders, However, foreign private issuers can rely on home country practice with respect to review and approval of related party
transactions, Philips has internal procedures in place to confitm that related party transactions are entered into st arm’s length and, if and to the extent required undey Dutch
law, to enable the Supervisory Board to assess the terms of significant related party transactions,

New York Registry Shares

Certain common shares of the company are registered in the register maintained by Deutsche Bank Trust Company Ameticas, as the New York transfer agent, registrar and
dividend disbursing agent {the “New York Transfer Agent”), pursuant to a Transfer Agent Agreement, dated July 16, 2018, betwean the Mew York Transfer Agent and the
company (such commen sharas, “Maw York Registry Shares”), As soon as practicable after receipt from the company, the New York Transfer Agent will provide holders of New
York Registry Shares with a notice of any meeting or solicitation of consents or proxies with a notice prepared by the company stating (a) such information as is contained in
such notice of meeting and any solicitation materials {or a summary thereof in English provided by the company}, {b) that each registersd holder at the close of business on
the record date set by the company therefor will be entitled, subject to any applicable provisions of Dutch law and the Articles of Association, to exercise the voting rights
pertaining to the New York Registry Shares, and {c) the manner in which such voting rights may be exercised. The New Yark Transfer Agent may, to the extent not prohibited by
applicable law or by the requirements of the New York Stock Exchange, in lieu of distribution of the materials provided to it in connection with any meeting of, or solicitation of
cansents or praxies from, holders of common shares, distribute to the registered holders of Mew York Registry Shares a notice that provides such holders with, or otherwise
publicizes to such helders, instructions on how to retrieve such materials or receive such materials upon request {i.e. by reference to a website containing the materials for
retriaval or a contact for requesting coples of the materials).

Major shareholders as filed with SEC

©On Fehruary 5, 2020, BlackRock Inc. filed a Schedule 13G with the SEC Indicating that, as of December 31, 2019, it beneficially owned 9.2% (82,571,656 shares] of the
campany’s common shares. On January 27, 2020, Wellington Managerment Group LLP, Wellingten Group Haldings LLP, Wellington Investrent Advisors Holdings LLF and
Wellington Management Company LLP Jolntly filed a Schedule 13G with the SEC indicating that, as of December 31, 2019, Wellingtan Management Group LLP, Wellington
Group Haldings LLP and Wellington Investment Advisors Hofdings LLP each beneficially owned 7.17% (64,327,165 shares) of the company's common shares and Wellington
tanagement Company LLP beneficially ownhed 6.80% {60,988,928 shares) of the company’s commeon shares.

On january 29, 2021, BlackRaock Inc. filed 2 Schedule 13G with the SEC indicating that, as of December 31, 2020, it heneficlally owned 8.5% {77,552,149 shares) of the
compaty's common shares. On February 3, 2021, Wellington Management Group LLP, Wellingten Greup Holdings LLP, and Wellington Investment Advisors Holdings LLP jeintly
filedl & Schedule 136 with the SEC indicating that, as of December 31, 2020, Wellington Management Group LLP, Wellington Group Holdings LLP and Wellington Investment
Advisors Holdings LLP each beneficially owned 1.85% (16,883,298 shares) of the campany’s common shares.

On January 28, 2022, Blackrock Inc. filed a Schadule 13G with the SECind‘\..:aﬂng that, as of December 31, 2021, it beneficially owned 7.2% (63,499,693 shares) of the
company's common shares.

On lanuary 25, 2023, Blackrock Inc. filed a Schadule 13G with the SECindicating that, as of December 31, 2022, it beneficially owned 8.8% (78,533,730 shares) of the
company's commorn shares.

Please also refer to ivlajor shareholders.
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Group financial statements

Introduction

Statutory financial statements
This section ‘Group financial statements’ and the section 'Company Financial Staternents’ together contain the statutory financial statements of the company. These
statements are subfect to adoption by the company’s sharehalders at the upcoming 2023 Annual General Meeting of Sharehalders.

Management report and statemeant

Controls and Procedures

Disclosure controls and proceduras

The Cotmpany's Chiaf Executive Officer and Chief Financial Officer have avaluatad the sffectiveness of the design and operation of the company’s disclosure controls and
procedures {as defined in Rules 13a15(e} and 15d15{e} under the Securities Exchange Act of 1334) as of the end of the period cavered by the Annual Report, Based on that
evaluation, the Chief Executive Officer and Chief Financial Officer have concluded that these disclosure contrels and procedures are effective as of December 31, 2022.

Management’s annual report oninternal control over financial reperting .

The Board of Management of Koninklijke Philips N.V. {Royal Philips) is responsible for establishing and maintaining an adequate system of internal control over financial
reporting {as such term is defined in Rule 13a-15 {f} under the US Securities Exchange Act). Internal contral over financtal reporting is a process to provide reesonable
assurance regarding the reliability of our financial reporting for external purposes in accordance with IFRS as issued by the IASB,

Internal cantral over financial repotting Includes malntaining records that, in reasonable detail, aceurately and fairly reflect our transactions; providing reasonable assurance
that fransactions are racorded as necessary for preparation of our financial statements; providing reasenable assurance that receipis and expenditures of company assets are
made in accordance with management authorization; and providing reasenable assurance that unautharized acquisition, use or dispesition of company assets that could have
a matetial effect on our financial statements would be prevented or detected on a timely basis. Because of its inherent limitations, internal control ever financial reporting is
not intended to provide absolute assurance that a misstatement of our financlal stataments would he preveated or detected, Alse, projections of any evaluation of the
effectiveness of internal cantral over financial reporting te future periods are subject to the risk that the controts may become inadequate because of changes in conditions, or
that the degree of compliance with the policies or procedures may deteriorate.

The Board of Management conducted an assessment of Royal Philips' internal control over financlal reperting kased on the “Internal Contral Integrated Framework (2013)"
established by the Committee of Sponsoring Organizations of the Treadway Commission (COSQ).

Based on the Board of Management's assessment of the effectiveness of Royal Philips' internal control over financial reporting as of December 31, 2022, it has concluded that,
as of December 31, 2022, Royal Philips' internal control over Group financial reporting is considered effactive,

Attestation report of the registered public accounting firm
The effectiveness of the Royal Philips’ internal control over financial reporting as of December 31, 2022, as included in this section Group financial statements, has baen
audited by Ernst & Young Accountants LLP, an independent registered public accounting firm, as stated in their report which follows hereafter.

Changes in internal control over financial reperting
There were no changes in our internal control over financial reporting during 2022 that have materally affected, or are reasonably likely to materially affect, our internal
cantrol over financtal reporting,

Reports of the independent auditor

iManagement's report on internal control over financial reporting is set out on Management's annual report on internal cantrol aver financial reporting. The report set out on
Indepandent auditor's report on intarnal contrel ever financial reporting, is provided in complianca with standards of the Public Company Acceunting Oversight Board in the
US$ and includes an apinion on the effectiveness of internal control over financial reporting as at December 31, 2622, based on COSO ariteria.

Ernst & Young Accountants tLP {(PCAOB 10: 1326} has also issued a report on the consclidated financial statements in accordance with the standards of the Public Company
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Accounting Oversight Board in the US, which is set out on Independent auditor's report o the consolidated financial statements.

Independent auditor's report on internal control over financial reporting

Repott of Independent Registered Public Accounting Firm
To: The Supervisory Board and Shareholders of Koninklijke Philips N.V.

Opinion on Internal Cantrot over Financial Reporting

We have audited Koninklijke Philips N.V!s internal control over financial reporting as of December 31, 2022, based on criteria established in Internal Control — Integrated
Framework issued by the Comnittee of Sponsering Orgahizations of the Treadway Commlssion (2013 framework] {the COSO criteria). In cUr opinlon, Koninklijke Philips N
{the company} maintained, in all material respacts, effactive internal control over financial reporting as of Decernber 31, 2022, based on the COSO criteria.

Wae also have audited, in accordance with the standards of tha Public Company Accounting Oversight Board {United States) (PCAQB), the consolidated balance sheets of the
company as of Decermber 31, 2022 and 2021, the related consclidated statements of income, comprehensive income, cash flows and changes in equity for each of the three
years |n the period ended December 31, 2022, &nd the related notes and our report dated February 21, 2023 expressed an unqualified opinion thereon,

Basis for Opinien

The company’s management is respansible for maintaining effective internal contral over financial reporting, and for its assessment of the effectiveness of internal control over
financial reporting included in the accompanying secilon ‘Management’s report on Internal control, of this Annual Report. Gur responsibility is to express an opinion on the
company's internal contrel over financial reporting based on our audit. We are a publiz accounting firm registered with the PCAOB and are reqguired to be independent with
respect to the company in accordance with the U.S. federal securities laws and the applicable rules and regulations of the Securities and Exchange Commission and the PCAOB,

We conducted our audit in accordance with the standards of the PCAOB, Those standards require that we plan and perform the audit to obtaih reasonable assurance about
whether effectlve internal control over flnancial reporting was maintained in all material respects,

Cur audit included oktatning an understanding of internzl control over financial reporting, assessing the risk that a material weakness exlsts, iesting and evaluating the design
and operating effectivenass of internal control based on the assessed risk, and performing such other procedures as we considered necessary in the circumstances. We believe
that our audit provides a reasonable basis for our opinion.

Definition and Limitations of Internal Contrel over Financial Reporting

A company’s internal control over financial reporting is a process designed to provide reasonable assurance regarding the reliability of financial reporting and the preparation
of financial statements for external purposes |n accordance with generally accepted accounting principles. A company’s interna! control over financial reporting includes those
policies and procedures that {1} pertain to the maintenance of records that, in reasonable detail, accurately and fairly reflect the transactions and dispositlons of the assets of
the company; {2) provide reasonable assurance that transactions are recordlad as nacessary to parmit preparation of financial statements in accordance with generally
accepted accounting principles, and that receipts and expenditures of the company are being made only in accordance with authorizations of management and directors of
the company; and (3} provide reasonable assurance regarding prevention or timely detection of unautherized acquisition, use, or disposition of the company’s assets that
could have a material effact on the financial statements,

Because of lts inherent limitations, Interal control over financial reporting may not prevent or detact misstaternents. Also, projections of any evaluation of effectiveness to
future perieds are subject to the risk that contrels may becore inadequate because of changes in conditions, or that the degree of comgliance with the policies or procedures
may deteriorate.

fs/ Ernst & Young Accountants LLP

Amsterdam, the Netherlands
February 21, 2023

Independent auditor’s report on the consolidated financial staternents

Report of independent Registered Public Accounting Firm
To: The Supervisory Board and Sharehaclders of Koninklijke Philips N.V.

Cpinion on the Financial Statements

We have audited the accompanying consolidated balance sheets of Koninklijke Philips NV, {Philips or the Company] as of December 31, 2022 and 2021, the related
consolidated statements of income, comprehensive income, cash flows and changes in equity fer each of the three years Ih the period ended December 31, 2022, and the
related notes {collectively referrad to as the group firanclal statements}, In our opinion, the group financlal statemants present fairly, in 2ll material respects, the financial
position of the Company at December 3%, 2022 and 2021, and the results of its operations and its cash flows for each of the three years in the period ended December 31,
2022, ih conformity with International Financial Reporting Standards as Issued by the Interhational Accounting Standards Board.

We have alse audited, in accordance with the standards of the Public Company Accounting Oversight Board [United States) {PCAGB), the Company's internal control over
financial reporting as of Decernber 31, 2022, based on criteria established in Internal Control-Integrated Framework issued by the Committee of Sponsoring Organizations of
the Treadway Commissicn (2013 framework}, and our repart dated February 21, 2023 expressed an unqualified opinion therson.,

Basis for Opinion

These group financial statements are the respensibility of the Company’s management. Our responsibitity is to express an opinion on the Campany's graup financial
statemenits based on cur audits, We are a public accounting firm registered with the PCAOB and are required te be independent with respect to the Company in accordance
with the US fedeval securities faws and the applicable rules and regulations of the Securities and Exchange Commission and the PCAOB,

We conducted our audits in accordance with the standards of the PCACB. Those standards require that we plan and perform the audit to obtain reasonable assurance about
whether the group financial statements are free of material misstatement, whether due to error or fraud, Our audits included performing precedures to assess the risks of
material misstaterment of the group financial statements, whether due to error or fraud, and performing procedures that respend ta those risks, Such procedures included
exarmnining, on a test basis, evidence regarding the smounts and disclosures in the group financial statements. Cur audits alse included evaluating the accounting principles
used and significant estimates made by management, as well as evaluating the overall presentation of the group financial statements, We beliave that our audits provide a
reasenable basis for our opinion.

Critical audit matters

The critical audit matters communicated below are matters arising from the current period audit of the group financial statements that were communicated or required to be
communicated to the Audit Committee of the Supervisery Board and that: (1} relate to accounts or disclosuires that are material to the group financial statements and {2)
involved our especially challenging, subjective or complex judgments. The communication of critical audit matters daes not alter in any way our oginion on the group financial
statemenis, taken as a whole, and we are not, by communicating the critical audit mattars below, providing separate opinions on the critical audit matters or on the accounts
or disclosures to which they relate.



Revenue ré:‘o‘gn‘f‘lfon“— Sales reinted neeruals

Primarlly in the Personal Health businesses, the Campany has sales promot| lated ts with distrit s and retallers whereby discounts and rebates are provided according to the quantity of goods sold
and promotianal and marketing activitles performed by distributors and retallers. The 2stimation of the sales related accruals invelve suk p based on a b ofhistor|cal
patterns and future o regarding which pi fonal tergets are expected to be met by distributers and retailers, We identified a fraud risk refated to the estimation of the sales related accruals through
fth il i Further reference Is made to Nole 6, Income from operatlons, section $ales composition and disaggregatinn, es included in the group financial statements.
Q) e
Muitter Auditing the Company's measurement of sales related accruals Is complex because the calculation invelves subjective managament assumptions around the extent to which prometional or marketing targets will e
met by distributors and retallers and the related rebates that will be owed,
We oblalned an undellsi.ar';ti-lr\é; e;aiﬁ;l’ée‘l”t‘h;ds\gnand ‘tested the ;ﬁera‘lln effectiveness of the Com ny’ s contrals that address the risks of materlal misstatement relitlng to measurement for saies related
How We accruals, Ths Inclueded testing controls relating te management's verlfleation that sales related accruals have been reviewed and underlyi were based on 's best estimate,
oW We
Addressed : ptions by performing, among other procedures, a rotrospective review of actual settlements of prior period sales reloted accruals, confimed the agreed upon tarms and
;f'EOM""” condittons for a sample of contracts and performed cut off testing through assessing the salss promotlons abligations around year-end.
in Our
Audit We also assessed the adequacy of the sales relaled accruals disclosures as included In the group financial statements.
Vafuation of Goodwil jor Cash Unlt Steep & Resphatorycare T T s i e
Goodwil! is allocated to Cash Generating Units {CGUs) which management tests for impsirment apnually and whenever impalrment Indicators require. Further reference Is made to Note 11, Goordwill, as
Included in the group finanial statements,
In 2022, an impairment of EUR 1,331 million was recorded on the Goodwill of CGU Sleep & i v Care (58RC). ravised the expected future cashflows of CGL) SERC te reflect assurapiions
related to the consent decree that is currently undar discusslan on the S&RC business In the upcoming years, along with updates to expected business performance, and changes to the pre-ta discount rate
Description of followling macro-ecenomle developmants. As of December 31, 2022, the total carrving value of goodwill allocated to CGU S&RC amounted ta EUR 731 million.
the Matter
Auditing the calculation of the recoverable ameunt for CGU S&RC s comples, given the significant judgment and esti refated tor p in the model used to determine whether the
recoverakle amount of the CGU S&RE |s appropriate. The most significant assumptions used within the madeal to support the recoverable amount of the C5L SERE are sales growth rates, EGITA In the terminal
value, pre-tax discount rate, and the scope and duration of the consent decrae that is currently under discussion,
We obtained an understanding, evaluated the design and fested the operating effectiveness of controls over mznagement’s godwill Impalrment review process related to the CGU SBRE. This includes controls
over management’s review and approval of the significant assumptlons, contrals aver the mathematical accuracy of the calculation and the apprapriateness of the valuation models used, For example, we
tested controls over management's review and determination of sales growth, EBITA, pre-tax discount rate, and the scope 2nd duration of the consent decree that is currently undar discussion.
We assessed and tester the assumptions used by management in s valuation made! for the CGU S&RC by comparing the assumplions to external data such as industrial sales growth rates and discount rates,
How We andwe performed sensitivity analyses over these key assumptions. We were assisted In our evaluation of the discount rate by EY valuation fall Further, we b d the p of the consent
Addressed the dacres that is currently ender discussion, Including the scope and duration to the underiying tegal documentation, Additionally, ta test the data used by management, we compared the cash flow projections
M‘:;te”'" owr used In the veluation model of the racoverable amount to the Infarmation approved by the Executive Committes and have evaluated the historical accuracy of management's estimates that drive the
Audit assessment, such as business plans and expected growth rates. We gzained an understanding of the developments of the performance and corroberated if they are in line with forecasted figuras.
We also assessed the ad of s di around goodwill 85 included in the greup financial statemants,
of p fons and disch for Jeg&k&aiﬁh;, fﬁtfﬁlé'tﬁai;.;étld éun!inbé;{t Walsiies~ " )

‘The Company and certain of [ts group companles and former group cotpanles are Involved a5 a party In lega! proceedings, including reglatory and ether governmental proceedings, as well asbetng
investigated by governmenta! autharities for alleged non-campllance with laws and regulations, A¢ more fully described in Note 19, Provistons, and Note 24, Contingendles, this lncludes legal clims and
litigation related to the Respironics field action, and discussions with and informatlon provided to the Securities and Exchiange Commission {SEC} and Department of justice {DDJ) regarding alleged tendar
irregularities in China, Bulgarls and Brazil. The Company racognizes provisicns for legal clalms and litigation when it has a present cbligation, it Is probable that an outflow of economic benefits will be required
Description vf to settle the obligation and the ameunt can be estimated rellafly. The Company has disclosed in Mote 24 present obligations with a probable ouiflow of economic reseurces whero the amount cannot be
the fatter refiably estimated, as well as certaln possible obligatlons arising from past events.

Auditing the provisiens for legal cfaims and litigation, and the disclosure for previsions and contingent fiabilities, Is complex and judgmental due to the difficulty in predicting the outcome of the matters and
astimating the potential impact if the outcomes are unfavorable and the amounts involved are, or can be, material to the financial statements as a whole,

s fhlern‘ailcnntro\r;é und the idenll'lca\[ﬁn'anci evaluation of ieéal :Iﬁl}ﬁé,

g, evaluatad the design and tested the effectivaness of the
the recarding and continuous re-assessment of the related provisions, contingent liabililes and disclosures,
To evaluate the allegations and test the Company’s estimate of pravisions for legal claims and litigation and the disclosura far provislons and contingent liabllities, we discussed the allegations with koth Internal

How We and external legal counsel and requested confirmation letiers from In-house legal counsel and external legal counsel Involved in these matters. We also discussed the allegations with the Company's Ainance
Addressed the department, inspacted relevant corresjpondence with suthorities, and inspected the minutes of the meetings of the Audit Committee, Supervisory Board, Board of and Executlve & 1 For
Matter In Our clalms settled during the year, we read the relatod seitlement agreements and agread the cash payinents, as appropriate. iflcally related t galng Inta alleged 1t with laws
Atrdft and regulations, we were supparted by forensic speclalists and legal specialists to asslst us in in assessing certain technical aspects of the legal claims and litigatien.

We also assessed the adequacy of the Cempany’s disclosure for provisions fer legal claims and litigation, and contingent liabilities, as included Iw the group finencial statements,

‘and disciasira of the Resplraniics field actian provfsion related to Steep & Respiratory Care products
As more fully described In Note 19, Provisions, the Respirenies field action provisicn amounted to EUR 320 milllon as of December 31, 2022,
the Resg field action provision is complex and requires significant judgment by management. Significant assumptions used to determine the provisien relate 1o the estimated total quantily of

of the Matter devices remaining and the replacement share.

Wc obtafned an umlerstanding, evaluatcd the design and tasted the Dpamtlng eﬁccllveness uf lhc Comp'mv 3 conlnuls rnlming to the Fch:IAdion provision carculatlnr\and unlllatlon. 'I11is Include(l lesﬂng conlrcls
refating to management's raview of the provisian, including the determination of significant assumptions. Further, we tested the controls over the /! the utili and h | accuracy of the
provision.

Guraudit procedures Included, ameng clhers, the ofthe i and data used by management In its caleulation model for the Resplronies field acllon proviston, For example, we
assessed the sstimated quantities of the devices through obtalning third party confirmatfons far quantities alreatly registered for remediation as of December 31, 2022, as well as corroborated the remainkng

How We euantiy estimate by evaluating the trand analysis of registrations over time, We carroborated the reasonability of the replacement share and performed procedures over historical accuracy, In our assessment we

Addressed cansidered the contracted repair caparity, the upgraded inhouse production capacity, and management's internal and external communication. We also perfarmesd an apalysis of the significant assumptions to

the Matter in evaluate the sensitivity of the provision, In additian, we inspected the communication with regulatory autherities regarding the identified quality issues and held discussiens with management an the recall

Ovr Audit process, capacity considerations as well as the ongeing cooperation with the United States Food and Drug Administration. We have audited the utilization of the Respironies fieTd action provision through &
comblnation of apalytical procedures and detatled testing procedures.

p Anancis] statements.

We further assessed the adequacy of the disclosures as included In the gr:

/sf Ernst & Young Accountants LLP
We have served as the Company's auditor since 2018,

Amsterdam, the Netherlands
February 21, 2023



13.5 Consolidated statements of income

Philips Growp
Conscfidated statements of income In milliens of EUR
Far the year ended Decamber 31

e
17,313
e - IR i e e e s 4 s e e e e
Gross margin 1,820
Selling expenises ) " (4,054
General and atministrative expenses ) o ——m— . -
Research and Hw&‘\ilﬁalnentexpeﬁs'es R (:i,hB-Zi) e
@ impsiment of goodwil s e ‘ s e i s s i e e : [ . S iy
@ Otherbusinessincome e e e e e o o e L
a Other business expenses {29)
@ Inzome €som operations 1,264
@ P o S i
eFIi\aric‘Ialé«penskes” ) v ’ ’ . o o h (202]
Investments In assoclates, net of income taxes 1)
Income hefore taxes 1,211 .
S Income o expinses N P e . e e e T 1)
Income from captinuing operations 999
@ Discontinued operations, net of Income taxes 3 B ) 196
N 1,185
Attribution of net Incame: e
Netincome attributable th shareholclers of Koninkijke Fhillzs V. e
Natinceme attributable to non-:oﬁtrulllné interests T o ” o ) ’ ) 8

Philips Group
Earnings per common share attributable to shareholdsrs of Koninkiika Philips R V. In EUR

Basic earnings per common share atiributable to sharehalders of Kanlnktike Phillps K.V,
Incame from continuing operations
et Income

Diluted eam|ngs’p=r common share attriutable to sharaholders of Koninklijke Fhilips N
Inceme from centinuing eperations
fet Income

Amounts may nat add up due to rounding.



13.6 Conselidated statements of comprehensive income

Philips Group
Lo lidated of l Incerme in millions of EUR

For the year ended December 31

@ Pensfons and other-post employment plans:
Remeasurement, before tax

e Income tax effect on remeasurements

Finanial assets fair value through Ol
Netcu rreﬁl-ﬁeﬁud‘chénge‘, beforetax

Income tax effect on net current-period change

Currency tratslatlon differences:
 Netcurrent perlod change, before tax
@ Income tax effact on nel current-period change
. "Retlégsl |c'aiiu'n a justll:iwe;t.fér-lgaln) 0'55 Fééllzéa-' T
Reciassification adjustruent for [galn] less realtzed, tilsconilnﬁed 6péraflons
Eaion b T (R R vkt bbb

Wet current-period ¢hange, before tax
e B 'l';\:nrr;;l'ax eﬁecl ov’\lrna nurre"v;l- ﬁé‘rln‘ﬂ cha née‘ o
Redlassification adjlislrne at for [gain) loss realized
Total of iterns that are ar may ke reclassified to Income Sll_,latlgmgppl .

Gther comprehensive income for the parfod i

Total comprehensive Income for the perlod

Total comprehensive income attributable to:
""Shareholders of Koninkilfke Philips iy~
Non-controlling lnterests

Amounts may not add up due to rounding.



13.7 Consolidated balance sheets
Amounts may not add up due to rounding.
Phllips Group

Consalldated balance sheets In millions of EUR unless otherwise stated
As of December 31

Non-current assets

€Dy Goodwill

m Intanglble assets exchuding goodwil
@ Non-current recelvables
€ vestmentensmctstes |
@ Other non-current financial assets

@ Non-current derivative financlal assets
e Deferred tax assets
@) Cther non-current assets

Total non-currant asssts

Currant assats

les

@ Inve

@mhe curent Anancial assets
@ othercrrerp ot

@ Current derivative flnﬂl{cfzgl assets
Income tax recelvable
M Cu{fent receia blos.
e Assats classHied as held for sale
@ Cash and cash equivalerts

3,787 (i
7
230 ;a7

Total current assets

10,347

Total assets

@ Equity

Sharchalders' equity 14,438
Common shares oo 177
.Cupinrl n excess of par value 4,618
" Reserves Fag
" other BE68 -
(i Non-contralling Interests 36

.3osa L

G

Non-current liabilities
@ Long-term debt

laars -

EE) Other ran-current labifiles

Total non-currant liabilities

Current fabilitles

f ) Short-term debt
@ Current derivative fnanclal labilities
Inco.

.avéb'le

{5} Accounts payable
€18 foorued liablities

) Current contract |labilities

[iabities directly assaciated with assels held for sala ’ a
£ Other current liabilities

Tetal current liakilities

Total Habilities and group equity




13.8 Consolidated statements of cash flows
Amaunts may not add up due ta rounding.
Philips Group

Conselidated statements of cash flows in millions of EUR
Far the year ended December 31

2020 2021 LRI

f.‘nsh flows from uperatlng activiti

.Re.sults 6fdi§wntinugd Epeminn‘s, hél nfinwmé 'lax

{\d]us_iments hrg:on:lle nel_lncame to r_lgt cash prov\ded_ I;l\f lu_see_l fow) o;_)e_ra_tlng_ nc_ﬂ_vmes:

Depreclation, amartization, and Impalrment of assats

Jmpalrment ofgondwll ..
Share-based :ompensallon
Nel Ioss (galn) on Si[E of assets

Inleresl Income
I'nlerest expense on debt, borrowings, and other llabifities

" gvestments in assoclates, netofim:omam:es

Decrense (fncreﬂse) rn lnvenforfes

Increase fdecreuse}}n actountspaynb}e, accrued and other current p;gbmﬂgs e

D

ase [increase) in non-current recely: bles and other sssets
’ .Increase ldec:ease} In ulh‘er I}éﬁlllties

@ " Increase lde:rvaw} in pmvlsluns
" Other items

Interest race ed

Imerest pa
Dividends received from Investments In assoriates
Incoime taxes paid

Net cash pmvlded hy [used forJ operating activities

Oash flows from invaslmg nntiwtlﬂ-s

’ Net apital expEndlturEs

urchase uf Jﬂmﬂ g{bfe assats
Expenditures on development assets

C apltal expena‘.'tures on pmperty plant and equﬁpmmt
Pmm-rd: Jrom sefes of property, plant ahd equipment
Net pmceeds from {cash used for) derivatives and current finencizl assets

Purchase of other non-current financial assets

Procee ds froj m orh er non-cursent financlal assets

8@@@

Purchase of businesses, net of rash atqunred

EE

)

Net proceeds from sale of Interests in businesses, i|ef 5F ca‘sh dl‘sp‘o‘séd 4 o 107
Met cash provided by {used for) for investing activities {1,267) [3,672]
Cash flows from financing activities ) ) ]

" Proceeds from issuance ['payments on} short-term debt 16 [25)
) ) (298} " E02)

@ Principal payments en turrent portion of long-term deht
@ Proceeds fram issuance of long-term detst

Dividends pald to shareholders of Kor{ini{lijicé‘Fh‘ilips Wy

1,065

sz

Dividends gaid to shareholders of hon-controlling Interests {2}

Net cash provided by [used far} finamcing activities (2,397)

Nat cash provided by |used far) continulng oparatlons (4,390}

o Net cash provided by [used far| discontinued operations 3,403
Net cash provided by [used farf centinuing and discontinued ppartions (o886}

Effect of changesin ex:hange rateson cash and cash equivalents

Cash and cash cquwulonls atthe bEgi|1nIng uflhE pEnud

G5

Cash and cash equivalents at the end of the perfod




13.9

13.10

Consclidated statements of changes in equity
Philips Group

Consolldated statements of changes In equlty in milllons of EVR

For the year ended December 31

(“.\&
& @50 .
f
# & & 5 F
& ° & ¢ & & &
o & o & & &
Reserves

Balance as of fanuary 1, 201¢ 179 3,671 {303) (24} 978 8,296 (203} 12,597 28 12,625
Total comprehensive income {loss} ’ ) - 46 {1,036) ’ 1,225 ’ 235 B 242
Dividend distributed T 4 754 T 7 (782) [25) (Z) o {25) ’
Aot~ T e s e e e e P S AP ey
Transfer of galr_l on dispesal of equity invastments at ) 5 R _
FVTOU to retained earnings
Puwibas of essury s T e e e e - [P S a0 e i
Re-issuance of treasury shares ’ - E145)‘ ' 1 161 23 ’ 23
o g T T S T e i s s o
Share call options ' o o ’ ’ N ’ u " ss) [ T e
Share-based compensation plans ) o ) Tome T 116
i ot s s oo gl . . . . - e
Balance as of December 31, 2020 182 4,100 1305) 23 158) 7,328 [129) 11,570 31 11,801
Toia comvabans B e L i i PN e p R e s Sig Cam T
Dividend distributed o e T T T ey T T T ‘{77‘3] T o “(;iﬂl)” T {484) -
Minelty Biyont e e . .. . L R . . LT
Transter of gain on disposa“l‘bf equity ivestmentsat _ ~
FYTOC! to retained earnings
Purchase of treasury shares ) ) ST s
Reisancs attrdamy Share e s B i
Fo e S e e PP .. e e - - is dss )
Sl gy ™ T e e e @
Cancellation of treasury shares ] {1,221} 1,228 o
share b compensation plans .o S e e L . T R o
Income Lax share-based compensation plans ) ’ ' ' (4} ’ 1)
Balance as of December 3%, 2028 177 4,645 (344} {25) 1,117 9,304 1476} 14,438 6 14,475
Totst comprehensive income flossf & {3z et b fpgag)etniy : ’ s oty 171}
¢ Bividend distributed 1 o

)

B _Iﬂt_nme_l_ﬂl _shar = col X
" Balanice b of Décember 31, 2022700

P § i L) il e BB () e e 013,20 L34IT1,283

Amounts may ncet add up due to rounding.

Notes to the Consolidated financial statements

General information to the Consclidated financial statements

Reporting entity and its operatlons

Keninklijka Philips NV, (‘Royal Philips’), incorporated and domiciled in the Netherlands, is a public limited liability company organized under Dutch Law. Philips is
headquartered in Amsterdam, the Netherlands and has its registered address at High Tech Campus 52, 5656 AG Eindhaven, the Netherlands. The cansolidated financial
staternents of Royal Philips as of December 31, 2022 comprise Royal Philips and its subsidiaries {together referred to as the 'company’ or ‘Philips’ or the 'Group’}, Philips is a
leading health tachnology company primarily involved in diagnostic imaging, imaga-guided therapy, patient monitoring and health informatics, as well as in consumer health
and home care.

Basis of preparation
The Consolidsted financial staterments are! .

s prepared in accordance with International Financial Reporting Standards (IFRS) as adopted by the European Union (EU] and comply with the statutory
provisions of Part 9, Book 2 of the Dutch Civll Code. All standards and interpretations issued by the International Accounting Standards Board {IASB} and the
IFRS Interpretations Committee effective 2022 have been endorsed by the EU; consequently, the accounting policies applied by Philips also comply with IFRS
as issued by the 1ASB. These accounting policles have been applied by group entities;

+ authorized for issue by the Beard of Management of Royal Philips on February 21, 2023;

+ prepared under the historical cost convention, unless otherwise indicated,

+ prepared on a going concern basis;

+ presented in euro, which is the preseniation currency;

s roundad to the nearest million euro unless stated otherwise;

o subject to rounding, whereby amounts may not add up precisely to the totals provided.

Accounting estimates and judgments

‘The preparation of financial staternents reguires management to make a number of estimates and judgments that affect the application of accounting policies and the
reportlng amounts of assets and liabilities, revenues and expenses, and the disclosure of contingent assets and liabilitles. Amounts recognized are based on factors that are by
default associated with uncertainty, Actual results may therefore differ from estimates, Estimates and underlying assumptions are reviewed on an engoing basis. Revision to
estimates are recognized prospectively. Whera applicable, the estimates and judgments of spacific financial statement itams are described in the respective note to the



consolidated flnancial statements,

The areas invalving a higher degree of judgment and complexity in applying accounting principles and for which changes in the assumptions and estimates could result In
significantly different results than those recorded in the consolidated financlal statements are the following:

» Assessment of control {below paragraph Basis of consolidation and Interests in entlties)

+ Revenue recognition (Income from cperations)

« For acquisitions, the identification and valuation of acquired assets and liabilities including contingent considerations provisions {Acquisitions and
divestments, Provisions)

+ Determination of deferred tax assets for [osses carrled forward and uncertain tax positions [income taxes)

» Assumptions used for impairment testing (Property, plant and equipment, Goodwill, Intangible assets excluding goodwill)

» Assessments of exposure to credit risk of financial instruments (Note Other financial assets, Receivables, Delit, Fair value of financial assets and liabilities,
Details of treasury and other financial risks)

+ Assumptions used to determing the net realizable value of inventories {Inventories}

+ Actuarial assumptions of future events that are used in calculating post-employment benefit expenses and liabilities {Post-employment benefits)

s Estimating the likelihood of a potential outflow of resources, as well as the ability to make a reliable estimate of the obligation relating to provisions and
contingent liabillties {Provisions, Contingencies)

The company regularly updates its significant assumptions and estimates to support the reported amounts of assets, liabilities, income and expenses, [n relation to areas of
Jjudgment and estimates as disclosed in the accounting policias, those which are primarily impacted by the macroeconomic environment include impairment testing, valuation
of inventorles, valuation of deferred tax balances, measuremant of finansial instruments and the determination of fair values (for example fair values of acqulred identifiable
intangible assets, contingent considerations and certain investments).

In preparing the consolidated financial statements management has considered the impact of tlimate change, specifically the financial impact of Philips meeting its internal
and external climate related aims, the potential impact of glimate related risks and tha costs incurred to pro-actively manage such risks, These cansiderations did not have a
material impact on the financial reporting judgments, estimates or assumptions. The specific financial impacts considerad include, for example: specific climate mitigation
measutes, such as the use of lower carbon enetgy scurces, the costs of developing mote sustalnable product offerings and expenses incurred to mitigate agalnst the impact of
extreme weather conditions,

Acecounting policles
The general accounting poficies as applied throughout the financial statements are described below. Accounting policies relating to specific financial statement items are
included in the respective notes to the financial statements.

Basks of cansalldation

The Consclidated financial statements comprise the financial statemants of Koninklijke Philips M.V, and all subsidiaries that the company controls on a conselidated basis.
Canirol exists when the company is exposed or has rights to variable returns from its involve ment with the investee and the company has the ability to affect those returns
through its power over the investee, Generally, there is a presumption that a majority of voting rights results in control. To suppaort this presumption and in cases where Philips
has less than a majerity of the voting or similar rights of an investee, Philips considers all relevant facts and circumstances in assessing whether it has power over an investae,
including the contractual arrangement{s) with the other vote holders of the investee, rights arising from other contractual arrangements and the company's voting rights and
potential voting rights, Subsidiaries are fully consolidated from the date that control commences until the date that contral ceases, All intercompany balances and transactions
have been eliminated in the Consolidated financial statements. Unrealized losses are eliminated in the same way as unrealized gains, but only to the extent that there Is no
evidence of impairment.

Forelgn currency transactions

The financial statements of all group entities are measured using the currency of the primary economic envircnment in which the entity operates (functional currency). The
auro (EUR) is the functional currency of the company and the presentation currency of the censclidated financial statements. Foreign currency transactions are converted into
the functienal currency using the exchange rates prevalling at transaction date or the valuation date in cases where items are remeasured. Gains and losses resulting from the
sattlement of forelgn currency transactions and those resuiting from the conversion of foreign currency denominated monetary assets and liabilities at period-end exchange
rates are recognized in the Consclidated statements of income, except for qualifying cash flow hedges, qualifying net Investment hadges and equity investments measured at
fair value through OCl which are recognized in other comprehensive income.

All forelgn exchange differences are presented as part of Cost of sales, apart from tax items and financial income and expense, which are recognized In the same line item as
they relate to in the Consolidated statements of income.

Non-menetary assets and liabilities denominated in foreign currencies that are measured at fair value are retranslated to the functional currency using the exchange rate at
the date the fair value was determined. Non-monetary items in a foreign currency that are measured based on historical cost are translated using the exchange rate at the
transaction date.

Forelgn operatlons
The assets and liabilities of foreign operations, including geodwill and fair value adjustments arising on acguisition, are translated to euros at the exchange retes prevailing at
the reporting date, The income and expenses of foreign operations are translated to euros at the axchange rates prevailing at the dates of the transactiens.

Foreigh currency differences arising upeh translation of forelgn operations into euros are recoghized In Other comprehensive income and presentad as part of Currency
translation differences in Equity. However, if the operation is not a wholly-owned subsidiary, the proportionate share of the translation difference is allacated to Non-
controlling interests.

When a foreign operation is disposed of such that control, significant influence or joint control is lost, the cumulative amount in the Currency translation differences related to
the foreign operation is reclassified to the Consolidated statements of income as part of the gain or loss on disposal. When the company dispeses of only part of its interest in
a subsidiary that includes a foreign operation while retaining controf, the respective proportion of the cumulative amount is reattributed to Non-controlling interests. When
the company dispases of only part of its investment in an associate or joint venture that includes 2 foreign operation while retalning significant influence or joint control, the
relevant preporticn of the cumutative amount is reclassified to the Consolidated statements of Ihcome.

Philips operates in two economies that are considered hyperinflationary, Argentina and Turkey. The impact of the application of 1AS 28, Financial Reporting in Hyperinflationary
Economies, is not material for the consofidated financial statements,

New accaunting policles effective in 2022
Ne new IFRS accounting standards or amendments to existing standards, effective in 2022, had # significant impact on the consolidated financial statements. The company has
not early adopted any standards or amendments to existing standards.

New accounting policies effective after 2022
The 1A3B has issued several IFRS accounting standards, or amendments to standards, with an effective date after 2022, The company does not anticipate that the application of
these standards, or amendments to standards, wlll have a significant effect on the consolidated financial statements upon adoption,

Changes in presentation from the prior year
Accounting policies have been applied consistantly for all periods presented in these consolidatad financial staterments. Certain prior-year amounts have been raclasslfied to



conform to the current year presentation due to Immaterial organizational changes.
Information by segment and main country

Accounting palicies

Segment accounting policies are the same as the accounting policies applied by the company. Operating segments are components of the company’s business
activities about which separate financial information is available that Is evaluated regularly by the chief operating decision maker {the Executive Committee of
the company). The Executive Committee decides how to allocate resources and assesses performance. Reportable segments comprise the operating segments
Diagnosis & Treatment businesses, Connected Care bustnesses and Personal Health businesses, Additionzlly, hesides these reportable segments, segment
Other contains the items Innovation & Strategy, [P Royalties, Central costs, and other small items.

The Philips operating segments are Diagnosis & Treatment businesses, Connacted Care businesses and Personal Health businesses, each baing responsible for the
management of its business worldwide. As of the first quarter of 2021 the Domestic Appliances business was presented as a discontinued operation and therefore no longer
part of the Personal Health segment. The comparative results prior to that were restated to reflect the treatment of the Domestic Appliances business as a discontinued
operation, Refer to Discontinued operations and assets classified as held for sale.

Phllips fecuses on improving people’s lives through meaningful innovation, The Diagnosis & Treatment segment unites the businesses related to the goal of precision diagnosls
and disease pathway selection, and the businesses related to image-guided, minimally invasive treatment, The Connected Care segiment focuses on patient care solutions,
advanced informatics and analytics, and patient and workflow optimization inside and cutside the haspital, and aims to unlock synergies from integrating and optimizing
patient care pathways, and leveraging provlder-payer-patient business models. The Persenal Health segment focuses on healthy living and preventative care.

The Executive Committee of Philips Is deemed to be the chief operating decision maker {CODM} for segment reperting purposes pursuant to IFRS 8 'Operating Segments'. The
key segmental performance measure is Adjusted EBITA, which Management believes is the most relevant measure to evaluate the results of the segments.

Philips Group
Ixfarmation en income statements Inmillions of EUR

Csles T shles Including ntercompany | depreclationand amoriizatian 7 Adjusted EBITA

 Diagnosis & Freatment
. ‘Cuﬁne:‘led_c:re

 Philis Group

Sodi . . e

Diagnosis & Treatmeat 8,635 8,806 T oo Cqasey 1,071

- Gapa, T T e e e o Eeas g T
i 3428 T i B 3,462 o ’ N TR 550

g T e g e i e

inter ssimmin lmnations FE Y A R . . (2991

Philips Group 17,156 17,158 {1,323) 2,054

g T e e e

Dingnosls & Traatrent ) saps ' ’ {536 )

Connected Care 5,620 {414}

BT [1a5y

Other T N i o T (368) T 1165f

Intar-segment ellminstions ~UTmmommmomrmoommmmonn o .(2.75). ’ a '

Philips Group 17,313 13,313 {1,462} 2,277

Mnelud i ing goodwill impai ); fer i values please refer to Property, plant and equipment and Intangible assets excludlng goodwill

The term Adjusted EBITA is used to evaluate the performance of Philips and its segments. EBITA represents Income from operations excluding amortization and impairment of
acyuired intangible assets and impairment of goodwill. Adjusted EBITA represents EBITA excluding gains or losses from restructuring costs, acquisitich-related charges and
other items.

Adjusted EBITA is not a recegnized measure of financial perforimance under IFRS. Presented 1n the following takle is a reconciliation of Adjusted EBITA to the most directly
comparable IFRS measure, Net income, for the years indicated. Net income is not allocatad to segments as certain income and expense line items are monitored on a
centralized basis, resulting in themn being shown on a Philips Group leval only.

Phlllps Group
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Transactions betwaen the segments are mainly relatad to components and parts included in the product portfelio of the other segments, The pricing of such transactions was
at cost or determined on an arm's length basis, Philips has no single external custarner that represents 10% or more of sales.

Philips Group
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Discontinued operations and assets classified as held for sale
Accounting policles

Assets classlfted as held-for-sale

MNon-current assets {or disposal groups) are classified as held-for-sale if their carrying amounts are expected be recovered through a sale transaction rather than through
continuing use. Non-current assets {or disposal groups) classified as held-for-sale are measured at the lower of their carrying amount or the fair value less costs of disposal.
Depreciation or amortization of an asset ceases when it is classified as hald-for-sale. When nen-current assets {or disposal groups) are classified as held-for-sale, comparative
balances prior to such date are not represented in the Cansclidated balance sheats.



Discontinued operations
A discontinued operation is a component of the company that has either been disposed of ar is classified as held-for-sale and represents a separate major line of business or

geographical area of operations or is a part of a single coordinated plan to dispese of a separate major line of business or geographical area of operations. Any galn of Jess from
disposal, together with the results of these operations until the date of disposal, are reported separately as discontinued operations in the Consolidated statements of income.

The financial information of discontinued operations is excluded from the respective captions in the Consolidated financial statements and related notes for all periods
presented, Comparatives are re-presentad for presentation of discontinued operations In the Consolidated statements of income and Consofidated staternents of cash flows.

Accounting estimates and Judgments

The determination of the fair value less costs of disposal involves the use of estimates and assumptions that tend to be uncertain. Circemstances to which
these adjustments may relate include resolution of uncertainties that arise from the terms of the disposal transaction, such as the resolution of purchase price
adjustments and indemnlfications, resolution of uncertainties that arise from and are directly related to the operations of the component before its disposal,
such as environmental and assurance-type product warranty obligations retained by the company, and the settlement of employee benefit plan obligations
provided that the settlernent is directly related to the disposal transaction,

In 2020, 2021 ang 2022 Discontinued operations consist primarily of the Domestic Appliances business. The following table summarizes the results of discontinued operations,
net of income taxes, reparted in the consolidated statements of income,

Phiflps Group
Discontinued operations, net of income taxes in millions of EUR

Domestic Appliances
Qther
Discantinued opsratéans, net of Income taxes

Discontinued operations: Domestic Appliances
In 2022, net results from discontinued operatichs for Domestic Appliances was EUR 3 million.

©n March 25, 2021, Philips signed an agreement to sell its Domestic Appliances business to global investment firm Hillhouse Investment. Since the first quarter of 2021, the
Domestic Appliances business is presented as a discontinued operation, and comparative results have been restated to reflect the treatment of the Domestic Appliances
business as a discontinuad operation, because the sale of the Domestic Appliances business constitutes the discontinuance of & major line of business from the Persenal
Health segment.

The following table summarizes the results of Domestic Appliances included in the Consolidated statements of income as a discontinued operation,

Phillps Group
Results of Domestic Applfances in millions of EUR

2020
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¥ The income tax expense frem di ! based on the separate raturn mathod, as if Domestlc Appliances was filing its own separate tax returns.

Costs of EUR 64 million incurred in relation to the separation of the Domestic Appliances business in 2021 have been accounted for In continuing operations, because these
costs reflect expenses incurred by Royal Philips in the divestment process and are not considered representative of the core business resuits of the Domestic Appliances
business.

On September 1, 2023, the company completed the sale of the Domestic Appliances business and recognized a transaction gain before tax of EUR 3,241 million. Philips
received consideration of EUR 4,041 million, which is based an an enterprise value of EUR 3,850 million, mereased by an amount of EUR 191 million for closing adjustments
related to working capital and net indebtednass. The transaction gain before tax is the net effect of (i) the EUR 4,041 million consideratien (ji} less the derecognition of net
assets employed of EUR 715 million (i) less transaction related costs of EUR 16 millior, (iv) less the release of cumulative translation losses of EUR 69 million included in Other
comprehensive income. The income tax charges related to the divestment process was EUR 743 million, resulting in an after-tax transaction gain of EUR 2,458 million. The
income tax charge represents the consolidated tax expense resulting from asset transactions completed as part of the disentanglement of the business in anticipation of its
sale, a significant portion of which relates to taxes payakle in the Netherlands. In addition, Philips and the buyer entered inte a 15-year brand license agreement with future
annual payments that represenis an estimated net present value of approximately EUR 0.7 billion, which wii be received and recognized over time.

DPiscontlntied operations; Other
Certain costs refated to other divestments, which were previously reported as discontinuad operations, resulted in a net gain of EUR 10 million in 2022, a net gain of EUR 13
million in 2021 aad a net loss of EUR 10 million in 2020,

Discontinued aperations cash flows
The following table presents the net cash provided by (used for) discontinued operations reported in the Consclidated statements of cash flows.

Net cash provided by jused for) discontinued oparatfons in millions of EUR
used for) operating activities 129
sed for) Investing activities o o
Net cash provided by {used for) discontinued operations 129

In 2022, net cash used for discontinued operations was EUR (£2) million and consisted primarily of cash flows related to the tax claims fram the previously divested business,

In 2021, net cash provided far discontinued operations was EUR 3,403 million and consisted primarily of the net cash inflow of EUR 3,318 millien frorn the sale of the Domestic
Appliances business on September 1, 2021.

In 2020, net cash provided for discontinued oparations was EUR 129 million and consisted primarily of cash flows provided by operating activities of the Domestic Appliances
business, partly offset by advance income tax payments amounting to EUR 78 million

Assets classified as held for sale
As of Decemnber 31, 2023, assets held for sale consists of property, plant and equipment mainly relsted to the APAC Center Singapore building. The sale was finalized in January
2023,



As of December 31, 2021, assets held for sale conslsts of property, plant and equipment mainly related to the APAC Center Singapore buikiing.

Acquisitions and divestments
Accounting policles

Acgulsitions

The company accounts for business comkinations using the acquisition mathod when contrel is transferred to the group. The consideration transferred in the acquisition is
generally measured at fair value, as are the identifiakle net assets aoquired and the liabilities assumed. Transaction costs are expensed as incurred. Any contingent
consideration is measured at fair value at the acquisition date and is initially presented in Long-term provisions. When the timing and ameunt of the consideration become
more certain, it is reclassified to Accrued liabilities, If the contingent consideration that meets the defnitien of a financlal Instrument is classified as equity, it Is not remeasured
and settlement is accounted for within equity, Otherwise, subsequant changas in the fair value of the contingent consideration are recognized in the Consolidated statements
of Income,

Changes to the initial fair value of the acquired assats and llabllities, based on new information about the drcumstances at the acquisition date, can be made up to twelve
months after the acquisltion date,

Divestments

Upon loss of control, the company derecognizes the assets and liabilitles of the subsidiary, any non-controlling interests and the sther components of equity ralated to the
subsidiary, Any surplus or deficit arising from the loss of control is recognized in the Consclidated statements of income. If the company retains any interest in the pravious
subsidiary, such interest is measured at falr value at the date the contrel is lost. Subseguently It is accounted for as either an equity-accounted investee {associate) orasa
financial asset, depending on the level of influence retained, Further information on loss of control can be found in Discontinued oparations and assets classified as held for
sale,

Accounting estimates and judgments

Intangible assets acquired in a business acguisition and the financial lighility related to non-controlling interest are measured at fair value at the date of the acquisition.

To determine the fair value of mtangible assets at the acguisition date, estimatas and assumptions are required. The valuation of the identifiable intangible assets involves
estimates of expected sales, garnings and/or future cash flows and require use of key assumptions such as discount rate, royalty rate and growth rates.

Estimates are also applied when determining the fair value of legal cases and tax positions in the acquired entity. The fair vafue is based on estimates of the likelihood, the
expected timing and the amount of the potential cash outflow. Provisions for legal cases and non-income tax pasitions are recognized at fair value even if it Is not probable that
an outflow will be required to settle the obligation. After initial recognition and until the liability is settled, cancelled or expired, the liability is measured at the higher of the
amount that would be recognized in accordance with 1AS 37 "Provislons, contingent [labilities and contingent assets’ and the initial liability armount. For income tax positions,
the company applies IAS 12 'Income Taxes', which requires recegnition of provisions only when the likelihood of cash outflow is considered probahle.

2022

Acquisitions

In 2022 Philips completed three acquisitions. The acguisitions involved aggregated net cash outflow of EUR 359 million and contingent cansideration of EUR 96 milllon
measured at fair value, Upon acquisition, the company recognized aggregated Goodwill of EUR 307 million, Cther Intangible assets of EUR 179 million, Deferred tax assets of
EWR 20 million and Deferred tax liabilities generated from the intangible assets of EUR 43 million.

Vesper Meadical Inc. {Vesper) was the most notable acqulsition and is discussed below, The remaining two acquisitions involved aggregated net cash outflow of EUR 139 millian
and cantingent consideration of EUR 61 million measured at fair value. The two acguisitions resulted in aggregated Goodwill of EUR 130 million, Other intangible assets of EUR
95 million and Deferred tax liabilities of EUR 23 million.

The opening balance sheet positions reflact the prefiminary datermination of the fair value of identifiable assets acquired and liabilities assumed with the acquisitions. The
final determination of the far values will be completed in 2023. As of December 31, 2022, the valuation studies necessary to determine the fair value of the intangible assats
and the valuation of geodwill are preliminary.

Since the respective acquisition dates through December 31, 2022, the contribution to sales to third parties and net income of the three acquired entities was not material.
The sales and net income of the combined entities would not differ materially from these amounts if the acquisition date had been January 1, 2022, Acquisition-related costs
were not material,

Vesper

Cn January 11, 2022, Philips acquired all shares of Vesper for an amount of EUR 227 million in cash and EUR 34 million contingent consideration at fair value. Vesper,
headaquartered in Wayne, Pennsylvania, US, is 8 madical tachnology company that develops minimally-irvasive peripheral vascular devices. The corpany is developing the
Vesper QUG Venaus Stent System®, commercialization of which is estimated to start after approval by the U5 Food and Drug Administration (FDA), expacted in 2024, The
Vesper DUO Vencus Stent System® consists of venous stents Intended to treat deep venous obstruction. It pravides physicians with a modular partfelio to customize therapy,
restore venous flow, and resolve the painful symptoms of deep venous disease for the broad rangs of patients suffering from chronic venous insufficiency. As of the acquisition
date, Vesper forms part of the Image-Guided Therapy business portfolio of the Diagnosis & Treatment segment.

The condensed opening balance sheet of Vesper was as follows:

Philips Group
Qpening balance sheet in millions of EUR
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Goodwill recognized in the amount of EUR 177 millloh malnly represents revenue synergies expected from the comblination of Philips’ petipheral vascular pertfolio and
Vesper's venous stenting solution to address the root cause of chronic deep venous disease (DVD). Strong clinical synergies hetwaen Vesper's innovative stenting solution and
Philips' existing peripheral vascular offering will help to better support clinicians to decide, guide, treat and confirm during the procedure, thereby enhancing patlent

care. Vesper Goodwll| is not tax-deductible.

The majority of the Intangible assets balance relates to capitalized development costs, the fair value of which is determined using the multi-period excess earnings method,
which Is a valuatlon technique that estimates the fair value of an asset based an market participants’ expectations of the cash flows associated with that asset over its
remaining useful life, The fair value of capitalized development costs is based on an estimate of positive future cash fiows associated with incremental profits related to excess
earnings, discounted at a rate of 12.0%. Capitalized development costs are tested for Impairment on an annual basis until FDA approval is obtained and the asset Is reclassified
to an intangible asset that is depreciated over its economical useful life,

The contingent consideration arrangement reduires Philips to pay the former owners of Vespet Up to a maximum undiscounted amount of EUR 44 millien contingent upon FDA
approval of the Vesper DUO Venous Stent System, The fair value of the contingent consideration arrangement of EUR 34 million has been estimated by calculating the present
value of the future expected cash flows. The estimate is based on a discount rate of 12% and assumed probability adjusted likelihood of FG:A approval at a certain point in time,

Divestments
During 2022 Philips completed tweo divestments that were not material.

2021

Acqulsitions

ln 2021 Philips completed two acquisitions, BioTelemetry, Inc. and Capsule Technologies, Inc., that Involved aggregated net cash outflow of EUR 2,824 millien. [ncluding final
purchase price adjustment processed in the course of 2022, the company racognized agaregated Goodwill of EUR 2,113 miflien, Other intanglble assets of EUR 840 million and
related Deferred tax liabilities of EUR 206 mikion,

The condensed opening balance sheets of BioTelermetry and Capsule Technologies were as follows:
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BioTelermetry

On February 9, 2021, Philips successfully completed a tender offer to acquire all issued and outstanding shares of BioTelemetry, Inc. for USD 72 per share. As a result,
BioTelemetry shares were delisted from NASDAQ, The total equity purchase price aind the settlement of stock optian rights, including SioTelemetry’s cash and debt, invalved
ah amount of EUR 2,132 million and EUR 172 millioh equity awards consideration pald to employees after the acquisiticn day.

BioTelemetry, headquartered in Malvern, Pennsylvania, is a leading US-based provider of remote cardiac diagnostics and monitoring solutions. BioTelemetry offers a complete
range of clinically validated ambulatory cardiac disgnostics and monitoring services: Short term Holter monitoring services, Long-term Holter monitoring services, Event
recarder services, and Mobile Cardiac Outpatient Telematry (MCOT) services, The acquisition of BioTelemeatry is a strong fit with Philips' cardiac care portfalio, and its strategy
to transform the delivery of care along the health continuum with integrated solutions. BioTelemetry, farms part of the Connected Care segment.

Goodwill recognized in the amount of EUR 1,790 million mainly reprasents ravenues synergies axpected from the combination of Philips’ cardiac care portfolic and its strategy
to transform the delivery of care along the health continuum with integrated solutions, and BioTalemetry complete range of clinically validated ambulatory cardiac diagnostics
ahd manhitoring services. BioTelemetry Goodwill is not tax-deductibte.

The majority of the Intangible assets balance relates to the Customer relationships asset, the falr value of which is determined using the muti-period excess earnings method,
which is a valuation technique that estimates the fair value of an asset based on market participants’ expactations of the cash flows associated with that asset over its
remaining useful hife. The fair value of the Customer relatienships asset is based on an estimate of positive future cash flows associated with incremental profits related ta
excess earhings, discounted at a rate of 10.0%. The amortization petiod of the Customer relationships asset is 14 years. Receivahles and other current assets reflect the best
estimate at the acquisition date of the contraciual cash flows expected to be recelvad,

Since the acquisition <ate through December 21, 2021, the contribution to sales to third partles and net income of BioTelemetry was EUR 387 million and EUR 32 million loss,
respectively. The sales and net income would not differ materially from these amounts if the acquisition date had been on January &, 2021.

In 2021, acquisition-related casts of EUR 40 million were mainly recognized in General and administrative expenses.

Capsule Technologies

On March 4, 2021, Philips acquired all shares of Capsule Technologies, Inc. for an amount of EUR 520 million in cash. Capsule Technelogies, headquartered in Andover,
Massachusetts, is a leading provider of medical device integration and data technologies for hospitals and healthcare organizations. Capsule Technologies offers a leading
vendar-neutral Medical Device Information Platform with a software-as-a-service business modeal, The acquisition of Capsule Technologies is a strong fit with Philips’ strategy
to transform the delivery of care along the health continuum with integrated sclutions. Capsule Technologies, forms part of the Connected Care segment.

Goodwill recognized in the amount of EUR 222 million mainly represents revenue synargies expected from the combination of Philips’ industry-leading portfolic of reaktime
patient monitoring, therapeutlc devices, telehealth, informatics and interoperabllity solutiens and Capsule’s leading Medical Device Informatian Platfarm, connected threugh

Philips’ secure vendar-neutral cloud-based HealthSuite digital platform. Capsule Tachnalogies Goodwill is not tax-deductible.

The majority of the Intangible assets balance relates to the Customer relationships asset, the fair value of which is determined using the multi-period excess earnings method,



which Is a valuation technigue that estimatas the falr valuz of an asset based on market participants’ expectations of the cash flows associated with that asset over lts
remaining useful #e, The fair value of the Customer relationships asset is based on an estimate of positive future cash flows associated with incremental profits related to
excess earnings, discounted at a rate of 12,0%, The amortization period of the Customer relationships asset is 17 years.

Receivables and other current assets reflect the best estimate at the acquisition date of the contractual cash flows expected to be received.

Since the scguisition date through Decamber 31, 2021, the tontribution to sales to third parties and net Income of Capsule was EUR 75 million and EUR 10 million |oss,
raspectively, The sales apd net income would not differ materially from these amounts If the acquisition date had been on January 1, 2021

In 2021, acquisition-related costs of EUR 11 million were mainly recognized in General and administrative expenses.

Divestments
During 2021 Philips completed three divestments. On September 1, 2021, Philips seld its Domastic Appliances business to global investment firm Hillhouse Invesiment. For
further details on this transaction, refer to note Discantinued operations and assets classified as held for sale.

In addition, the company completed the divestment of the PERS business on June 30, 2021 and compiated the divestment of a small business of segment Other on September
17, 2021. As part of PERS divestment, Philips acquired shares in the buyer Connect America Investment Holdings, LLC with a value of EUR 40 miliien, The investment is
classified as a financial asset measured at Falr Value through Other Comprehensive Income (FYTOCI) and |s reported as part of Other non-current financial assets, The
divestment resulted in a loss of EUR 75 million, which is included in Other Business Expenses in the Statement of Income,

Interests in entities

Accounting palicies

Associates are all entities over which the company has significant influence, but not contral or joint control. Significant influence is presumed with a shareholding of between
20% and 50% of the vating rights,

Investments In associates are accounted for using the equity tmethod of accounting and are initially recognized at cost. The carrying amouni of an Investment in associate
includes the carrying amount of goodwill identified on acquisition. An impairment loss on such investment is allocated to the investment as a whole.

The campany’s share of the net income of these associates is Included in Investments in associates, net of income taxes, in the Consolicdated statements of income, after
adjustrments to align the accounting policles with those of the company. Dilution gains and losses arising frem investments in assoclates are recognized in the Consolidated
statements of income as part of Investments 'n associates, net of Income taxes. impairment losses and gains or losses on sale of investments are recorded in the Consolidated
statements of income, mare specifically on the line item ‘Investments in associates, net of income taxes’.

When the company’s share of losses exceeds its interest in an assoclate, the carrying amount of that interest is reduced to zero and recognition of further losses is
discontinued except to the extent that the company has an obligation or made payments on behalf of the associate.

The nature of the company’s interests in its consoldatad entities and associates, and the effscts of those interests on the company’s financial pesition and financial
performance are discussed below,

Group companies
Below is a list of material subsidiaries as of Decamber 31, 2022 representing greater than 5% of either the consolidated group Sales, Income from operations or Income from
continuing operations [before any intra-group eliminations) of Group legel entities, All of the entities are fully conselidated in the group financial statements.

Philips Group
Interests In group companies in alphabetical order by country
02T

Principal country of business
China

Legal entity name
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Philips Medizin Systeme Béblingen GmbH~ Trommmmmmm orrmes Germany U
Phliips Japan, Lt T Thapan
Philips Cansumer Lifestyle BY. T o DR Netherlands
Philips Oral [1zalthrare BV, e Netherlands
Philips Ultrasound e T Unlted States

" Urnited States
Philips USA Export Corparation " United States

U Application of Sec. 264 43} and Sec. 264b HGB [Gennan Commercial Code} for fully consolidated legal enlitfes: Philips GmiH, Hamburg; Philips Medical Systetns DMC GinbH, Hamburg: Respironics Deutschland GmbH & Co, KG,
Mbnchery; Philips Medizin Systeme Hefhelm-Walfau GmbH, Hamburg: Pillips Medizin Systeme 85blingen GmbH, B&blingen; TomTec Imaging Systems Gmbiz, Untarschleiftheim; Ferecare GmbH, Ratingen.

Information related to nen-controlling interests
As of December 31, 2022, four consolidated sulsidiaries are not whelly owned by Philips (December 31, 2021: four). in 2022, Sales to third parties and Net income for these
subsidiaries in aggregate are FUR 472 miflion {Decernber 31, 2021: TUR 522 million) and EUR 28 million {Decamber 31, 2021: EUR 38 millien}, respectively.

investments in asseciates

Bhilips has investments in a number of associates. During 2022, Phifips purchased eight investments in associates for a total amount of EUR 256 million. The mast hotable
investment was a EUR 172 million investment in B-SOFT Co, Ltd, a China-based IT supplier for the medical and health sectors, listed on the stack exchange in Shenzhen. Philips
acquirad only a 10% interest, but determinzd that it s abls to sxercise significant influence amongst others due te its representation on B-S0FT’s Beard of Directors. Mone of
these investments are regarded as individually material from the point of view of the consalidated financial statements.

In 2022, Philips racorded an impairment of EUR 66 million in relation to lis interest in Candid Care Co, As part of the acquisition of Affera, Inc. by Medtronic ple in August 2022,
the company sold its investment in Affera to Medtronic and recorded a gain of EUR 84 million on the sale.

Cumulative translation adjustments related to investments in associates were EUR 22 million as of December 31, 2022 (2023: EUR 32 million).

Involvement with unconsolidated structured entities

Philips founded thraa Philips Medical Capital {PMC} entities, in the United States, France and Germany, in which Philips halds a minority interest. Philips Medical Capital, LLC in
the United States is the most significant entity. PMC entities provide healthcare equipment financing and leasing services to Philips custorners for diagnostic imaging
equipment, patient monitoring equipment, and clinical IT systams.

The company cancluded that it does not control, and therafore should not consclidate the PMC entities. In the United States, PMC operates as a subsidiary of De Lage Landen
Financial Services, Inc. The same structure and treatment is applied to the PMC entities in the cther countries, with other majority shareholders. Operating agreements are in
place for all PMC entlties, whereby acteptancs of salas and financing transactions resides with the respective majorlty shareholder. After acceptance of a transaction by PMC,
Philips transfers control and does not retain any abligations towards PMC or its customers, from the sales contracts,

s of December 31, 2022, Philips’ sharehelding Tn Philips Medical Capital, LLC had a carrying value of EUR 28 miflion (December 21, 2021; EUR 27 million).



The company does not have any material exposures to losses from interasts in unconsolidated structured entities other than the invested amounts.

Income from operations
Accounting policies

Revenue recognition

The company recoghlzes revenue when it transfers control cver a good or service to a custemer, in an amount that reflects the consideration (i.e., transaction price) to which
the company expects to be entitled to in exchange for the good or service, The consideration expected by the company may include fived and/for variable amounts which can
be impacted by sales returns, trade discounts and volume rebates. The company adjusts the consideration for the time value of money if the peried betweean the transfer of
the promised goods or services to the customer and payment by the customear excaeds six months,

Transfer of control varies depending on the individual terms of the contract of sale, For consumer-type products in the segment Personal Health businesses, control is
transferred when the product is shipped and delivered to the customer and title and risk have passed to the customer (depending on the delivery conditions) and acceptance
of the product has been obtained.

Revenues from transactions relating to distinct goods or services are accounted for separately based on their relative siand-alone selling prices. The stand-alene selling price Is
the price that would be charged for the goods or service in a separate transaction under similar conditions te similar custermers, The transaction price is determined
[considering variable considerations) and allocated to performance obligations based on their relative stand-alone selling prices. These transactions mainly occur in the
segments Diaghosis & Treatment businesses and Connected Care businesses and include arrangements that require subsequent installation and training activities to make
distinct goods oparable for the customer. As such, the related installation and training activities are part of equipment sales rather than separate performance obligations,
Revenue is recognized when the performance obligation is satisfied, i.e., when the installation has been complated and the equipment )s ready to be used by the customer in
the way contractually agreed.

Varlable consideration is included in the transaction price to the axtent that it is highly probable that a significant reversal in the amount of curulative revenue recognized will
not occur once associated uncertainties are resolved. Such assessment is performed on each reporting date to check whether it is constrained. For products for which a right of
return exists during a defined period, revenue recognition is determined hased on the historical pattern of actual returns, or in cases whare such information is not available,
revenue recognition is postpened unttl the return perlod has lapsed. Return policies are typically based on customary return arrangements in local markets. A provision is
recognized for assurance-type product warranty at the time of revenue recognlilon and reflects the estimated costs of replacement and free-of-charge services that will be
incurred by the company with respect to the preducts sofd. For cartain products, the customer has the optian to purchase the warranty separately, which is considered a
separate performance obligation on top of the assurance-type product warranty. For such warranties which provide distinct service, revenue recoghition oceurs on a straight-
line basis over the extended warranty contract period.

In the case of loss under a sales agreement, the |oss is recognized immediately.

Sale of goods
Revenues are recognized at a point in time when control of the goods passes to the buyer, based on the allocation of the transaction price to the performance ebligation.

Revenue from services

Revenhues are recognized over time as the company transfers control of the services to the customer which is demonstrated by the customer simultaneously receiving and
cansuming the benefits provided by the company. The amount of revenues is measured by reference to the progress mate towards complete satisfaction of the performance
obligation, which in generai is evenly aver time. Service revenue related to repair and maintenance activities for goods sold is recognized ratably over the service period or as
services are rendered.

{ncome fram royaitles
Royalty income from brand license arrangements and from Intellectual property rights, such as technology licenses or patents, is recognized on an accrual basis in accordance
with the substance of the relevant agreement.

Shipping and handling

Expenses incurred for shipping and handling are mainly recorded as cost of sales, When shipping and handling are part of a project and bitled to the customer, then the related
expenses are recarded as cost of sales. Shipping and handling related to sales to third parties are partly recorded as selling expenses. When shipping and handling billed to
custamers ara considered a distinct and separate performance obligation, the fees are recognized as revenue and costs included in cost of salas,

Other business income [expenses)
Other businass income (expenses) includes gains and losses on the sale of property, pfant and equipment, galns anhd losses on the sale of businesses as well as other gains and
losses not related to the campany’s operating activities,

Government grants

Gyants from governments are recognized at their fair value when there is a reasonable assurance that the grant wil be received and the company will comply with the
conditions. Grants related ta costs are deferrad in the consolidated balance sheet and recognized In the consolidated statement of income as a reduction of the related costs
that they are intended to compensate, Grants related to assets are deducted fram the cost of the asset and presented netin the consolidated balance sheets.

Accounting estimates and Judgments

Sales-related accruals

The company has sales promotions-related agrezments with distributers and retailers designed to promote the sale of products. Among the programs are arrangements under
which rebates and discounts can be eaynad by the distributors and retailers by attaining agread upon sales levels, or for participating in specific marketing programs.
Management estimates the sales-related accruals associated with these arrangements based on a combination of historical patterns and future expectations regarding which
promotianal targets are expected io be met by distributors and retallers, Accrued customar rebates are presented as other current liabilities, unless there is a right to offset
against the respective accounts receivable.

A breakdown by nature of the income {loss} from operations is as follows:

Philips Group
Bales and costs by nature in millions of EGIL

1
Sales 17,313 17,156
Costsofmaterklsused T nm mm e o e a2zt 142}
Employes benglit expenses e [ )
Beprecintion and amartization " o 1 463) {1,323

tmpalrment of goodwill

Advtishz and promation
Lease expenses

Gther oporational costs e (2,741)
Gther business Incoma {expeases} 92
Income fram operations 1,264

Bneludes impairments; for impalrment values please refer to Praperty, plant and equlpment and ntangible assets excluding goodwill



Sabes composition and disaggregation
For infarmation related to sales ana segment and geographical basls, refer to Information by segment and main country,

Phillps Group
Sales composition in milllons of EUR
: : : - 2020 2o T Eriioend
Goods 12,491 12,139

Services Cagse T aam

gl e e e

Jatal sales from contracts with custonars 16,851 16,738

i oy S LSS e e g
“Total sales 17,313 17,156 17,827

Total sales from other sources mainly relates to leases, including sublease income from right-of-use assets and related services of EUR 258 million {2021: EUR 293 million 2020:
EUR 325 million). Sales represent revenue from external customers,

As of Dacember 31, 2022, the aggregate amount of the transaction price allocated to remaining perfermance obligations from 2 sale of goods and services was EUR 16,57
million. The cormnpany expects to recognize approximately 50% of the remaining perfermance obligations within 1 year, Revenue expected to be recegnizad beyond 1 year Is
mostly related to longer term customer service and seftware contracts,

Sales over time represent services and Other alsa includes royalties over time {2022: EUR 292 milion 2021: EUR 220 million 2020: EUR 211 milion).

Philips Group
Disaggtegation of Sates per segment In milllons of EUR

i Sl T LTI aeea
P : T Totalsalesfom - - : o Sales from
conteacts with custemers - 117 othersaurces 11T

Ts112

Biagaosis & Treatment %
4068

"Corhected Care

; Persgiial Health:".

17,435 17,327 1

2021
Salosata Sales Total sales from Sales fram Total
point in time over tima <ontracts with customers ather sources sales
Glagnosts & Treatment 5,408 3,177 8,583
ne ) ' ) 3,116 109 ) 4,207
3,423 & sAm T
e . . i e o - - rvner e e ]
Phllips Group 12,142 4,536 16,738
Philips Greup
Disaggregation of Sales per segment {n millions of EUR
Salesata Sales Total sales from Sales from Total
point in thme over tlime contracts with custormers other sourees salas
s 81 Treatmant L3133 5

nected Care 183 126 543
Parsenal Hoalth ) ) 5,195 3,199 ’ YT
Poran e T A R o 22
Phlips Group 12,580 4,271 16,851 a62 17,313

Phillps Group
Disaggregation of Sales per geographical cluster in milltons of EUR

HOther mamre_geugmphie
+ Total mature geagraphiss -

* Groweh geographies |

Poales

Phlllps Group
Disagpragation of Sales per geopraphical cluster In millions of EUR

Salesata Sales Total salas frem Sales from Total
point intime over time <ontracts with customers other sources salas
Western £urope 2,537 1,087 3,624 21 3,645
North America T mmmm—m—————— T 2,268 6,695 [ 6,781
Bl e el woen T ae T o R R P
Total mature geographies 7,964 2,745, 12,120
Growth peograpties o e e -
Sales 12,142 4,596 16,739 418 17,156
Philips Grosgp
Di: ion of Sales per hical cluster I miilions of EUR
P . g
Salesata Sales Tatal sates fram Sales from Tatal
polnt Intime over time contracts with customess other sources sales
Western Europe 2,797 236 3,682 19 3,702
Horts i B . R T T T "
Qther mature geogaphies " T 1gas 373 1408 347 1750
Total mature geographles 8,435 3,444 11,879 457 12,338
Gt gevgroptics. . e e i T E T o e s DS

Sales 12,580 4,271 16,851 462 17,313




Costs of materials used
Cost of materials used represents the irventory recognized in cost of sales.

Employee banefit expenses

Phillps Group
Employee bepefit expenses in millions of EUR

g
Salarles and wages excluding share-based compansation 5085
share-based compensation o ’ 118
Post-employment henefit costs S . . R, [P, -
Other soclal security and similar charge: -
by law 556

Veluntary 111 B
Employee beiefit expenses 6,289 6,246 " 6,952
The employee benefit expenses relate to employees who are working on the payroll of Philips, both with permanent and temperary contracts,
For further information on post-employment beneflt costs, refer to Post-employment benefits.
For details on the remuneration of the members of the Board of Management and the Supervisory Board, refer to Information on remuneration,
Employees
The average number (full-time equivalents, or FTEs) of employees by category is summarized as follows:
Philips Group
Employees by categary In FTES

T ) ) 2020 L oagal e e
Production T o 35,482 E 39,742

Research & devalopment T oo ’ 10,812 10,751
e ovslon e e . , are s
Employees 68,769 71,812
Third party workers B ) ) ] 4,008 4,533
Fhilips Geoup 73,7167 76,8445

Ernployees consist of those persons working on the payroll of Philips and whose costs are reflected in employee benefit expenses. Other consists of employees in commercal,
general and administrative fundtions. Third party workers consist of personnel hired on a par-period basis, via external companies,

Philips Group
Employees by geographlcal location in FTES

2020 2021 sLen
Nietherlands 13,146 11,142 15180
Other countries o ) ’ ’ ’ 62,621 65,303 - i erssR
Philips Group 73,767 T6 45 - 78,538

Depreciation and amortization
Depreciation of property, plant and equipment and amortization of Intangible assets, including impairments, are as follows:

Philips Group
Depreclation and amortization M in millions of EUR

2020
Deprecation of property, plant and equipment 691
o of o PO U OO .

it e e e
Amitization of development tosts CU T e R
Depeaciation and amortization 1462

Hncludes Impairments; for impairment valles please refer 16 Property, plant and equlpment and Intangible assets excluding goodwill

Depreciation of property, plant and equipment is mainly included in cost of sales. Amortization of software is mainly included in genera! and administration expenses.
Amortization of other intangible assets is included in selling expenses for brand names and customer relationships and is included in cost of sales for technology hasad and
other intangible assats. Amortization of development costs is included in research and development expenses.

Impairment of goadwill
Quring 2022, EUR 23,331 million of goodwill impairment charges were recorded in the Sleep & Respiratory Care business, due to revisions to the expected future cash flows. In
additicn, a EUR 27 million goodwill impairment was recognized in the Precision Diagnosis Solutions business. For further infermation refer to note Goodwill.

Shipping and handling
Shipping and handiing costs are included in cost of salas and salling axpensas in the Consolidated statements of incarme.

Advertising and promation
Advertising and promotion costs are included in selling expensas in the Consalidated statements of income.

lease expense
Lease expense relates to short-term and low value leases,

Other operational costs

Cther operational costs contain items which are dissimilar in nature and indivldually insignificant in amount to disclese separately. These costs contain among others expenses
for autsourcing services, mainly in Information Technology and Human Resources, third party workers, consultants, warranty, patents, costs for travelling and external legal
service. Government grants of EUR 103 million were recognized as cost reduction in 2022 {2021 EUR 104 millicn 2020: EUR 98 million). The grants mainly relate to research
and development activities and business development, The increase in other operational costs 2021 versus 2020 is matnly due to the Respironics field action provision, Fer
more details refer to Provisions ,

Audit and audit-related fees
The following takle shows the fees attributable to the fiscal years 2020, 2021 and 2022 for services rendered by the external auditars.



Phillps Group
Audit and audit-related fzes in milllons of EUR

2020 2021 - N 1 ) R
EY TR 3 ST
EYNLY)  EV Network Total  EYNLY  Network Total OEVRCY D sletwork
Budit fess 2.0 5.6 14.6 10.3 5.4 157 B9 - BE

“consolidated inancial stafements 7T TT TTT T T T gt T et T T T e T 23 e e
statutory financlal statetnents 27 27 2.7 27

J\udil-nelaledieesl) 0.5 0.6 0.3 09 : 0.7

i e ) . S
i

e o

Al ather faes

Fees 112 61 173 105

FEmst & Young Accountants LLP
* also known as Assurance fees

Other business income {expenses)
Othet business income {expenses) consists of the fellowing:

Philips Greup
Other business income [expenses) in millicns of EUR

w20 2002

Result on di pnsal nf buslnesses

Result on dnspusal uffrxed assets:

N

incame

axpenses T - (5)7
Result an other remalning businesses: ’ o ’

income ’ ’ ’ ’ 120 161

ey T i e e e e e e . e e oo . gy

Other business inconte fexpenses) 92 63
Tetal ather business Tncome 122 186
Tetal other business expenses . - . [29) . o [123]

The result on disposal of businesses mainly relates to divestment of non-strategic businesses. For more infermation refer to Acquisitions and divestments.
The result on disposal of fixed assets mainly relates to the sale of real estate assets,

The result on other remaining businesses mainty refates to the revaluation of contingent consideration and various legal matters. For information on contingent consideration,
refer to Provisiohs.

Financial income and expenses
Accounting polidas

Financial income and expenses are recognized on the accrual basls in the consolidated statements of income. [nterest income and expense are measured using
the effective interest method. Dividend Income is recognized in the consolidated statements of income on the date that the company s right to receive
payment is established, which in the case of quoted securities is normally ihe ex-dividend date.

Philips Group
Financlal Income and expenses In millions of EUR

" Intarost incomve from foans and receivables T T
Interest income from cash and cosh equivalents
Dividend Income from financlal assets

N=t galns frum dlspusal of Fnanqal isse|s

35

Other financial Income )

Finam:lal Incams 158 149
Inﬁﬂestexpmse o e e o T ' T T T amy T sy

.‘nteresrexpense on dlebt nmfborrowlngs oo t h T Comm e T ' o o o f130) ' {126)

urges aner Jease cantract ) i ; L ; o 29 g2 s
TISE O pensions {13) @l

Provision-related accretion axpenses i {im i {s)

o 4 .
e "3y’ v i
Flnancial expenses (202] [188)

Financial income ppd exponses (44] 391

In 2022, Fihancial Incotme and expenses increased by EUR 161 millioh year-on-yeat, mainly due to higher interest expense and lower fair value gains, The lewer fair value gains
are mainly fram investments in limited-life funds {mainly Gilde Healthcare} and other investments recognized at fair value through profit or loss compared with in 2021, Net
interest expense in 2022 was EUR 62 million higher than in 2021, mainly due ta the financial charges related to early redemption of EUR and USD bonds and issuance of new
EUR bonds issuad In 2022. The decrease in other financial income is mainly due to higher interest income on tax in 2021,

Jn 2021, Financial income and expenses decreased by EUR 5 million year-on-year, mainly due to higher other financial incame and lower interest expense, offset by lower fair
value gain. Fair value gains of EUR 95 million are from investments in [Imited-life funds {mainly Gilde Healthcare] and other investments recognized at fair value through profit

or loss, Net fnterest expense in 2021 was EUR 19 million lower than in 2020, mainly due to lower interest expense on borrowings and provisions, and interest expense on
pensians. The increase in other financial inceme is mainly due to higher interest income on tax.

Income taxes
Accounting policies

Income taxes comprise current, non-current and deferred tax. Income tax is recognized in the Consclidated statements of income except to the extent that it relates to items
recognized directly within equity or in other comprehensive income. Current tax s the expected taxes payable on the taxabla income for the year, using tax rates enacted or



substantively enacted at the reporting dats, and any adjustment to tax payable in respect of previous years.

In cases where it is concluded It is not probable that tax authorlties will accept a tax treatment, the effect of the uncertalnty is reflected in the recogniticn and measurement of
tax assets and lizbilities o, alternatively, a provision ts made for the amount that s expected to be settled, where this can be reasonably estimated. This assessment relies on
estimates and assumptions and may involve a series of judgments about future events. New information may become available that causes the company to change its
judgment regarding the adequacy of existing tax assets and liabilities. Such changes to tax assets and liabilities will impact the income tax expense in the period during which
such a determination is made.

Deferred tax assets and liabilitles are recognized, using the consolidated balance sheats method, for the expected tax conseguences of temporary differences between the
carrying amounts of assets and liabilities and the amounts used for taxation purposes. Deferred tax is not recognized for the following temporary differences: the initial
recognition of goodwill; the initial recognition of assets and liabilities In a transaction that is not a business combination and that affects neither actounting nor taxable profit;
and differences relating to investments in subsidiatles, joint ventures and associates where the reversal of the respective temporary difference can be controlled by the
company and it is probable that it will not reverse in the foresseable future, Deferred taxes are measured at the tax rates that are expected to be applied to temporary
differences when they reverse, based on the laws that have been enacted or substantively enacted by the reporting date. Deferred tax assets and liabilities are offset if there 1s
a legally enforceable right to offset current tax Ifabilities and assets, and they relate to income taxes levied by the same tax autharity on the same taxable entity or on different
taxable entities, but the company intends to settle current tax liabilities and assets on a net basis or their tax assets and liabilities will be realized simultanecusly,

A deferred tax asset is recognized for unused fax losses, tax credits and deductible temporary differences to the extent that it is probable that there will be future taxable
profits against which they can be utilized. The ultimate reslization of deferred tax assets is dependent upon the generation of future taxable income in the countries where the
deferred tax assets orlginated and during the periods when the deferred tax assets bacome daductible, Management considers the scheduled reversal of deferred tax
liahilities, prajected future taxable income and tax planning strategies in making this assessment.

Deferred tax liabilities for withholding taxes are recognized for subsidiaries in situations where the income is ta be paid out as dividend in the foreseeable future and for
undistributed earnings of unconsolidated companies to the extent that these withholding taxes are not expected to be refundable or deductible. Changes |n tax rates and tax
lawrs are reflecied in the period when the change was enacted or substantively enacted by the reparting date.

Any subsequent adjustment to a tax asset or liability that originated in discontinued operations and for which no specific arrangements were made at the time of divestment,
due to a change in the tax base or its measurement, is allecated to discontinued operations {i.e. backwards tracing). Examples are a tax rate change or change in retained
assets or liabilities directly relating to the discontinued operation, Any subsequent change to the racognition of deferred tax assets is allocated to the companent in which the
taxable gain is or will be recognized. The above principles are applied to the extent the ‘discontinued operatiens’ are sufficiently separable frem continuing operations.

Accounting estimates and judgments

Deferved tax recoverability

Deferred tax assets are recognized to the extent that it is probabie that there will be future taxable profits against which these can be utilized. Significant judgment is involved
in determining whether such profits are probable. Management determines this on the basis of expected taxable profits arising from the reversal of recognized deferred tax
liabilities, appropriate tax planning opportunities to support businass goals and on the basis of forecasts.

Uncertaln tax positions
Uncertain tax positions are recognized as liabllities if and to the extent it 1s probable that additional tax will ke due and the amount can be reliably measured. Significant
judgment is invalved in determining these positions.

The income tax benefit of continuing operations amounts to EUR 113 million {2021: EUR 103 million tax benefit, 2020: EUR 212 million tax expense}.

The components of Income before taxes and Income tax expense are as follows:

Philips Group
Inceme tax expense in milllons of EUR

2020
Income before tayes 1,211
Investments In assoclates, net of Income taxes I ”(9) T
Incame before taxes and Investmant in assoriatos o . 1,220
Current tax (expen: T i ) " Cps)
Deferred tax {expénse) henefit 167
Income tax { | of continuing i 1213)

Income tax benefit of continuing operations excludes the tax benefit of the discontinued operations of EUR 18 million {2021: EUR 737 millicn expense, 2020: EUR 81 millicn
epense), mainly related to the release of provisions,

The compoenents of income tax expense of continuing cperations are as follows:

Phllips Group
Currant income tax expensa in millions of FUR

ST e
Current year tax {expense) benefit ] ] (390)
it T a1 L R L ReARver < v A s SRt S R S e 25 s nan s L s == .
Current tax [expense} bunofit {380)
Phlps Group
Deferred ingome tax expense In milliens of EUR
) ) 20

of previously unr ized tax loss and credit carryforwards [
Urlrecngnizéci-;ax loss and credltcarrylnrward; e ——""
Changes to of iffe 19
B e - R L
Tarvite chngs ! .. e i e e e e .. e
Orlginatlen and revarsal of temporary differences, tox lasses and tax credits Trmmmm— wmmm— 137
Defarred tax (expense] benafit 167

Philips’ operations are subject to income taxes in varicus foreign jurisdictions. The statutory income tax rate varies per country, which results in a difference between the
weighted average statutory income tax rate and the Netherlands' statutory income tax rate of 25.8% (2021: 25.0% 2020: 25.0%).

A recongiliation of the weighted average statutory income tax rate to the effective incomne tax rate of continuing operations is as follows:



Philips Group
Effective [ncome tax rate in %

Welghted average stalutory Income tax rate In %
of Iy | tax loss and credit carryforwards
Unrecogalzed tax loss and credit carryferwards

Ch’ange‘s m“}eoogﬁ?lin; of temporary differences

Non-taxabie Income and fax incentives

Mon-deductible expenses ...
!Vlt hhelding and ether taxes

Tax expeliw [herieﬁt) due to change In wncartaln tax treatments
Others, nat
Effective income tax rate

Ty e iy
1200} 5o 65

The effective income tax rate is lower than the weighted average statutory income tax rate in 2022 mainly due to a non-deductible goodwill impairment in the Sleep &
Respiratory Care business and other non-deductible expenses such as share based compensation expenses, partly offset by recurring favorable tax incentives related to R&D
investments, the innovation box regime in the Netherlands and export activities.

Due to the oss pesition in 2022, items such as non-deductible expense lead to a decrease of the effective income tax rate and items such as tax incentives lead to an increase
In the effective income tax rate.

Deferred tax assets and liabilities

Deferred tax assets are recognized for temporary differences, unused tax losses, and unused tax credits to the extent that realization of the related tax benefits is probable, The
ultimate realization of deferred tax assets is dependent upon the genaration of future taxable income in the countries where the deferred tax assets origlnated and during the
periods when the deferred tax assets become deductible. Management considers the scheduled reversal of deferred tax liabilities, projected future taxable income, and tax
planning strategies in making this assessment.

Net deferred tax assets relate to the following underlying assets and liabilities and tax loss carryforwards (including tax credit carryforwards) and their movements durlng the
vears 2022 and 2021 respectively are presented in the following tables,

The net deferred tax assets of EUR 2,358 million {2021: EUR 2,134 mlllion) consist of deferred tax assets of EUR 2,449 million {2021: EUR 2,216 millien) and deferred tax
liabilities of EUR 91 million (2021: EUR 83 million). Of tha total deferred tax assets of EUR 2,449 million as of December 31, 2022 (2021: EUR 2,216 million), EUR 1,453 million
{2021: EUR 12 million) is recognized in raspect of antities in varlous countries where there have been tax losses in the current or preceding period. The increase is mainly
related to the United States where there has been a tax loss in 2022, among others due to the consequences of the Respironics field action. Management's projections support
the assumption that it is prebable that the results of future operations will generate sufficient taxable Income to utilize the tax losses as well the deductible temporary
differences, The projections include forward-tooking assumptions whereby the most recent available information was used to determine the expected period of recovery of
the deferred tax assets. Relevant developments potentially impacting the period and probability of recovery will be monitored closely.

As of December 31, 2022 the temporary differences associated with investments, including potantial income tax conseguences on dividends, for which no deferred tax
liabilities are recognlzed, aggregate to EUR 355 million {2021: EUR 298 million).

Philips Group
Daferred tax assets and llabllities Inmillions of EUR

TYeEaff deferred tax posiiong

I Wet deferred taxassets

% ather Includes the moverents of assets and liabilities recognized In aquity and O, which Includes forelgn currency transiation diff i and d

Phillps Group

Deferrad tax assets and llabilities in millions of EUR

""Balanee o5 of Jandary 1, " revognbed i thcems 7T
2021 statement other 11 2021 Assets Liahilitles

Intanglhle assets 290 535 (188} 587 {1309

Property, plant and equipment E?] 12 {16)
e ot i o o s i e

i S

Pensions and other émplny’é;rbeneﬂls 245

Glhorliaiiia T S e e e - o

Defer s on tax loss carwforward§ ' A9 2

Setoff defarred HKFﬂSi'iﬂﬂSw e o 211
Net deferred tax assets 1,761 Aad, {28] 2,34 2,216 23)
" Gther includes the movements of assets and llabillites recognized in equity and 0TI, which Includes foreln currency Il differences, andd

The company has available tax loss and credit carryforwards, which expire as follows:

Fhillps Group
Expliry yeats of net operating loss andd ceed(t carryforwacds in millions of EUR

Unrecognired bralance as of December
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As of December 31, 2022, the amount of deductible te mporary differences for which no deferred tax asset has been recognized in the balance sheet was EUR 45 miillion (2021
£UR 33 million). The unrecognized balance as of December 31, 2021 {expiring within 1 year, EUR 1,582 miffion) which were partly utilized and the remainder expired
unutilized,



Tax risks

Philips is exposed to tax risks and uncertainty over tax treatments. For particular tax treatments that are not expected {o be accepted by tax authorities, Philips either
recognizes a lizbility or reflects the uncertainty in the recognition and measurement of its current and deferred tax assets and tax attributes, For the measurement of the
uncertainty, Philips uses the most fikely amount or the expected value of the tax treatment, The expected liabilities resulting from the uncertain tax treatments are included in
non-current tax liabilities (2022: EUR 435 million, 2021: EUR 544 million, decrease due to release of [iabilities, in combination with higher tax losses or similar tax carryforwards
that can be used if uncertain tax treatments were settled for the presumed amount at balance sheet date), The positions include, ameng others, the following:

Transfer pricing risks

Philips has issued transfer pricing directives, which are in accordance with international guidelines such as those of the Organization of Economic Co-operation and
Development. In order to reduce the transfer pricing uncertainties, monitoring proceduras are carried out by Group Tax to safeguard the correct implementation of the
transfer pricing directives, However, tax disputes can arise due to inconsistent transfer pricing regimes and different views on "at arm's length" pricing.

Tax risks on general and specific service agreements and licensing agreements

Due to the centrallzation of certain activitias {such as research and develapment, IT and group functions), costs are also centratized, As a conseguence, these costs and/or
revenues must be allocated to the beneficlarles, 1.e, the varlous Philips entltles, For that purpose, servlce contracts such as intra-group service agreements and |lcensing
agreements are signed with a large number of group entities, Tax authorities review these intra-group service and licensing agreements, and may reject the implemented
intra-group charges. Furthermore, buy infout situstions in the case of {de}mergers could affect the cost allocation resulting from the intragroup service agreements between
countries, The same applies to the specific sarvice agreements.

Tax risks due to disentanglements and acquisitions

When a subsidiary of Philips is disentangled, or a naw company is acquired, tax risks may arise. Philips creates marger and acquisltion {M&A) teams for these disentanglements
or acguisitions, In additlon to representatives from the involved business, these teams consist of specialists from various group functions and are formed, among other things,
to identify tax risks and to reduce potential tax claims.

Tax risks due to permanent establishments
A permanent establishment may arise when a Philips entity has activities in another country, tax claims could arise in hoth countries on the same income.

Earnings per share

Accounting policies

The company presents basic and diluted earnings per share (EP3) data for its commen shares. Basic EPS is calculated by dividing the Net income {loss)
attributable to shareholdars by the weighted average number of common shares outstanding (after deduction of treasury shares) during the period. Diluted
EPS is determined by adjusting the Net income {loss) attributable to sharsholders and the weighted average number of common shares outstanding (after
deduction of treasury shares) during the period, for the effects of all dilutive potential common shares, which comprise performance shares, restricted shares
and share options granted under share-based compensation plans as well as forward contracts to repurchase shares.

Philips Group
Earnings per share in milions of EUR unless otherwise stated 4

2002
Income from continuing operations #:-11,618] -
Income from continuing upelatigqs_ ta_hle to s__h_re__h_n_lqe

P . PR R . .

nue22)
Income from continting aperations attributable to non-controlfing I
Incoma frem discontinued operations

Income from discontinued operations attrlbutable Lo shareholders

Net income
Net inceme attributable to shareholders

Hat income attribuiable to no

-controlling interests

WBIghlE&WEngnur;lL;;;f common shares outstanding {after daduction of treasury shares) during the period o

Plus ingremental shares fram assumed conversions of:
Share options

T sy g2z 287,25
Thsergol 7 “asingmi
2,584,728 2,378,736
" Forward contracts to rc‘p‘urc‘ilése‘ shares ' ' ' n ’ T T o3
Dilutive petential comman shares 2 8,903,851 5,383,080
Diluted welghted average number of shares outstanding [after dacustion of treasury shares) during tha perfod 916,625,001 909,654,754
Basic aurnings par common shate In EUR o

Income fram continuing operations attributable o sharehol

" Incame f‘rc.lr‘n.d‘lsc-;r-\l.iI;I;E"t‘l“t;p.e.r;lh;ns attributable to sharchelders
Gt o Sitibutabie to sharehaers ™ e+ s Somintinn s 115 o 21 s o e e 2 e e e e e

Dilutedeainings per commeon share in EUR 2

h lﬁéame l'ru';’; r.onllnulng nperntlonsnttrihutﬂhletu shareholders

i : ed ¢ butabile to sharcholders

Netincame attributable to shareholdars

Dividend distributed per common share In EUR T T o i 045

U sharcholders in this table refers to sharehofers of Koninkijke Phillps NV
% The dilutive potential commen shares are net taken It account in the periods for which thete is a loss, as the effect would be antiditutive

Property, plant and equipment
Accounting policies

Owned pssets
The cost of property, plant and equipment comprise all directly attributable costs {including the cost of matertal and direct labor).

Depreciation is generally calculated using the straight-line mathod over the useful life of the asset. land and assets under censtruction are not depreciated. When assets under
censtruction are ready for their intended use, they are transferred to the relevant asset category and depreciation starts, All other property, plant and equipment itetns are

depreciated over their estimated useful lives to thelr estimated residual values.

The estimated useful lives of property, plant and equipment are as follows:



Philips Group
Useful lives of

; Bulldings oo
 Wiachingry arid inistallations -

. Other eguipment - - froin 1to 10 years,

Proparty, plant and equipment are reviewed for Impairment whenever events or changes in circumstances indicate that the book value of the assets concerned may not be
recoverable. A impairment lass is recognized for the amount by which the asset’s book value exceeds their recoverable amount. Impairments are reversed if and to the extant
that the impalrment ne longer exists. The recaverable amount Is defined as the higher of the asset's fair value Jess costs of disposal andits value in use.

Gains and losses on the sale of property, plant and equipment are Included in other business income, Costs related to repair and maintenance activities are expensed in the
period in which they are Incurred unless they extend the asset's original lifetime or capacity.

Right-of-use assets

The company leases vartous items of real estate, vehicles and other equipment. The company determines whether an arrangement constitutes or cantains a lease based on
the substance of the arrangement at the lease inception. The arrangement constitutes or contalns a lease if fulfillment is dependent on the use of a specific asset and the
arrangement conveys a right to use the asset, even If that asset 1s hot explicitly specified in the arrangement.

Company as a lessea
The company recognizes right-of-use assets and lease liabilities for leases with a term of more than twelve months if the underlying asset is not of low value, Payments for

short-term and low-value leases are expensed over the lease term. Extension aptions are included in the lease term if their exercise is reasonably certain, Right-of-use assets
are measured at cost less accumulated depractation and Impalrment losses, adjusted for any remeasurements. Right-of-use assets are depreciated using the straight-line
method over the shorter of the lease term and the useful life of the underlying assets.

Company as a [essor
When the company acts as a lessor, it determines at lease |nception whether a lease is a finance lzase or an operating lease. Leases in which the company does not transfer

substantially all the risks and rewseds incidental to ownership of an asset are classified as operating leases. The company recognizes lease payments received under operating
leases as income on a straight-line basls over the lease tert in the Conselidated statement of income,

Accounting estimates and judgments

Impairment of owned and right-of-use assets
Judgments are required, not only to detarmine whether there is an indication that an asset may be impaired, but also whether indications exist that impairment losses

previcusly recognized may no longer exist or may have decreased {impzittnent reversal), Afier indications of impairment have bean identified, estimates and assumptions are
used in the detetmination of the recoverable amount of 2 fixed asset. These involve estimates of expacted fuiure cash {lows {based on future growth rates and remaining
useful life) and residual value assumptions, as well as discount rates to calculate the present value of the future cash flows.

Owned assets

Estimates are required to determine the {remaining) useful lives of fixed assets, Useful lives are determined based on an asset's age, the frequency of its use, repair and
maintenance policy, technology changes In production and expected restructuring. The company estimates the expected residual value per asset itemn. The residual value 1s the
higher of the asset's expected sales price (basad on recent market transactions of similar sold iterms) and its material serap value,

Right-of-use assots
Significant judgment is required to determine the lsase term. The assessment of whether the company Is reasonably certain to exercise sxtension eptiens impacts the lease
term, which could affect the amount of lease lisbilities and right-of-use assets recognized.

Praperty, plant and equipment are fixed assets that are owned or right-of-use assets under a lease agreement.
Owned and right-of-use assets are held for use in Philips’ operating activities.
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Lease related notes
Below are the references with respect to year-end disclosures as lessee:

+ Short-term and low-value leases, are disclosed in Income from operations;

+ Disclosures regarding interest expenses on lease liabilities, are disclosed in Financial income and expenses;
= Fordisclosure on leasing related cash outflow and the split between interest and principal payments, refer to Cash flow statement supplementary

information;

« For disclosure on sale and leaseback transactions, refer to Details of treasury and other financial risks;

» For disclosure on lease liabilities and maturity analysis, refer to Debt;

Below are the references with respect to year-end disclosures as lessor:

= Fordisclosures oh lease income and sublease income, refer to Details of treasury and other financial risks;
+ Other qualitative disclosures regarding the nature of iessors leasing activities and risk managament, refer to Details of treasury and other financial risks.

Goodwill

Accounting policles

Cther qualitative and quantitative disclosures regarding the nature of lessee’s leasing activities and future lease obligations, refer to Debt.

The measurement of goodwill at initial recognition is described n the Acquisitions and divestments note. Goodwill is subsequentiy measured at cost less accumulated

impairment losses.



Goodwill is not amortized but tested for impairment annually and whenever impairment indicators require. Internal or external sources of information are
considered to assess if there are indicators that an asset or a CGU may be impaired, In most cases the company identifies its cash-generating units for goodwill
at one level below that of an operating segment. Cash flows at this level are substantially independent from other cash flows and this is the lowest level at
which goodwill is monitored by the Executive Committee. An Impairment loss is recognized in the Consolidated statements of income whenaver and to the
extent that the carrying amount of a cash-generating unit exceeds the unit’s recoverable amount, whichever is the greater, its value in use or its fair value less
cost of disposal. Value in use is measured as the present value of future cash flows expected to be generated by the asset. Fair value less cost of disposal is
measured as the amount obtained from the sale of an asset in an arm’s length transaction, less costs of disposal,

Accounting estimates and judgments

The cash flow projections used in the value in use calculations for goodwill impairment testing contain various judgments and estimations as described in the
key assumptions sections below.
The changes in 2021 and 2022 were as follows:
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In 2022, goadwill decreased by EUR 399 million, primarily as a result of goodwill impairments of EUR 1,357 million partizlly offset by translation differences of EUR 641 milllen
and acquisitions of EUR 217 mill:on (which includes changes In the provisional opening balance sheet posltion for certain 2021 acquisitions, refer te Acguisitions and
divestments).

In 2021, goodwill increased by EUR 2,622 millien, primarily as a result of provisional goodwill recognized on new acquisitions of BioTelernetry (EUR 1,776 million] and Capsute
Technologies of {EUR 325 million), and translation differences of EUR 732 million, This was parilzlly offset by EUR 15 million of impairment losses primarily related to the PERS
CGU and EUR 188 mithon divested in the period, mostly refating to the Domestic Appliances husiness, For details on the impact of new acquisitions and the divastment of the
Domestic Appliances business, refer ta Acguisitions and divestments.

Goodwill reallocations in 2022 and 2621

In 2022 and 2021 there were changes to the CGU structure following internal reorganizations. These resuited in a goodwill reallocation acress certain CGUs, nona of which had
a significant impact on headraoom or led to goedwill impairments. These reailocations were performed using a relative value approach. In addition there were also certain CGU
movements andfor combinations within businesses that did not result in a reallocation of goodwill, but resulted in changes to the business structure. This did not have a
significant impact on headroom or lead to goodwill impairments,

Impairments

During 2022 goadwill impairment charges of EUR 1,357 million were recognized. This relates to the third quarter impairment charge of EUR 1,331 million in the Sleep &
Respiratory Care (S&RC) CGU of the Connected Care segment, In addition, as & result of the annual impairment testing a goedwill impairment charge of EUR 27 million was
recognized in relation to the Precision Diagnosis Solutions (PDS) CGU which is part of the Diagnosis & Treatment segment. The value in use methodology was used to estimate
the recoverable amount for the PDS CGLU.

During 2023 an impairmant charge of EUR 15 million was recognized. The majority of this related to the PERS CGU which was ¢lassified as an asset held for sale as of Q4 2020.
The PERS CGU was divested as of june 30, 2021, Prior ta the divestment a goodwill impairment of EUR 13 million was recorded to refiect a decrease in the recoverable amount
of the CGU, this reduced the goodwill balance of the CGU to zero. The fair value less cost of disposal methodology was used to estithate the recoverable amount far the PERS
CGU, this was based on Level 3 inputs. Key assumptions and inputs used in the caleulation included the signed purchase agresment for the PERS divestment, The impairment
of EUR 13 million was recorded in the Connected Care segment.

Interim gocdwill impairment testing

As explained in the accounting policy above, goodwill is tested for impairment annually and whenever impairment indicators require. In the third guarter of 2022, an
impairment indicator was noted in relation to the S&RC CGU as a consequence of revisions to the expected future cashflows of the CGU. The drivers of the revised forecast
{which form the basis for the future cashflow assumptions) were current assumptions regarding the estimated impact of a consent decres that is currently under discussion
with the US Department of Justice {DoJ), acting on behalf of the FDA, along with updates to expected business perfarmance and changes to the pre-tax discount rate. An
impairment test was performed in order to determine if the carrying amount of the cash-generating unit exceeded the unit’s recoverable amount, which was determined on a
value in use basis. As a result of this test a goodwill impairment charge of EUR 1,331 million was recognized. Following the impairment charge, the estimated recoverable
amount, based on the CGU's value in use, for the S&RC CGU was EUR 1,001 million and equal te its carrying value,

The assumptions used to determine the recoverable amount of the CGU at the interim testing date are presented balow:

Philtps Group
Key assumptions - interim impainment testing
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Inaddition to the abeve assumptions, assumptlons were mace regarding the estimated impact of a consent decree on the business, These assumptions included the expected
financial impact of the scope and duration of a consent dacree, as well as expected additional costs. These assumptians were determined by management based on
discussions held in relation to the consent decree and other available sources of information.

Annual goodwill impairment testing
For impairment testing, goodwili is allecated to cash generating units (typically one level below segment level, i.e. at the business level), which represent the lowest tevel at
which the goodwill is monitored internally for management purposes.



Goodwill allocated to the cash generating units Ambulztery Monitoring & Diagnostics, Hospital Patient Monitoring and Image-Guided Therapy is considered to be significant in
comparison to the total book value of goodwifi for the Group as of December 21, 2022, The ameunts assoaciated as of December 31, 2022 are presented in the following table:

Philtips Group
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Unless otherwise noted, the basis of the recoverable amount used in the annual impairment tests for the uniis disclosed further in this note |s the walue in use. The fair value
less cost of disposal methodology was used as a basis for the recoverable amount i the annual impairment test when greater than the value-in-use test, Refer to the 'key
assumptions- general' section for further detall on the methodology.

Key assumptions - general

Key assumptions used in the value-in-use impairment tests for the units were sales growth rates, EBITA'! in the terminal value and the rates used for discounting the projectad
cash flaws. These cash flow projections were determined using Royal Philips managements’ internal forecasts that cover an initial forecast period from 2023 to 2025,
Projections wete extrapolated with stable or declining growth rates for an extrapelation period of 4 years (2026-2029), after which & terminal value was caleulated per 2030,
For the terminal value calculation, growth rates were capped at a historical leng-term average growth rate. In the case of the Ambulatory Monltoring & Diagnostics CGU
management's internal forecasts were used in the value in use test for a period of 5 years (2023-2027).

The sales growth rates and EBITA® used to estimate cash flows are based on past parformance, external market growth assumptions and industry long-term growth averages.
EBITA" in all units mantioned in this note Is expected to increase over the projection period as a result of volume growth and cost efficiencies.

In 2022 there continued to be uncertainty and volatility related to global, industry-wide macroeconomic challenges including global supply chain constraints, COVID Jockdown
measures in China, inflationary pressures and the Russia-Ukraine war, Where relevant, and to the extent possible, the estimated Impact of these factors and the resulting
uncertainties have been reflected in the forecasts used for the value-in-use calculations. As was the case in 2021, the company uses scenarios in the business forecasting
orocess and the most reasonable and supportable assumptlions which represent management’s bast estimate are used as the basis for the value-in-use tests,

The rates used for discouniing the projected cash flows in goodwill impairment testing is based on a business weighted cost of capital (WACC), which in turn is based on
business-specific inputs along with other inputs as mantioned balow. The WACC s based on post-tax cost of equity and cost of debt, and is further calculated based on market
data and inputs to accurately capture changes to the time value of money, such as the risk-free interest rate, the beta factor and country risk premium. In order to properiy
reflect the different risk-profiles of different businesses, a WACC is determined for each business, As such, the beta factor is determined based on a selection of peer
companies, which <an differ per business, Different businesses have different geagraphical footprints, resulting in business-specific inputs for variables like country risk. Phitips
performs the value in use calculation using post-tax cashflows and discount rate, the implicit pre-tax rate discount rate is derived from an iterative calculation for disclosure
purpases.

In 2022 the pre-tax discount rates inereased for all CGUs primarily due to the Impact on the WACC of higher interest rates. As explalned above, for S&RC this increased pre-tax
discount rate contributed to the impairment charge recognized in the third guarter of 2022,

Key assumptiohs and sensitivity analysls relating to cash-generating unlts to which a sighificant ameount of goodwill is allocated
In 2022 cash flow projections of Ambulatory Monitoring & Diagnostics, Hospital Patient Monitoring, Image-Guided Therapy and Sleep & Respiratory Care are based on the key
assumptiens included in the fallowing table, which were used in the anhual impairment test performed In the fourth guarter.
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The assumptions used for the 2021 cash flow projactions were as follows:
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Impairment tests are perfermed based on forwerd looking assumptichs, using the most recent available information. By their nature, these assumptions Involve risk and
uncertainty because they relate to future events and circumstances and there are many factors that could cause actual resulis and developments to differ materially from the
plans, goals and expectations set forth in these assumptions.

In performing the value-in-use test for the S&RC CGU it was necessary for management to make assumptions regarding the estimated impact of a consent dacree on the
business. These assumptions included the expacted financial impact of the scope and duration of a consent decres, as well as expected additional costs. These assumptions
were determined by management based on discussions heid in relation to the consent decree and other available sources of information. There have been no significant
changes to these assumptions since the interim goodwl|l testing in the third quarter of 2022 (see Interim Goodwill impairment testing section above).

For the Sleep & Respiratory Care CGLU, based an the annual goodwill impairment testing perfermed by management during the fourth quarter of 2022 in accordance with the
methodology discussed above, ho additional impairment charge was warranted, However, following the interim impairment charge, the annual impairment test indicates that
the value in use of the CGU remains sensitive to the assumptions set out above. This means that there is a higher risk that deviations in the mentioned key assumptions could



cause the recoverable amount to fall below the level of Its carrylng value. There continues to be significant uncertainty associated with the initlated voluntary reczll notification
in the United States and fleld safety notice outside the United States for certain sleep and respiratory care products, the associated legal matters and the outcome of a consent
decree, The legal matters are described in further detail in Contingencies.

Based on the annual impairment test of Sleep & Respiratory Care, It was noted that an increase of 40 basis points in the pre-tax discount rate, a 160 hasis points decline in the
compound long-term sales growth rate or a 7% decrease in terminal value would, individually, cause its recoverable amount 1o fall to the level of its carrying value,
Additionally, any significant adverse changes to the assumptions related to the expectad financial impact of a consent decree could tause the recoverable amount of the CGU
to fall below its carrying value, resulting In Impairment,

The results of the annual impairment tests of the Ambulatory Monitoring & Diagnostics CGU indicate that the value in use of the CGUs s sensitive to the assumptions set out
above, This means that there is a higher risk that deviations in the mantioned key assumptions tould cause the recoverable amount io fall below the level of its carrying value.
Based on the annual impairment test of Ambulatory Monitoring & Diagnestics, it was noted that an Increase of 40 basis points in the pre-tax discount rate, a 210 basis peints
decling in the compound long-term saies growth rate or a 8% decrease in terminal value would, individually, cause its recoverable amount to fall to the level of its carrying
value.

The results of the annual impairment test of Hospltal Patlent Monltaring and Image-Guided Therapy indicate that a reasonably possible change in key assumptions would not
cause the valug in use to fall to the level of the carrying value.

AddRicnal informatlen relating to cash-gehe rating units to which a non-significant amouni ralative to the total goodwill Is allocated

The results of the annual impairment tests of the Emergency Care CGU indicate that the value in use of the CGU is sensitive to the assumptions set out above, This means that
there is a higher risk that devlations In the mentioned key assumptions could cause the recoverzble amount to fall below the level of Its carrying value, Based on the annual
impairment test of Emergency Care, it was notad that an increase of 190 basls polnts in the pre-tax discount rate, a 809 basis points decline in the compound Jong-term sales
growth rate or a 26% decrease in terminal valua would, individually, cause its recaverahle amount to fall to the level of its carrying value.

With the exception of those described slove, for the cash generating units to which a non-significant amount relative 1o the totaf gondwill is alfocated, any reasonable change
in assumptlons would not cause the value in use to fall o the lavel of the carrying value.

4 The definltlon of thls non-IFRS measure and a reconcdliation to the IFRS measure Is included in information by segment and main country

Intangible assets excluding goodwill
Accounting policles

Acquired finite-lived intangible assets are amortized using the straight-line method over their estimated useful life, The useful lives are evaluated annually, Intangible assets are
initially capitalized at cost, with the exception of intanglkle assets acquired as part of a business combination, which are capitalized at their acquisition date falr value,

The company expenses all research costs as incurred. Expenditure on developrent activities, whereby research findings are applied to a plan or design for the production of
new or substaniially inproved preducts and processes, is capitalized as an intangikle asset if the product or process is technically and commercially feasible, the company has
sufficient resources and the intention to complets davelepment and can measure the attributable expenditure refiably.

The capitalized development expenditure comprises of alf directly attributable casts {including the cost of materials and direct labor). Cther development expenditures and
axpenditures on research activities are recognized in the Consolidated statements of Ihcome, Capitalized development expenditure is stated at cost less accurnulated
amartization and impairment losses. Amortization of capitallzed development expenditure s charged to the Consolidated statements of income on a stralght-line basis over
the estimated useful lives of the intangible assets,

The expected useful lives of the intangible assets excluding goodwili are as follows:

Philips Group
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The weighted average expected remalning life of brand names, customer relaticnships, technology and other intangible assets is 9.4 years as of December 31, 2022 (2021; 9.6
years).

Impairment of intangible assets not yet ready for usa
Intangible assets not yet ready for use are not amortized but are tested fer impairment annually and whenever impairment indicators require. In the case of intangible assets
not yet ready for use, either internal or external sources of information are considered to assess if there are indicators that an asset or a CGU may be impaired.

Impairment of non-financial assets other than goodwill, Intangible assets not yet ready for use, nventories and deferrad tax assets

Non-financial assets other than goodwill, intangible assets not yet ready for use, inventories and deferied tax assets are reviewed far impairment whenever events or changes
in clrcumstances indicate that the carrying amount of an asset may not be recoverable, Recovarability of assets ta be held and used is assessed by a comparison of the carrying
amount of an asset with the greater of its value in use and fair value less cost of dispasal. Valug in use is measured as the present value of future cash flows expected to be
generated by the assat, Fair value less cost of disposal is measured as the amount obtained from a sale of an asset in an arm’s length transaction, less costs of disposal. If the
carrying amount of an asset is deemed not recoverakble, an impairment charge is recognized in the amount by which the carrying amount of the asset exceeds the recoverable
atnaunt. The revlew for impalrment is carrded out at the level where cash flows cccur that are independent of ether cash flows.

Impairmenit losses recognized in prior periods for Intangible assets other than goodwlll are assessad at each reporting date for any indications that the loss has decreased or no
longer exists. An impairment loss is reversed if ahd te the extent that there has been & change in the estimates used to determine the recoverable amount, The loss is reversed
only o the extent that the asset's carrying amount does nat exceed the carrylng amount that would have been determined, net of depreciation or amortization, if no
impairment loss had been recognized. Reversals of impairment are recognized in the Consolidatad statements of incorne,

Accounting estimates and judgments

The cash flow projections used in the value In use calculations for intangible assets excluding goodwill contain various judgments and estimations. For



intangible assets excluding goodwill, estimates are required to determine the {remaining) useful fives.

Philips Group
Intanglble assets excluding goodwllk In millions of EUR

dict devehaprng it
- canstivetionin -

S i o i g  Techinatogy - produt develapiant g total
1 Balance as of Jamrary 1; 202277 T SETE LR
FQR L e 7,605 301 o84
Amicitization / impaicments " {16058 {3,102) {6,285}

ok valy i B

" kmpairmients :

: Tﬁnsléliu‘n differences and ather, -~
- Totalchange :

[E808
ey ER T aak)
K 3937 L s0R

10,602
(7077}
3528

Book Valve

Phlllps Group
Intangible assets excluding goodwlll In millons of EUR

produst constiuction ln
brand namaos custarner relationships tachnology development PrOErass softwara other total

Balanca a3 of January 1, 2021

Cost 3,434 135

Amartization / Impairments. T imesy (G
Bookvalue 852 a4

Addtiians 1 261 382
o e st e s e e R R Ve ity
Actulsitions [ (7] 238 T ' .

Amortization - ] 1) vz i) {213} ) -

impairments B m (51 {15)

et s e s held risla T T y Cmmt G

Translation differances and other T 12 80 59 [t

Total change 42 492 131 122} 17

Balance as of Decamber 31, 2021

Tead T e T 2,605 o T ses” 16
Amortization § impairments (CE) {1,447 {16051 {102} [C1] g7 {i01) )
Book Value 162 1,123 1,000 599 414 757 a4 3,650

Acquisitions in 2022 involved Intangible assets of EUR 180 million in aggregate (2021: EUR 841 million). For more information, refer to Acquisitions and divestments.

Impairments in 2022 wera EUR 276 million {2021: FUR 125 million) and mainly relate to technalogy (EUR 46 miillion} and product development (EUR 204 million), including
product development canstruction in progress. n the third quarter of 2022 an initiative was undertaken to enhance productivity in R&D, specifically to shift the focus to fewer,
high-impact projects in the innovation pipeline. As a result of this |nitiatlve EUR 132 million of product devefopment (including preduct development construction in progress)
assel impairments were recognized.

The most notable impairments in 2022, recognized as part of the above productivity initiative, were In the Dlagnosis & Treatment segment, for product development assets in
Precision Diagnasis {PD} of EUR 36 million and Image Guided Therapy-Systems {[GT Systems) of EUR 41 million {EUR 16 million ef which was product development construction
in progress}, The basis of the recoverable amount used in these tests was the value-in-use. After the impairment charge the recoverable amount of the related intangible
assetsis EUR O million,

In 2022 there continued to be uncertainty and volatility related to by global, industry-wide macroeconomic challenges including glokal supply chain constraints, COVID
lockdown rmeasures in China, inflationary pressures and the Russia-Ukraine war. Where relevant, and to the extent possible, the estimated impact of these factors and the
resulting uncertainties have been reflected in the forecasts used for the VIU calculations. As was the case in 2021, the company uses scenarios in the business forecasting
process and the most reasonable and supportable assumpticns which represent management’s best estimate are used as the basis for the value-in-use tests

The amortization of intangible assets is specified in Income from operations.

The most notable intangible assets as of December 31, 2022 relate to the BioTelemetry customer relationships and technology with a carrying value of EUR 385 million and
EUR 150 million and a remaining amortization period of 14 years and 10 years, respectively and Spectranetics customer relationships and technology with a carrying value of
EUR 291 million and EUR 203 million and a remalning amortization period of 15 years and 10 years, respectively, The most notable intangible assets as of December 31, 2021
relate to the BicTelemetry customer relationships 2nd tachnology with value of EUR 391 million and EUR 162 miillion and a remaining amortization peried of 15 years and 11
years, respectively and Spectranetics customer relationships and technclogy with a catrying value of EUR 222 million and EUR 210 million and a remaining amortization period
of 16 years and 11 years, respectively,

Other financial assets

Actounting policies

Classification and measurement of financfal assets

The classification of financial assets at initial recognition depends on the financial asset’s contractual cash flow characteristics and the company’s business madel for managing
them,

The company initially measures a financial asset at Its fair value plus, in the case of a financial asset not at fair valite through profit or loss, transaction costs.

For the purposes of subsequent measurement, financial assets are classified inte four categories:

* Financial assets at amortized cost (debt instruments}.

» Financial assets at fair value through other comprehensive income (OCI} with recycling of cumulative gains and losses {debt instrements).

+ Financial assets designated at fair value through OC1 with no recycling of cumulative gains and losses upon derecognition (equity instruments].
» Finandial assets at fair value through profit or loss {debt instruments and eguity instruments).




Impalrment of financial assets
The company recognlzes a loss allowance for expected credit losses for trade receivables, contract assats, lease receivables, debt investments carried at amortized cost and fair
value through ather comprehensive income (FYTOCI),

At each balance sheet date, the company assesses whether there is ob)ective evidence that a financial asset or a group of financial assets is impaired and recognizes a loss
allowance for expected credit losses for financizl assets measured at either amortized casts or at fair value through other comprehensive income. If, at the reporting date, the
cradit risk on a financial instrument has not increased significantly since initial recognition, the company measures the loss allowance for the financial instrument at an amount
equal to 12 months of expected credit lesses, If, at the reporting date, the credit risk on a financial instrument has increased significantly since inittal recognition, the company
measures the loss allowance for the financial instrument at an amount equal to the lifetime-expected credit losses. For all trade receivables, contract assets and lease
receivables the company measures the loss allowance at ah amount equal to fifetime-expected credit losses.

Accounting estimates and judgments
The determination of fair value is subject to estimates for investments that are not publicly traded. Refer to Fair value of financtal assets and liabilities

Financial assets classified at amaortized cost and at falr value through OCl are subject to impairment assessment. The caleulation of expected credit losses requires the company
o apply significant judgment and make estimates and assumptions that involve significant uncertainty et the time they are made, Changes to these estimates and assumptions
can resultin sighificant changes to the timing and amount of expected cradlt lossas to be recognized.

Other current financial assets
In 2022, Other current financial assets increased from EUR 2 millien to EUR 11 million {2021; increased from EUR nil millien to EUR 2 million).

Other nen-current financial assets
The compahy’s investments in Other non-current financizl assets mainly consist of investments in commen shares of companies in various industries and investments in
fnited life funds, The changes during 2022 and 2021 were as follows:

Philips Group
Other non-current financial assets in millions of EUR
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As of December 31, 2022, equity investments of EUR 259 million {2021: EUR 273 milllen) are accounted under the FYTOCI category based on the commpany's election at initial
recognition mainly because such investments are neither held for trading purposes nor primarily for their Increase in value and the elected presentation is considered to reflect
the nature and purpose of the investment.

Other assets

Aceounting pekicies

The company recognizes contract assets for revenue earned from installation services because the recelpt of consideration is conditional on successful completion of the
installation. Upen completion of the installation and acceptance by the customer, the amount recognized as contract assets is reclassified to trade receivahles.

Other assets are measured at amortized cost minus any impairment losses.

Other non-current assets
Other non-current assets as of December 31, 2022 were EUR 98 million (2021: EUR 125 million}. These are mainly related to prepaid expenses.

Gther current assets

Other current assets as of Decembar 31, 2022 of EUR 490 million {2021: EUR 493 milllon) included contract assets of EUR 292 million {2021; EUR 290 million}, accrued income
of EUR 24 million (2021: EUR 31 milllion) and prepaid expenses of EUR 174 million {2021: EUR 172 millien) mainly related to Diagnosis & Treatment businesses and Connectad
Care businesses.

Inventoties

Accounting policies

Inventories are stated at the lower of cost or net realizable value. The cost of inventories comprises all costs of purchase, costs of canversion and ather costs
incurred in bringing the inventories to their present location and condition. The casts of conversion of inventories include direct labor and fixed and variable
production overheads, considering the stage of completion and the normal capacity of produciion facilities. Costs of idle facility and abnormal waste are
expensed. The cost of inventories is determined using the first-in, first-out (FIFO) method.

Accounting estimates and judgments

Inventory is reduced for the estimated losses due to oizsolescence. This reduction is determined for groups of products based on sales in the recent past
andfor expected future demand.

Invtentories are summarized as follows:



Philips Group
Inventarles in milllans of EUR

Raw materlals and supplies

Finished g&nds
Inventorles

The write-town of Inventorles to net realizable value was EUR 215 million in 2022 (2021: EUR 177 million), The write-down is included in cost of sales.

In 2022, the limited availability and defays in the supply of certain components and products internationally, resulted in an increase In inventories compared to December 31,
2021, as work in process inventories could not be translated ta finished goods available for sale due to the scarcity of certain components. While there was an increase In
inventories, this has not resulted in a significant write-down of inventorles, as the expectation is that such components will become available in the near future.

Receivablas
Accounting policies

Receivables are held by the company to collect the related cash flows. These receivables are measured at fair vaiue and subsequently measured at amortized cost minus any
impalrment losses,

Receivables are derecognized when the company has transferred substantially all risks and rewards, which includes transactions in which the company enters into factoring
transactions, or if the company does not retain control over the receivables.

Accounting estimates

Recelvables are subject to impairment assessment, which involves estimating expected cred|t losses, Refer to Other financial assets for accounting policies on impairment of
financial assets.

Non-current receivables

Non-current receivables are associated mainly with custorner financing In the Diagnosis & Treatment businesses amounting to EUR 70 million (2021: EUR 44 mlllion), for Signify
indemnification amounting to EUR 26 miltion {2021: EUR 46 million}, an income tax raceivable amounting to EUR 126 milfion {(which includes an interest receivable of EUR 10
million) for which Philips expects to get a refund {2021: EUR 78 million} and insurance receivables in Other in the US amounting te EUR 30 million (2022: EUR 37 million).

Current receivables

Current receivables of EUR 4,115 million {2021.: EUR 3,787 million} as of December 21, 2022 included frade accounts receivable [net of allowance} of EUR 3,832 million {2021:
EUR 3,552 million), accounts receivahble other of EUR 228 million {2021 EUR 188 million) and accounts raceivable from investiments in associates of EUR 55 million {2021: EUR
40 miliion).

The trade accounts receivahble, net, per segment are as follows;

Phifips Group
Trade accounts recelvable, net In milllons of EUR
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The aging analysis of trade aceounts receivable, net, representing current and overdue but not fully impaired receivables, is as follows:

Phiflps Group
Aging analysls ln millions of EUR
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Trade accounts receivable, net

The changes in the allowance for doubtfu! accounts receivable are as follows:

Philips Group
Afiowance for acceunts recaivable in milions of EUR

Balance as of January 1
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Hrite-offs fer which an allowance was previously provided.

The allowance for doubitful accounts recaivable has been primatily established for receivables that are past due.

Included in the above balances as of December 21, 2022 are allowances for individually impaired receivables of EUR 222 rillion (2021; EUR 188 million} .

Equity

Accounting policies

Common shares are classified as equity. Incremental costs directly attributable to the issuance of shares are recognized as a deduction from equity. Where the

company repurchasas the company’s ecuity share capital {treasury shares}, the consideration paid, including any directly atiributable incremental transaction costs [net of

income taxes), is deducted from shareholders” equity until such treasury shares are cancelled or rajssuad,

Where such treasury shares are subsequently reissuzd, any consideration racaived, net of any directly attributable incremental transaction costs and the refated income tax



effects, is included in shareholdars’ equity,
Call options on own shares are treated as equity instruments,

Dividends are recognized as a ltability in the periaod in which they are daclared and approved by shareholders. The income tax conseguences of dividends are recognized whan
a llability to pay the dividend is recognized.

Caommaon shares
As of December 31, 2022, authorized common shares consist of 2 billion shares {December 31, 2021: 2 billion; December 31, 2020: 2 billion) and the Issued and fully paid
share eapltal consists of 889,315,082 common shares, each share having a par value of EUR 0.20 (December 31, 2021: 833,898,96%; December 31, 2020: 911,053,001},

Preference shares

Asa means io protect the company against (an attempt at) an unsclicited takeover or other attempt to exert (de facto) control of the company, the ‘Stichting Preferente
Aandelen Philips' has been granted the right to acquire preference shares in the company. As of December 31, 2022, no such right has been exercised and no preference
shares have been issued, Authorized preference shares consist of 2 billion shares as of December 21, 2022 {Decamber 31, 2621: 2 bitiion; December 31, 2020: 2 billion).

Options, restricted and performance shares
Under its share-based compensation plans, the comgany granted stock options on its tommon shares up te 2013 and other conditional rights to receive comimon shares In the
future such as restricted shares and performance shares {refer to Share-based compensation),

Traasury shares

In connection with the cornpany’s share repurchase programs, shares which have been repurchased and are held in Treasury for the purpose of {i) delivary under share-based
compensation plans upon exerclse of optlans, or vesting of restricted or performance shares, and (ji} capital reduction, are accounted for as a reduction of shareholders’
equity. Treasury shares are recorded at cost, representing the market price an the acquisition date. When treasury shares are delivered by the company under its share-based
compensatian plans, such shares are removed from treasury shares on a first-in, first-ut (FIFO) basis,

When ireasury shares are delivered by the company upon exercise of options (granted to employees up to 2013}, the difference between the cost and the cash received is
recorded in retalned earnings. When treasury shares are delivered by the company upon vesting of restricted shares or performance shares (granted under the company's
share-based compensation plans), the difference between the market price of the shares end the cost Is recorded In retained earnings, and the market price is recorded in
capital in excess of par value.

The following table shows the movements in the outstanding numbear of shares over the last three years:

Phillps Group
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The following table reflects transactlons that tock place in relation to former and current share-based compensation plans:
Philips Group
‘Fransactions related to share-based compensation plans
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The following transactians took place for capita| reduction purposes:
Phlilps Group
Teansactions related te copital reduction
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Share purchase transactions related to employee option and share plans, as well as transactions related to the reduction of share capital, involved a cash outflow of EUR 187
million. A cash inflow of EUR 12 million from treasury shares mainly relates to the exercise of employee stock opiions (granted until 2013}

Share repurchase methaods for share-based remuneration plans and capital reduction purposes

Philips uses different methods to repurchase shares in its own capital: (i) share buyback repurchases in the open market via an intermediary; (i} repurchase of shares via
forward contracts for future delivery of shares; and {iii) the unwinding of call options on own shares, During 2022, Philips used methods {i) to repurchase shares for capital
recluction purposes and methads (i) and {iii} to repurchase shares for share-based compensation plans.

Forward contracts to repurchase shares

For share-based compensation plans

On June 13, 2022, Royal Philips anhounced that 1t will repurchase up to 3.2 million shares to cover certaln of its obligations arising from its long-term incentive and employee
stock purchases plans, Under this program, Philips entered into one forward contract for an amount of EUR 63 million to acquire 3,2 million shares with settlement dates in
Novemnber 2024 and December 2024 and 2 weighted average forward price of EUR 19.75.

On May 19, 2021, Royal Philips announced that it will regurchase up to 2 million shares to cover certain of its obligations arising from iis long-term incentive and employee
stock purchase plans, Underthis program, Philips entered into one forward contract for an amount of £UR 90 million to acquire 2 million shares with seftlement dates in
October 2023 and Novernber 2023 and a weighted average forward price of EUR 44.85.



Gn January 29, 2020, Philips announced that it will repurchase up tc 6 million shares to cover certain of its obligations arising from its long-term incentive and employes steck
purchase plans. Under this program, Philips entered into three forward contracts to acguira in total S million for an amount of FUR 174 million to acquire with settlement dates
varying between October 2021 and November 2022 and a weighted average forward price of EUR 34.85. On October 26, 2022, the original settlement date of two tranches
entered inte under this program {in total 1.75 million shares} has been extended from Movember 23, 2022 to Novamber 2023, and November 2024, respectively. As of
Decernber 31, 2022, a total of 3.3 million shares {December 31, 20241: 1.5 mllllon) under this program were acquired {settled in the fourth quarter of 2021 and 2022,
respectively). This resulted in a EUR 57 million (December 31, 2021: EUR 61 million) increase in retained earnings against freasury shares.

As of Decembar 31, 2022, the remaining forward contracts to cover obligations vnder share-based remuneration plans related to 7.0 million shares (Decernber 31, 2021: 5.5
million} and amounted to EUR 211 mllllon {(Decernber 31, 2021: EUR 203 million).

Far capital reduction

On July 26, 2021, Philips announced a share buyback program for share cancellation purposes for an amount of up to EUR 1.5 billion, Consequently, in the third quarter of
2021 Philips entered Into three forward contracts for an amount of EUR 731 million to acguire 20 million shares with settlement dates in 2022, 2023 and 2024 and a weighted
average forward price of EUR 37,36, Philips executed the remalnder of the program through open market purchases by an intermediary in the fourth quarter of 2021
{acquiring 21 million shares} and January 2022 (acquiring 0.8 million shares). This resulted in a EUR 781 million increase in retalned earnings against treasury shares, As of
Decerber 31, 2022, a total of 2.2 millian shares Under this program were acqulred {in the fourth quarter of 2022). This resulted in EUR 83 million increase in retained earnings
against treasury shares.

As of December 31, 2022, the remaining forward contracts entered into for capital reduction purposes relate to 17.4 million shares {Decamber 31, 2021: 19,6 millien) and
amounted to EUR 648 million {December 31, 2021: EUR 731 million),

Share calk options
In 2018, Philips purchased EUR-denominated and USG-denominated call options on its own shaies to hedgs options granted fo employees up to 2013,

In 2022, the company unwound 239,880 EUR-denominatad and 152,565 USD-denominated call options against the transfer of the same aumber of its own shares (392,445
shares) and an additional EUR & million cash payment to the buyer of the call options.

As of Decamber 31, 2022, the ramaining EUR-denominated call options related to 55,750 shares whil there are ne remaining USD-deneminated call options.

Shares cancellation
In June 2022, Philips completed the cancellation of 8.8 millich of its common shares (with a cost price of EUR 299 million), The cancelled shares were acquired as part of the
Philips” EUR 1.5 billioh share repurchase programs announcad on July 26, 2021,

Dividend distribution

2022

In May 2022, Philips distributed a dividend of EUR 0.85 per common share, representing a total value of EUR 741 million {including costs). Shareholders could elect for a cash
dividend or & share dividend. Approximately 45% of the shareholders elected for a share dividend, resulting in the Issuance of 14,174,568 new commen shares, The settfement
of the cash dividend involved an amotnt of EUR 411 millien {including costs).

A proposal will be submitted to the 2023 Annual General Meeting of Shareholders ta pay 2 dividend of EUR 0.85 per cammon share, in common shares only, against retained
earnings for 2022,

2021

I June 2021, Philips distributed a dividend of EUR C.85 per common share, representing a total value of EUR 773 millien (including costs). Sharehelders could elect for a cash
dividend or a share dividend. Approximately 38% of the shareholders elected for a share dividend, resulting in the issuance of 6,345,968 new comman shares, The settlerent
of the cash dividend involved an amount of EUR 482 million {including costs).

2020
In July 2020, Philips distributed = dividend of EUR 0.85 per common share, representing a total vaiue of EUR 758 millioh {including costs}). The dividend was distributed in the
form of shares only resulting in the issuance of 18,080,198 new commen shares,

Limitations in the distribution of sharehclders’ equity

As of December 31, 2022, pursuant to Dutch law, certain limitations exist relating to the distribution of shareholders” equity of EUR 3,054 million. Such limitations relate to
common shares of EUR 178 million, as well as to legal reserves required by Dutch law included under retained earnings of EUR 1,01C million and unrealized currency
translatian differences of EUR 1,866 million. The unrealized loss related to cash flow hedges of EUR 2 million and unrealized loss related to fair value through OCl financial
assets of EUR 376 million qualify as revaluation reserves and reduce the distributable amount due to the fact that these reserves are negative,

The legal reserves required by Dutch law of EUR 1,010 million included under retained earnings relates to any legal or economic restrictions on the ability of affiliated
companies ta transfer funds to the parent company in the form of dividends.

As of December 31, 2021, these limitations in distributable amounts were EUR 1,547 miilion and related ta common shares of EUR 177 million, as well as tc legal reserves
required by Dutch law included under retained earnings of EUR 654 millicn and unrealized currency translstion differences of EUR 1,117 millien, The unraalizad losses related
te fair value through OCI financhal assets of EUR 344 million and unrealized |oss related to cash flow hedges of EUR 25 million qualify as a revaluation reserve and reduce the
distributable arnount due to the fact that this reserve is negative.

Non-controlling interests
Non-contralling interests relate to minority stakes held by third parties in consolidated group companies.

Capital management
Philips manages capital based upen the IFRS measures, net cash provided by opetating activities and net cash used for investing activities a5 well as the non-IFRS measure net
debt. The definition of this non-IFRS measure and a reconciliation to the IFRS measure is included below.

Net debt is defined as the sum of leng and short-term debt minus cash and cash eguivalents. Group equity is defined as the sum of sharehclders’ equity and nen-controlling
interests, This measure is used by Philips Treasury management and investment analysts to evaluate financial strength and funding requirements. The Philips net debt position
is managed with the intention of retaining the current strong investment grade credit rating. Furthermore, Philips’ aim when managing the net debt position is dividend
stability and a pay-out ratio of 40% to 50% of Adjusted income from continuing operations attributable to shareholders [recenciliation to the most directly comparable IFRS
rmeasure, Net income, is provided at the end of this note).
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Adjusted income from continuing operations attributable to shareholders is not a recognized measure of financial performance under IFRS. The reconciliation of Adjusted
incomne from continuing operations attributable to shareholders to the most directly comparable IFRS measure, Net income for 2022 is included in the following table.

\
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AdJusted Incarne from continulng aperations attributable to shareholders U 1,594

% sharehalders in this table refers ta sharehelders of Koninklijke Philins N.A.

Debt
Accounting policies

Debt

Debt is initially measured at fair value net of directly atiributable transaction costs, Subsequently, debt Is measured at ameortized cost using the effective interest rate method.
Amortized cost s caleulated by taking into account any discount or premium on acquisition and fees or costs that are an integral part of the effective interest rate. Debt is
derecognized when the obligation under the liability is discharged, cancelled or has expired.

Lease liabilitles
Lease liabllities are measured at the present value of the lease payments due over the lease term, generally discounted using the incremental berrowing rate, Lease liabilities
are subsequently measured at amortized cost using the effecilve interest methed. Lease liabtlities are remeasured in case of medifications or reassessments of the lease.

Philips has a USD 2.5 billion Commercial Paper Program and a EUR 1 billion committed standby revolving credit facility that can be used for general group purposes, such as a
hackstop of its Commercial Paper Program. As of December 31, 2022, Philips did not have any Ieans cutstanding under either facility. These facilities do not have a material
adverse change clause, have no financial covenants and no credit-rating-related acceleration possibilities, Philips issued commercial paper of EUR 200 million in Septermber
2022 and EUR 101 millien in October 2022, that was rapaid throughout the fourth quarter of 2022, In addition, Philips secured a EUR 1 billion eredit facility in the fourth
quarter of 2022 that can be used for general corporate purposes. As of December 31, 2022, Philips had EUR 500 million cutstanding under the credit facility. The facility does
not have a material adverse change clause, has ne financial covenants and no credit-rating-related acceleration possibilities. As per March 9, 2020, Philips established a Eurc
Medium-Term Note (EMTN) program, a framewark that facilitates the issuance of notes for a total amount up to EUR 20 billien, In 2022 Philips issued three new tranches
under the program for a total of EUR 2 billion, while also redeeming its outstanding 2023 and 2024 Notes and issuing a tender offer on the outstanding 2025 and 2026 Notes.

The provisions applicable to all USD-denominated carporate bonds issued by the company in March 2008 and March 2012 [due 2038 and 2042) contain a ‘Change of Control
Triggering Event’, If the company would experience such an event with respect to a series of corporate bonds the company might be required to offer to purchase the bonds
that are still outstanding at a purchase price equal to 101% of their principal amount, plus accrued and unpaid interest, if any. Furthermare, the conditions applicable to the
EUR-denominated corporate honds issuad in 2018, 2019, 2020 and 2022 (due 2025, 2026, 2027, 2028, 2025, 2030 and 2033) contaln a similar provision ("Change of Control
Put Event’]. Upon the occurrence of such an event, the company might ke required to redeem or purchase any of such bonds at their principal armount together with interest
accrued. Philips' auistanding lohg-term debt do not contain finangial covenants,

In April 2022, Philips anncunced a series of Liakility Management transactions to optimize its debt maturity profile. The transactions included the issuance of three series of
Notes under its EMTN program for a total of EUR 2 billion with maturities in 2027, 2029 and 2033, Part of the proceeds were used to tender certain of Philips’ outstanding US
Dollar denominated konds due 2025 and 2026 and Euro-denominated bonds due 2023, 2024 and 2025, as wéll as make-whole and fully redeem the Euro-dencminated bonds
due 2023 and 2024 that were not purchased as part of the Euro tender offer. Philips issued Commercial Paper of EUR 200 millioh in September 2022 and EUR 101 millien in
October 2022. These tranches were repaid throughout the fourth quarter of 2022, In addition, in Octeber 2022 Philips entered into a EUR 1 billion credit facility that can be
used for general corparate purposes. The credit facility mattras in Octaber 2023 and has a 12-month extension option at Philips discretion. Per year-end 2022, EUR 500 million
was utilized and outstanding under the credit facility. in 2022, Philips entered into a total amount of EUR 63 million ferward contracts relating to the company's long-term
incentive and ermployee stock purchase plans, A total of EUR 57 million forward contracts relating to the long-term incentive and employee stock purchase plans as announced
in 2020 and EUR 83 mlllion of forwards related to the share buyback program announced in 2021 matured throughout 2022.

In February 2021, Philips entered into two new bifateral loans amounting to a total of EUR 500 million {EUR 25¢ million each) with a tenor of up to one year, that were repaid
tn September 2021. In 2021, Philips alse entered inte a total ameount of EUR 721 million of forward contracts relating to the EUR 1.5 billion share buyback program announced
on July 26, 2021, with maturity dates in 2022, 2023 and 2024. A total amount of EUR 745 milllion of forward contracts matured in 2021, which completed the settlement of the
EUR L.5 hillion share buyback pragram announced on January 29, 2019. In additicn, Philips enterad Into a total amount of EUR 90 million of forward centracts in 2021 relating
to the long-term incentive and employes stock purchase plans announced on May 19, 2021, with maturity dates in 2023, and a total amount of EUR 123 million of forward
contracts matured in 2021 relating to the company's long-term incentive and emplayee stock purchase plans announced on Octeher 22, 2018 and January 29, 2020,



Long-term debt
The folfowing tables present information about the long-term debt outstanding, its maturity and average interest rates in 2022 and 2021,
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Bonds
The following table presents the amount outstanding and effective rate of bonds.
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Adj ustments 11
Unsecured Bonds

1 Adjustments related to both EUR and USD bonds and concern bond discounts, premium and transaction costs.
Leases
The following table presents a recongiliation between the total of future minimum lease payments and their present value,

Philips Group
Eease liabliities in milions of EUR

2021 .
future minlmum lease payments  [nterast  preseit value of minimum lease pay Fiture
Less than ene year 280 22 257
Between one and flve years 63 L o 580
Morethanveyears T a7 31 383
Lease liabilitlas 1,333 13 1,220

Shortterm debt

Phllips Group
Short-term debt in millions of EUR

iy
Short-tarm bank borrowings ar
Current portion of Jong-term debt ' ) ’ ’ B 59
Short-term debt 506

During 2022, the weighted average interest rate on the bank borrowings was 5.7% (2021 1.2%]. This increase was mainly driven by financial market conditions across various
countries globally,

Provisians
Accounting policies

A pravision is a liakility of uncertain timing er amount. Provisions are recognized if, as a result of a past event, the company has a present legal or constructive obligation, it is
probable that an outflow of ecenomic benefits will be required to settte the obligation and the amount can he estimated reliably. Provisiens are measured at the present value
of the expenditures expected to be required to settle the obligation using a pre-tax discount rate that reflects current market assessments of the time value of money, The
ncrease in the provision due to passage of time {accretion) is recognizad as interest expense,



Restructuring-related provisions

Provisions for severance and termination benefits are recognized for those costs only when the company has a detailed formal plan for the restructuring and has raised a valid
expectation with those affected that It will carry out the restructuring by starting to implement that plan er anhouncing its maln features to these affected by it. Before a
provision is established, the company recognizes any impairment loss on the assets associated with the rastructuring.

Accounting estimates and judgments
By their nature, the recognition of pravisions require estimates and assumptions regarding the timing and the amount of ouiflow of resources. The main estimates include:

s Respironics field-action provision —the provision reguires management to make estimates and assumptiens about items such as quantities and the portion
of producks to be remediated through replacement or repair.

+ Product warranty provisions — the provisfons for assurance-type product warranty reflect the estimated costs of replacement and free-of-charge services that
will be incurred hy the company with respecit to preducts sold and include costs to execute field change orders.

+ Environmental provisions — provisicns for environmental remediation can change significantly due to the emergence of additional information regarding the
extent or nature of the contamination, the need to utilize alternative technologies, actlons by regulatory authorities as well as changes in judgments and
discount rates,

+ Legal provisions — provisions for legal claims and Investigations reflect the best estimate of the outflow of resources, supported by internal and external legal
counsel, when it is probable that such outflow of resources will be required 1o settle an obligation,

« Contingent consideration provisions — the provision for contingent consideration reflects the fair value of the expected payment to former shareholders of an
acquired company for the exchange of control if specified future events occur or conditions are met, such as the achievement of certain regufatory milestones
or the achieverment of certain commercial milestones. The provision for contingent consideration can change significantly due to changes in the estimated
achievernent of milestones and changes in discount rates. Changes In fair value of the contingent consideration liability are reflected in other business income
{expenses).
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UEpr more detalls refer to Post-employment benefits.

Respironics field action provision
On lune 14, 2021, Philips' subsidiary, Philips Respironics initiated a voluntary recall notification in the United States and field safety notice outside the United States for certain
sleep and respiratory care products refated to the polyester-based polyurethane (PE-PUR) sound abatement foam in these devices.

The repair and replacement program is under way glebally, Bacause of the prioritization of the repair and replace program, Philips is currently not taking new orders for sleep
therapy systems, while masks and other consumables continue to be sold. As of December 31, 2022, approximately 90% of the praduction requirad for the delivery of
repkicement devices to patients has been completed. The time tc complete the program is impacted by the dependency on supply of materials, including from China, and
global logistics capacity. Philips Respironics is also conducting a test and research pragram with independent laboratories.

Philips has recognized a provision based on Philips' best estimats of the costs to repair or replace devices subject to the Respiranics figld action. The pravision is related to the
cost to repair and/or replace affected devices and includes, amongst others, the costs for the remaining production, the cost of intensified communication with physicians and
patients, material casts, labor cost and logistics. The provision does not include any product llability costs or other claims, Movements during the year were as fallows:

Philips Group
Respironics Eefd-action provision in milllons of EUR

Balance as of January 1
addiions "
Utilizations

Transltion differences
Balance as of Decamber 31

Additions for the year reflect updated expectations in relation to the volume of devices eligible for remediation as well as additional costs related to the acceleration of the
program, As of December 31, 2022, Philips Respironics expects to remediate a total of around 5.6 million devices {specific CPAF, BiPAP and mechanical ventilator devices)
globally, excluding certain end-of-life devices that are expected to be retired. In 2022, following Philips Respironics’ comprehensive patient and customer communication
outreach and based on current insights, the total expacted units to be remediated have increased by approximately 0.4 million, primarily in the US. Furthermore, efforts to
accelerate the program resulted in a shift towards replacement, which Tncreased the replacement share to 60% {compared to 46% as of December 31, 2021) and as a result
further reduced repair quantities, Utilizations for the year reflect the costs incurred in executing the rapair and replace program during the year.

The completion of the field action centinues to be subject to significant uncertainties, which require management te make estimates and assumptions about items such as
quantities and the portion to be replaced or repalrad, As of Dacember 31, 2022, the impact of changas in these main assumptions and estimates, holding other assumptions
constant, on the field action provision are as follows:

Phiflps Group
Main assumptions In millions of EUR uniess otherwise stated

Increase [decrease] in pravision

Assumption Increase individual Aassemption by 10% Tecrease [ndividual assumption by 1084
Jotal quanliiy of devices remalnlng 26 ’ " ) '(26}
Replacement share 12 12)

Actual outcomes In future periods may differ from these estimates and affect the company's results of operations, financial position and cash flows.

In addition, running remediation costs of EUR 210 million {2021; FUR 94 millicn) related to the remediatian, such as testing, external advisory and regulatory response and
additicnal right-of-return and warranty provisions have been incurred.

Following the FDA's inspection of certain of Phllips Respiranics’ facilities in the U5 1n 2021 and the subsequent inspectional obseryations, the US Department of Justice, acting
on behalf of the FDA, in July 2022 started discussions with Philips regarding the terms of a consent decree 1o resolve the identified issues. At the end of December 2022, the
discussions are ongoing. Furthermoere, Philips is a defendant in a number of consumer class action lawsuits from users of the affected devices and a number of individual



personal injury and other compensation claims. To date no provisions have been recorded for the litigatlon and investigations assoclated with the Resplronics field action. For
legal matters including claims refer to Contingencies.

Product warranty provisions

The provisions for assurance-type product warranty reflect the estimated costs of replacement and free-of-charge services that will be incurred by the company with respect
to products sold, and include costs to execute field change orders. The field action provision in connection with the Philips Respironles voluntary recall notification is shown
separately above.

The company expects the provisions to be utilized malnly within the next yean

Phlllps Group
Provislons for assurante-type ptaduct warranty In millions of EUR

Balance as of fanuary 1

ot bl S
Utilizations
Transfer to llabilitles assoclated with assats hek
Translation dilfercnices and other

Balance s of December 31

Additions in 2022 include guality actions of EUR 108 million in the Connected Care segment, mainly for the following matters:

Pads Cartridges

In February 2022, Philips issued a field safety notice notifying customars of a potential issue with the Adult SMART Pads Cartridge {M3071A) and the Infant/Child SMART Pads
Cartridge (MS072A) for use specifically with the HeartStart HS1 Automated External Defibrillator (AED) devices, Philips has identified that for affected pads the HS1 AED couid
deliver less effective or ineffective therapy. Philips Is actively working on replating these pads and has commenced the replacement program In 2022,

V60 35V

In March 2022, Philips Respironics issued a voluniary recall notification/fie|d safety notice to customers of its V60, ¥60 Plus and V680 ventilators, regarding a potential issue
that could affect the main alectrical clrcuit {35V Rail”) powering the ventilator and alarm. This notification was updated in Aprif 2022 with additional customer instructions. In
June 2022, Philips issued a further update to this hotification, regarding the projected correction for this matter. To address the issue with the 35V Rail, Philips Respironics has
commenced the remediation program in 2022,

Environmental provisions
The environmental provislons include accrued costs recorded with respect to environmental remediation in various countries, In the United States, subsidiaries of the company
have been hamed as potentially responstble parties In state and federal proceedings for the clean-up of certain sites.

Provisions for enviranmental remediation can change sighificantly due to the emergence of additional infermation regarding the extent or nature of the contamination, the
need to utlllze alternative technologies, actions by regulatory authorities as weli as changes in judgments and discount rates.

Approximately EUR 73 million of the long-term provislon Is expected to be utilized after one to five years, with the remaindear after five years, For more details on the
environmental remediation refer to Contingencies.

Phillps Group
Envlronmental pravislons in millions of EUR

Balance as of lapuary 1
Additions B
Utilzations
Releases
Changes In discount rate
A:cretl;:n T
Translation differences and other

Balanca as of December 31

The additions and the releases of the provisions originate from additional insights in relation ta factors like the estimated cost of remediation, changes in regulatoery
requirements and efficiencies in completion of various site work phases.

Based on the progressive insight with respect to site remadiation experience, technological progress and risk-based clean-up strategies, the estimated remaining duration of
remediation activities for environmental liabilities for infinite envirenmental sites was revised in 2021 frotm 60 years to 30 years, The resulting release was EUR 55 milllion of
which EUR 33 million is recorded in continuing operations and EUR 22 million in discontinued operations,

Restructuring-related provisions

Philips Group
Restructusing-zalated provislons In mililens of EUR

Décambir 31,2022}

Jainldry i, 1032’ e i : 7 othier changes

In 2022, Philips initiated general productivity actions aimed at simplifying the organization to streamline the way of working and reduce eperating expenses, This includes an
immediate reduction of around 4,000 pasitions globally across the organization, subject to consultation with the relevant werkers councils and social partners, with severance
and termination-related costs expected to be approximately EUR 130 million in aggregate, of which EUR BG million was recorded in 2022.

In addition, restructuring projects were executed during the year, of which the most significant impacted Diagnosis & Treatment and Cther and mainly tack place in the US and
Netherlands. The restructuring mainly scomprised praduct portfolio ratienalization and the reorganization of global support functions. The company expects the provisions to
be utilized mainly within the next year.

2021
In 2021, the most significant restructuring projects impacted Diagnostic & Treatment and Connected Care husinesses and mainly teok place in the Netherlands and US,

The mavements in the provisions for restructuring in 2021 are presented by segment as follows:
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Legal provisions
The company and certain of its group companies and former group companies are involved as a party in lega! proceedings, Including regulatory and other governmental
praceedings.

Phillps Group
Legal provisions in milltons of EUR

Balance as qf Janwary 1

Tanskation differences and other

Balance as of Decembar 31

The majority of the movements in the above schedule are: Additions mainly refate to a provision recognized for alleged tender irregularities as disclosed in note Contingencies
and provisions recognized for CRT matters. Utilizations mainly relate to the settlemnent of investigations in the Connected Care businesses {unrelated to the Philips Respironics
voluntary recall hotification).

For details of other. legal matters, including regulatory and other governmental proceedings, refer to Contingencies.

The company expects the provisions to be utilized maknly within the next three years.

Contingent consideration provisions

Fhilips Group
Contingent consideratlon provisians i milllons of EUR

Balance as af January 1
A&iulsltlnns B
Utilizations ~
Falr value changes

Balance as of Decembar 31

Tha provision for contingent consideration reflects the fair value of the expected payment to former shareholders of an acquiree for the exchange of control i specified future
events accur or conditions are met, such as the achievement of certaln regulatory milestones or the achievernent of certain commercial milestones. The provision for
contingent consideration can change significantly due to changes in the estimated achievement of milestones and changes in discount rates. Changes in fair value of the
contingent consideration liability are reflected In other business income.

In 2021 and 2022, the fair value changes mainly related to EPD. In 2022, the decrease of EUR 62 milfion in the fair value of the contingent consideration comprised of EUR 30
million due to the revisions to EPIYs forecast due to mote severe short-term impacts of COVID-19 and the competitive environment, and EUR 31 million due to delays in
achievement of certaln milestones. In 2021, the decrease of EUR 45 million In the fair value of the contingent consideration comprised of EUR 14 million due to the revisions to
EPD’s forecast due to more severe short-term impacts of COVID-19 and the competitive environment, and EUR 31 million due te delays in achievement of certain milestones.

The company expects the pravisions to be utilized mainly within the next three years,

Other provisions

Philips Group
Other provisions in millions of EUR

Releases

Accretlon

Translation differences and other
Balance as of Decembar 31

The main elements of other provisions are:

» provisions for employee jubilee funds EUR 83 million (2021: EUR 94 millicn);

+ self-insurance provisions of EUR 57 million (2021: FUR 43 million);

+ provisions for non-income taxes/social security of EUR 46 million (2021: EUR 27 million);

« provisions for rights of return of FUR 36 million {2021: EUR 40 million);

» provisions for decommissioning costs of EUR 33 million {2021: EUR 33 million);

» provisions for enerous contracts of EUR 38 million (2021: EUR 12 million), raflecting non-cancellable commitments on supplies for which no future demand or
alternative usage has been identified, primarily caused by volatility in demand due to COVID-19.

« the remaining provisions relate to a variety of positions, for example provision for disakility of employees and provision for royalty ebligations.

« the releases in 2021 and 2022 are due to the reassessment of the positions in other provisions throughout the year,

The company expects the provisions to be utilized mainly within the next five years, except for:

= yprovisions for employee jubilee funds of which halfis expected to be utilized after five years;
« provisions for decommissioning costs of which half is expected to be utilized after five years;
+ provisions for rights of return to be utilized mainly within the next year.



@ Post-employment benefits
Accounting policies

Defined contribution plans .

A defined contribution plan is a post-employment benefit plan for which the company pays fixed contributions into a separate entity and will have no lagal or constructive
obligation to pay further amounts, Gbligations for contributions to defined contribution pension plans are recognized as an employee benefit expense in the Consolldated
statements of income in the periods during which services are rendered by employees.

Definetd Benefit pluns
A defined keneflt planis a post-employment benefit plan that is not a defined contribution plan. Defined benefit plans define an amount of pension benefit that an employee
will receive after retirement, That pension benefit typicaily depends on several factors such as years of service, age and salary.

The net pension asset or liability recognized in the Consolidated balance sheets in respect of defined benefit plans is the fair value of plan assets less the present value of the
projected defined benefit obligation at the Consolidated balance sheets date, The defined benefit obligation is cakculated annually by qualified actuaries using the projected
unit credit methed. Recognized assets are limited to the present value of any reductions in future contributions or any future refunds. The net penslon liability is presented as
a long-term provision; ne distinction Is made for the short-term porticnh.

For the company’s major plans, a full discount rate curve of high-quality corporate bonds is used to determine the defined benefit abligation, where available. The curves are
based on the Mercer Yield Curve methodelogy, which uses data of corporate bonds rated AA or eguivalent. For the other plans the Mercer Yield Curve/Mercer Methodology
has also been used taking into account the cash flows as much as possible in case there is a deep market in corporate bonds. For plans in countries without a deep corporate
bend market, the discount rate is based on government bonds and the plan's maturity.

Pension costs in respect of deflned benefit plans primarily regresent the Increase of the actuarial present value of the ehligation for post-employment benefits based on
emplayee service during the year and the Interest on the net recognized asset or llabllity in respect of employee service in previous years.

Remeasurements of the net defined benefit asset or liabillty comprise actuarlal gains and losses, the return on plan assets {excluding interest) and the effect of the asset
ceiling (excluding interest). The company recegnizes all remaasurements in Other comprehensive income,

Past service costs arising from the introduction of a change to the benefit payable undear a plan or a significant reduction of the number of employees covered by a plan
(curtailment) are recognized in full in the Conselidated statements of income.

short-term employee henefit obligations are measured on an undiscounted basis and are expensed as the related service Is provided, The company recognizes a liability and
ah expense for bonuses and incentives based on a formula that takes into consideration the profit attributable to the company’s sharehelders after certain adjustments.

The company’s net obligation in respect of other long-term employee benefits is the amount of future benefit that employees have earmed in return for their service in the
current and prior periods, such as jubilee entitlements. That benefit s discounted to determine its present value. Remeasurements are recognized in the Consolidated
statements of incoma in the period In which they arise,

Further information on other employee benefits can be found in Provisions in the Other provisions section,

Accaunting estimates and Judgments

To make the actuarial calculations for the valustion of defined benefit obligations, assumptions are heeded for interest rates, healthcasre ¢ost incresses, future pension
increases, life expectancy and employee turnover rates, The actuarial calculations are made by external actuaries based on inputs from observable market data, such as
carporate bond returns and yield curves to determine the discount rates to apply, mortality tables to determine life expectancy and inflation rates to determine future salary

and pension growth assumptions,
employee post-employment benefit plans have been established in many countries in accordance with the legal requirements, customs and the local practice in the countrizs

involved. The larger part of post-employment benefits are company pension plans, of which some are funded and some are unfunded. All funded post-employment benefit
plans are considered to be related parties.

Mast employees that take part in a company pensien plan are covered by defined contribution (DE) pension plans. The rain OC plans are in the Netherlands and the United
States. The company also sponsors a number of defined benefit (PB) pension plans. The henefits provided by these plans are based on employees’ years of service and
compensation levels,

The comprany alse sponsars a limited number of DB retiree medical plans. The benefits provided by these plans typically cover a part of the healthcare costs after retirement.
MNone of thesa plans are individually sigrificant to the company and are therefore not further separately disclosed.

The larger funded DB and OC plans are governed by independent Trustees who have a legal obligation to protect the interests of all plan members and operate under the local
regulatory framework.

The DB plans in Germany and the United States make up mast of the defined benefit abligation {DBO) and the net position. The company alse has BB plansin the rest of the
world; however these are individually not significant to the company and do not have a significantly different risk profile that would warrant separate disclosure.

The adjacent table provides a break-down of the present value of the funded and unfunded DBO, the fair value of plan assets and the net position in Germany, the United
States and in Other Countries. The table also provides the vatue of reimbursement rights.
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The classification of the net position is as follows:



Phillps Group
Classificatlon net position in rrilllons of EUR
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Germany

The company has several DB plans in Germany which for the largest part are unfunded, meaning that after retirement the company is respensible for the benefit payments to
refirges,

Due to the relatively high level of social security in Germany, the company’s pension plans mainly previde benefits for the higher earners. The plans are open for future
pension accrual. Indexation is mandatory dug to legal requirements. Some of the Garman plans have a DC design, but are accounted for as DB plans due to a legal minimum
return requirement.

Company pension commitments in Germany are partly protected against emgloyer bankruptey via the “Pensions-Sicherungs-Verein” which charges a fee to all German
companies providing pension promises.

Philips is one of the sponsers of Philips Pensionskasse VaG in Germany, which Is a multi-employer plan. The plan is classified and accounted for as a DC plan.

The United States
The US DB penslon plans are closed plans without future pension acerual. For the funding of any deficit in the US plan the Group adheres to the minimum funding
requiraments of the US Pension Protection Act,

The assets of the US funded pension plans are in Trusts gaverned by fiduciaries. The non-qualified pension plans that cover accrual abave the maximum salary of the funded
gualified plan are unfundad.

The company’s qualified pension commitments in the Unitad States are coverad via the Pension Benefit Guaranty Corporation which charges a fee to US companies providing
DB pension plans. The fee s also dependent on the amount of unfunded vested Tiabilities.

Risks related to B plans
DB plans expose the cormpany to various demographic and economic risks such as longevity risk, nvestment risks, currency and interest rate risk and in some cases infiation
rlsk. The latter plays a role in the assumed wage increase but maore impartantly in some countries where indexation of pensions is mandatory.

The company has an active de-risking strategy in which it eonstantly looks far opportunities to reduce the risks associated with its DB plans. Lizbility-driven investrment
strategies, lump sum cash-out options, buy-ins, buy-outs and a change to DC are examples of the strategy.

Investment policy in the largest pension plans

Pension fund trustees are responsible for and have full discretion over the investment strategy of the plan assets. The plan assets of the Philips pension plans are invested in
well diversified portfolios. The Interest rate senstivity of the fixed income portfalio is closely aligned to that of the plan's pension liakilities for maest of the plans. Any
contributions from the sponsoring company are used to further increase the fixed income part of the assets, As part of tha investment strategy, any improvement in the
funded ratio over time is used to further decrease the interest rata mismatch between the plan assets and the pension liabilities.

Summary of pre-tax costs for post-employment benefits and reconciliations
The adjacent table contains the total of current and past service casts, administration costs and settlement results asincluded in Income from operations and the interest cost
as included in Financial expenses.
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Surmmary of the reconciliations for the DBO and plan assets
The adjacent tables contain the reconciliations far the DBO and plan assets.

Philips Group
Defined banefit obligations in miflions of EUR

Balance as of January 1
Service cost

- financial assumptions

- éxpel;{;a nce adju; stment
{Hegaitve) past service cost

Settlements
Banefits paid from plan

Benefits pald directiy Wemplé;ér
Translation differences and othor

Balance as of December 31




Phlllps Growp
Plan assets in mitllons of EUR

Balance as of Janwary 1
Interest Income en plan assets
Admin expenses pald

Return on plan assets excliding Interest income

Ifmﬁlwne contributiens

Employer contributions

p s s
éeneﬁls pald from plan
ranslation differcaces and ather

Balance as of December 31

The past service cost in 2022 mainly relates to the retiree medical plans in Brazil. The settlement amounts of 2021 mainly relate to the transfer of the provident fund plan nto
the government provident fund in india.

Plan assets allocation
The asset allocation in the company’s DB plans as of December 31 was as follows:

Philips Group
Plan nssets allocatio

millions of FUR

Assets not quoted In active markets

- Debt securities

vl
1,380 :

ZOther

Total assets

The plan assets in 2022 contain 32% (20211 29%) unquoted plan assets. Plan assets in 2022 do not include property accupied by or financial instruments Issued by the
company.

Assumptions
The mortality tables used for the company's largest DB plans are:

Germany: Heubeck-Richitafeln 2018 Generational, assurning 92% of mortality rates for male ratireas between age 60 and 85
US: PRI-201Z Generational with MP2021 improvement scale + white collar adjustment

The weighted averages of the assumptions used to calculate the DBO as of December 31 were as follows:

Philips Group
Assumptions wsed for defined benefit obligations In Germatiy, the United States and the rest of the world In %

CGermany United States ’ “Offier Countries T 7 7T gl

0L - 071 Jort s
Discount rate 26% 2.1% 18%
infiation rate 3 Trow
2.9% 6%

Salary Increase

Sensitivity analysis

The fallowing table illustrates the approximate impact on the DBO from movements in key assumptions. The DBO was recalculated using a change in the assumptions of

1% which overall is considerad a reasonably possible change. The impact on the DBO because of changes in discount rate is normally accompanied by offsetting movements In
plan assets, especially when using matching strategles.

The average duration of the DBO of the DB plans is 8 years {Garmany: 9, United States: 8, and Other countries: 8) as of December 31, 2022 (2021: 11 years).

Phlllps Graup
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Pension increase {1% movement)
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y !

B

s
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YThe mortality table [|.e. longevity] also Irnpacts the DBO. The above sensitivity tble jllustrates the impact on the DBO of a further 10% decrease In the assumed rates of martality for the company's major plans. A 10% decrease In
assumed mortality rates equals improvement of life expectancy by 0.5 - 1 year:

Cash flows and costs in 2023
Cash outflows in relation to post-employment banefits are estimated to amount te EUR 464 million in 2023, consisting of:

» EUR 19 million employer contributions to funded DB plans {Germany: EUR 7 million, United States: EUR 0 million, Other Countries: EUR 12 million};
» EUR 43 million cash outflows in relation to unfunded BB plans (Germany: EUR 20 millien, United States: EUR 11 million, Other Countries: EUR 12 million]; and
= EUR 402 million employer contributions to BC plans {Netherlands: EUR 186 million, United States: EUR 153 million, Other Countries: EUR 63 million).

The service and administration cost for 2023 is expacted to amount to EUR 29 million for DB plans. The net interest cost for 2023 for the DB plans is expected to amount to
EUR 21 million, The cost for DC pensien plans in 2023 is equal to the expected DC cash flow.



@ Accrued liabil

Accounting policies

Accrued Habillties are initially measured at falr valug and subsequently at amortized cost and are derecognized when the obligation under the liability is
discharged, cancelled or has expired,
Accrued liabilities are summarized as follows:

Phillps Group
Accruad liabllities In sifions of EUR

Personnel-refated costs:
“Sularios and wages
ZAcerued holiday entitlements

Other porsonnel-related costs

Fh etrelated costs:
;'Gas, wa'lér,.electrlcltv, rent and other
Communication costs )
Distrbution costs

'—Ad\}er'(i'slng and rﬁarkeling—related costs
- Other sales-related costs

Other accruad liabilities.

Accrued labilities

& Other liabilities
Accounting policies

Gther liabilities are initially measired at fair valuz and subsaquently st amortized cost and are derecognized when the obligation under the liability is discharged, cancelled or
has expired,

The company recognizes contract liabilities if a payment is received or a payment is due (whichaver is earlier) from a customer before the company transfers the related goods
or services. Contract liabilities are recognized as revenue when the company performs under the contract {i.e,, transfers control of the related goods or services to the
customer),

Other non-current diabilities
Non-current liabtlittes were EUR 60 million as of December 31, 2022 (December 31, 2021: EUR 56 million},

Nor-current liabilities are associated mainty with indemnification and nen-current accruals.

Other current liabilities
Other current liabilities are summarized as follows:

Philips Group.

Otier current liahitities in millions of EUR

e A . e e - o iy
Accrued customer rebates 280
Other taxes inehisling soclal sectrity pramiums N B T . i 100
Diher it v RO [ . . e e R
Othes current llabllities 587

Contract liabilities
Non-current contract labilities were EUR 515 millian as of December 31, 2022 {December 31, 2021t EUR 446 millien} and current contract liabilities were EUR 1,696 million as
of December 31, 2022 (December 31, 2021: EUR 1,451 million).

The current contract liabilities increased by EUR 205 million, which is mainfy driven by an increase in deferrad halanees for customer service contracts.

The current contract liabilities as of December 31, 2021 resulted in revenue recognized of EUR 1,491 million in 2022,

@ Cash flow statement supplementary information
Accounting policies

Cash and cash equivalents
Cash and cash equivalents include all cash balances, certain money market funds and shori-term highly liquid investments with an original maturity of three months or less
that are readily corwvartible inte known amounts of cash. Bank overdrafts are included in horrowings in current liabilities.

Cash flow statements

The cash flow statement is arepared using tha indirect method. Cash flows related to interest and tax are included in oparating activities. Assets and liabilities acquired as part
of a business combination are included in investing activities {net of cash acguired). Dividends pald to shareholders are included in financing activities. Dividends received are
included in operating activities.

Cash flows arising from transactions in a foreign currency are transtated into the company’s functional currency using the exchange rate at the date of the cash flow. Cash flows
from derivative instruments that are accounted for as cash flow hadges are classified in the same category as the cash flows from the hedged iterns, Cash flows from other
derivative instruments are classified as investing cash flows.

Cash paid far leases
In 2023, gross lease payments of EUR 316 millian {2021; £UR 208 million; 2020: EUR 325 millicn} included interest of EUR 25 million (2021: EUR 25 million; 2020; EUR 29

millien).

Net cash used for derivatives and current financial assets
In 2022, a total of EUR 72 million cash was paid with raspect to foreign exchange derivative contracts related to activities for liquidity managemnent {2021 EUR 48 millian
inflow; 20200 EUR 13 million outflow).



Purchase and proseeds from non-current fingnsial assets
[n 2022, the net cash outfiaw is EUR 38 million,

In 2021, the net cash flow is EUR 0 million.
In 2020, the net cash outflow of EUR 66 million was mainly the cash cutflow due te investment in DC Health amounting to EUR 45 miflion in China.
fecanciliatlan of liabillties arising from financing actlvities

Certain items in the statements of cash flows do not correspond to the differences between the balance sheet amounts far the respective items, principally because of the
effects of translation differences and consolidation changes,

Philips Group
Reconclliation of Mabilitles arlsing fram financing activitizs In millions ol EUR
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1y this table, current portien of long-term debt 15 Included Inlong-term debt (and excluded from short-term debt).
1 The forward contracts are related to the share buyback prograrm and LTI plans

Contingencies
Accountlng policies

Cantingent llabittites

A contingent liahility is a liability of uncertain timing and amount. Contingencies are nat recognized in the balance sheet because they are dependent on the acourrence or
non-occurrence of one or more uncertain future events not whelly within the control of the company or because the risk of loss is estimated to be possible but not probable or
because the amount cannot be measured rellably, Pursuant to IAS 37, Provisions, Contingent Liabilitles and Contingent Assets, certain infermation is not disclosed for legal
proceedings for which the company eoncludes that disclosure can be expectad to seriously prejudice the ouicome of the matter.

Financlal guaraniges

Philips’ poliey is to provide guarantees and other letters of support enly in writing. Philips does not stand by cther forms of support. The company recognizes a liability at the
fair value of the obligation at the inception of a financial guarantee contract. The guarantee is subsequently measured at the higher of the best astimate of the obligation or
the ameunt initially recognized less, when appropriate, cumulative amortization.

Accounting estimates and judgments

Significant judgment is required to determine the likelihood of @ potential outflow of resources. In addition, judgment is involved in determining whether the
amount of an obligation can be imeasurad with sufficient reliability. Contingencies involve inherent uncertainties including, but not limited to, court rulings,
negotiations between affected parties, governmental actions, tax and environmentzl remediation.

Contingent assets

As of Decembar 31, 2022, the company had no material contingent assets.

Guarantees
The total fair value of guarantees recognized on the balance sheet amounts to EUR nil million for both 2022 and 2021, Rermaining off-balanee-sheet business related
guarantees on behalf of third partles and associates to EUR 2 million in 2022 {Dacember 31, 2021: EUR 2 million).

Erwlrenmental remed|ation
The company and its subsidiaries are subject to environmental laws and regulations, Under these laws, the company andfor its subsidiaries may be reguired to remediate the
effects of certain manufacturing activities on the environment.



Legal proceedings

The company and certain of its group companies and former group companies are invelved as a party in legal proceedings, regulatory and other governmental proceedings,
including discussions an potential remedial actions, relating to such matters as competition issues, commercial transactiens, product llability, participations, and environmental
pollution.

while it 15 not feasible to predict or determine the outceme of all pending or threatened legal proceedings, regulatory and governmental proceedings, the company is of the
opinion that the cases described below may have, or have had in the recent past, a significant impact on the company’s consolidated finansial positien, results of eperations
and cash flows.

Public Investigations

The company is engaged in discussions with, and has provided information te, the US Securitias and Exchange Commission {SEC) and US Department of Justice {Do)} regarding
alleged tender irregularities in the medlcal device industry in certain jurisdictions. These interactions are primarily focused on a number of compliance findings that the
company is addressing in Brazil, China and Bulgaria. In connection with these discusslons and their status, the company recorded a provision in the amount of EUR 60 miillion.

Given the significant uncertainty regarding the nature of the relevant events and obligations, Philips is not currently able to reliably estimate the full financial effect of a range
of possible cutcomes in connection with the abovermantionad discussions with the SEC and Do) beyond the recorded provision. The outcomes of these matters could have a
material impact on the company’s consolidated financial position, results of operations and cash flows.

Respironics field action
Cn June 14, 2021, Philips” subsidiary Philips RS North America LLC (Philips Respironics) issued a voluntary recall notification in the United States and field safeiy notice outside
the United States for specific Philips Respironics CPAP, Si-Level PAR, and mechanical ventilator devices (the “Recalled Devices”).

Consent decree

On August 26, 2021, the US Food and Drug Administration {FDA) commenced an inspection of the Philips Respironics manufacturing facility in Murrysville, Pennsylvania and
provided Philips Respironics with its preliminary inspectional chservations on November 8, 2021, Philips Respironics responded to the FDA's inspectional observations in
December 2021, which described the actions already taken by the company, as well as additional planned actlons. Philips Respironics is also providing periedic updates to the
FDA on its progress for the planned actions. In July 2022, Philips started discussions with the Dol acting on behalf of the FDA on a consent decree that would address
compliance requirements for future sales, the resolution of the inspectional findings and the completion of the recall. At the end of December 2022, the discussions are
ongeing.

Dot investigation

Qn April 8, 2022, Philips Respironies and certain of Philips’ subsidiaries in the US received & subpoena from the US DoJ to provide information related to events leading to the
Respironics recall. The relevant subsidiaries are cooperating with the investigation. The criminal and clvil investigation is being conducted by the US DoJ's Consumer Protection
Branch and Civil Fraud Section, and the US Attoriey's Office for the Eastern District of Pennsylvania, Glven the early stages of the investigation, the company |s not able to
refiably estimate the financial impact, if any.

Product tiohility claims
Following the voluntary recall notification, a number of civil complaints have been filed in several Jurisdictlons against Philips Respirenics and certain of its affiliates {including
tha company} generally alleging economic loss, personal injury and/or the potential for personal injury allegedly caused by devices subject to the recall.

In the Unlted States, consumer and commercial class action lawsuits have been filed alleging economic loss and medical monitering claims. Individual personal injury lawsuits
have alse been filed, On October 8, 2021, a Multi-District Litigation {MDL) in the US District Court for the Western District of Pennsylvania was formed, and most of these class
action and personal infury lawsuits have been consclidated in the MODL for pre-trial proceedings. As of December 31, 2022, plaintiffs have filed a consolidated econemic loss
class action complaint on behalf of device users, hospitals, and insurers and cther third-party payers, 3 conselidated medical monitoring class action complaint on behalf of
device Users, and over 300 individual personal injury complaints, The company anticipates that the number of individual personal injury complaints will increase in 2023.

In September 2¢22, the MDL court established a voluntary, court-approved census registry, and associated tolling, for potential claimants whe have not filed claims, but may
file claims f the future, relating to the Recalled Devices. The census registry reglaces the private tolling agreement that had been in effect before the establishment of the
census registry. At the time of termination, approximately 60,000 Individuals had entered into the private tolling agreement. In the event these individuals wish to pursua or
preserve their claims, they will need to file a lawsuit or ragister on the census registry. By December 31, 2022, approximately 13,500 individuals had joined the census registry.
The company anticipates that the number of individuals on the census registry will increase in 2023,

In Australia, a consumer class action lawsuit alleging personal injury was filed against the company’s subsidiary Philips Electronics Australia Ltd on October 4, 2021. In the
course of 2022, the plaintiff in the case has sought leava of the court to discontinue the efass action citing that there is insufficient evidence to warrant the continuation of the
class action and that since the issue of proceedings, Philips Resplronics has been repairing, reglacing, or refunding the devices which are the subject of the reesll, meaning that
any campensation relating to financial loss would be relatively confined, it s expacted that the case will be discontinuedin the first half of 2023.

Philips Respironics and certain of its affiliates {including the company} are also defendants in consumer class actioh lawsuits in Canada and Israel and collective actions in Chile,
France and the Nethetlands alleging economic loss and/or persanal injury.

While the company believes it is probable that these lawsuits will in the aggregate lead to an outflow of ecehomic resources for Philips Respironics or other Philips entities,
glven the significant uncertainty regarding the nature of the relevant evants and potential obligations, the cornpany is not currently able to reliably estimate the amount of the
obligation associated with these various lawsuits. The final outcome of the lawsuits and the cost to resolve them cannot currently be determined due to a number of variables,
Including uncertainty regarding the ultimate number of claimants and their allegations, Moreover, Phillps Respironics has not yet completed its test and research program for
all of the categories of the Recalled Devices.

For the United States specifically, the relative early stage of the census registry, and lack of clarity around the nature of the specific injury each claimantis claiming, contribute
to the uncertainty. In addition, the MDL court has not yet decided several significant motions, including metians to dismiss all of the complaints, and plaintiffs have not yet
filed their motions for class certification in the economic loss and medical menitoring actions. Furthet, discavery is still in its early stages, and expert discovery has not yet
begun. Moreover, Philips Respironics hias not vet completed its test and research program for all of the categories of the Recalled Devices. An adverse outcome with respect to
any or all of these lawsuits and/or any future claims could have a material impact on the company’s consolidated financial position, results of operations and cash flows.

Securlites claims

On August 16, 2021, a sacurities class action complaint was filed against the company, its former CEO and its CFO in the United States District Court fot the Eastern District of
New York alleging violations of the Securities Exchange Act of 1934 causing demage to Investors. On January 3, 2022, the lead plaintiff in the case filed its amended complaint
seeking to represent individuals that purchased Philips shares betwaen February 23, 2016, through November 12, 2021. Following the filing and briefing of the company’s
motion to dismiss in the first half of 2022, plaintiff filed a second amended complaint on Navember 30, 2022, in which the alleged damage period was expanded to include
certain share price declines that were allegedly based on disclostires made in 2022. The second amended complaint how focuses on share price declines that allegedly
oceurred as a result of various disclosures starting on April 28, 2021 through October 2022, The company’s motion to dismiss the second amended complaint is due in the first
quartar of 2023,

On Septermber 11, 2022, the company recaived a letter from shareholders representative organization European Investors-VER ["VEB"). The VEB holds Philips and its (former)
managing and supervisory directors liable for —inter alla —allegedly failing to timely disclose price-sensitive information to shareholders regarding indications of potential
(severe) health risks from the use of Recalled Davices, failing to exercise proper oversight over Philips Respironics and implement and ensure a proper information and risk
ranagement structure; provlding incorrect or incompiete information in the company’s financial disclosures.



It Is the company’s assesstent that it is possible but not probable that these cases could lead to a certain outflow of economic resources. The company is not able to reliably
estimate the finandal impact, If any. An adverse outcome of these cases could have a material impact on the company’s consolidated financial position, results of operations
and cash flows.

Other claims

On October 12, 2021, SoClean, a company offering vzone-based cleaning products for sleep devices, filed a lawsuit against the company and certain of its affiliates alleging that
the defendants’ staternents about the potential aciverse effact ozone clzaning may have on the recalled devices has significantly damaged its business. Philips believes that the
claim is without merit and will vigorously defend itself. Motions to dismiss the case were filed in November and December 2022.

In addition, some of Philips Respiranics’ businass partners such as distributors and durable medical equipment providers have filed or threatened to file claims alleging
economic losses suffered as a consequence of the voluntary recall. In particutar, Philips Respironics is engaging with certain of its business parthers on the level of
compensation they allege to be entitled to under Philips Resplronles’ replacement program of the Recalled Devices,

It is the company’s assessment that it is possible but not probable that these cases could lead to a certain outflow of aconomic resources. The company is nat able to reliably
estimate the financial impact, if any. In the avent of an adverse cutcome, these matters could have a material impact on the company’s consolidated financial position, results
of operations and cash flows,

To date no provisions have been recarded for the litigation and investigations assaciated with the Respironics field action.

Miscellaneous
For details on other contractual obligations, please refer to liquidity risk in Details of treasury and other financlal risks,

Related-party transactions
In the normal course of business, Philips purchases and sells goods and services from/to various related parties in which Philips typically holds between 20% and 50% equity
wterest and has significant influence, These transactions ara generally conducted with terms comparable to transactions with third parties.

Philips Group
Related-party transactlons in militons of EUR
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In the previous table, sales transactions between Philips and PMIC are included amounting to EUR 101 millfon in 2022 {2021: EUR 106 million; 2020: EUR 191 million}, under
which PMC has leased the equipment to the ultimate customer. In addition to that, as part of its S&RC operations in the US, hilips Medical Capital LLC funded durable medical
equipment {DMEs} providers, through loans and leases. PMC-funded transactions these DMEs entered into with Philips amount to EUR 117 million in 2022 {2021; EUR 162
million; 2020: EUR 242 million}. The associated costs of these funding transactions are borne by the ultimate customer and settled directly with Philips Medical Capital LLC.

Philips Medical Capital LLC, a Pennsylvania limited liability company, is owned 60% by De Lage Landen Financial Services, Inc. (DLL) and 40% by Philips Electronics North
America Corporation (Philips).

In light of the composition of the Executive Commiitee, the company considers the membets of the Executive Committee and the Supervisory Beard to be the key
management personnel as defined in 1AS 24 Related Party Disclosures.

For remuneration details of the Executive Committee, the Board of Management and the Supervisory Board see [hformation on remunaration.

For Post-employment benefit plans see Post-employment benefits.

Share-based compensation

Accounting pollcies

Philips share-based tompensation is an equity-settled plan comprising restricted and performance shares. The restricted shares are subject ta a three-year service condition
and the performance shares Include both market and non-market-based performance conditions, in addition to a three-year vesting period. These shares are awarded to the
Executive Committee and Senior Management.

The grant date fair value of market-basad performance shares is determined through a Monte Carlo valuation model. The grant date fair value of non-market-based
performance shares and restricted shares is determined as the share price at the grant date as participants are eligible to receive dividends throughout the vesting period, The
costs of share-based compensation plans are revised for expected parformance (non-market-based performance shares) and forfeiture and are spread evenly over the service
period,

Share-based compensation is recognized over the vesting period as personnel expense In the consclidated statement of income, with a corresponding increase to equity,

Accounting estimates and judgments

The use of a valuation medel to determine market-based performance share fair value requires estimates for the expected volatility of the Fhilips share price and correlation
among input variables.

At each reporting date, Philips caleulates the expected raalizatlon the of non-market-based performance targets and revises the expected share-based compensation expense.
The curnulative effect is recorded in the consalidated staterment of income with a corresponding adjustment in equity.

No expense is recognized for swards that do not ultimately vest because non-market performance and/or service conditions have not been met.

The purpose of the share-hased compensation plans is to align the interests of management with those of sharehelders by providing incentives to improve the company’s
perfermance an a long-term kasis, thereby increasing shareholder value,

The company has the following plans:

+ performance shares: rights to receive comimaon shares in the future based on performance and service conditions;
« restricted shares: rights to receive common shares in the future based on a service condition; and
+ options on its common shares, including the 2012 and 2013 Acceleratel grant,

Since 2013 the Board of Management and other members of the Executive Committee are only granted performance shares’). Performance shares as well as restricted shares
can be granted to executives, certain selected employaes and new employees. Prior to 2013 coptions were also granted.



Under the terms of employee stock purchase plans establlshed by the company In various countries, employees are ellglble to purchase a limited number of Philips shares at
discounted prices through payroll withhaldings.

Share-hased compensation costs were EUR 104 million {2021; EUR 115 million; 2020: EUR 118 million). This includes the employee stock purchase plan of EUR @ millien, which
is not a share-based compensation that affects equity . In the Conselidated statements of changes In equity EUR 85 million Is recognlzed In 2022 and represent the costs of the
share-based compensation plans. The amount recognized as an expense s adjusted for forfaiture, USD-tdenominated performance shares, restricted shares and options are
granted to employees in the United States only.

Performance shares

The pesformance is measured over a three-year performance petled. The performance shares granted 'n 2019 have two performance conditions, relative Total Shareholders’
Return ['TSR') compared to a peer group of 20 companies including Philips (2021: 20 companies; 2020: 20 companies, 2019; 20 companies) and adjusted Earnings Per Share
growth®} ['EPS"). For performance shares granted in 2020 onwards, an additional non-financial criterion was added around sustainability. The introduction of the sustainability
criterion reflects a further alignment of the remuneration package for the Board of Management with Philips” mission, vision and aim to act as a responsible member of
society. The criterion Is based on three Sustainable Development Geals ('SDG') as defined by the UnTted Nations that are included in Philips’ strategy on sustainability {refer to
Environment, Sacial and Governance).

The performance shares vest three years after the grant date, The number of performance shares that will vest is dependent on schieving the parformance conditions
provided that the grantes is still employed with the company. For the performance shares with a grant date In 2018 the two financlal condltions, TSR and EPS, are equally
weighted, while for the performance shares with a grant date in 2020, 2021, and 2022 the TSR is weighted 50%, EPS 40% and SDG 10%.

The aimount recognized as an expense is adjusted for actual performance of adjusted EPS growth**! and the actual reallzation of the SDGs since these are non-market
performance condltions, It s not adjusted for non-vesting or extra vesting of performance shares due to a relative TSR performance that differs frem the performance
anticipated at the grant date, since this is a market-based performance condition.

The falr value of the perfarmance shares ls measured based on Monte-Carlo simulation, which takes inte account dividend payments between the grant date and the vesting
date by including reinvested dividends as well as the market conditions expected to impact relative Total Shareholders’ Return performance in relation to selected peers. The
following weighted-average assumptions were used for the 2022 grants:

« Risk-free rate: 0.43%
« Expected share price volatllity: 32%

The assumptions were used for these calculations only and do not necessarily represent an indication of Management’s expectation of future developrents for othar
purposes. The company has based its volatility assumptions on historlcal experience measured over a ten-year perlod.

A summary of the status of the company’s parformance share plans as of December 31, 2022 and changes during the year are presented in the following table:
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Bpjvidentd declared in 2022 on outstanding shares.
¥ pdjusted guantity indudes the adjustments made to Performanse shares outstanding due te updates on the actuat TSR and EPS.

As of December 31, 20232, a total of £UR 103 millien of unrecognized compensation costs relate to non-vested performance shares (as of December 31, 2021 EUR 110 million;
as of December 31, 2020 EUR 116 millionh), These costs are expected to be recognlzed over a weighted-average period of 1.83 years.

Restricted shares
The fair value of restricted shares is equal to the share price at grant date. The company issues restricted shares that, in general, have a 3 year cliff-vesting period provided that
the grantee is still employed with the company.

A summary of the status of the company’s restricted shares as of December 31, 2022 and changes during the year are presented in the following table;

Philips Group
Restricted shares

2021
shares weighted average grant-date fair value

EUR-denominated

T e e i
P e e i s e s i e
T e o T RMEEIEIRTER o+ P
i S
wd T {187,648)
Cancalled o o ) o (213)
Gutstanding as of Decerber 31 1,618,488

mltstnamllng‘asolianuafvl : . v 1,549,547
Granted ) T ) 721,465
Netional dvidindis & B 1 s 0 s
Vestedf|ssu (584,833
Fortoited s e e B
Critstandng as of December 31 1,611,021

Y pividend declared in 2022 on autstanding shares.



As of December 31, 2022, a total of EUR 72 million of unracegnized compensation costs relate to non-vested restricted shares (as of December 31, 2021 EUR 66 million; as of
Decemnber 21, 2020 EUR 62 million). These costs are expected to be recognized over a weighted-average period of 1.84 vears,

Option plans
The campany granted options that expire after ten years. These options vest after three years, provided that the grantee is still employed with the company. All outstanding
aptions have vested as of December 31, 2022,

The following tables surnmarize information about the company's options as of Decermber 31, 2022 and changes during tha year:

Philips Group
Qptions en EUR-denominated listed share

Outstanding as of January 1,2022
R e

| Enpired- T e
* Outstanding as of Dedéinker 31, 2022~

BT
BERRE TR
170

* Exércisable as of December 33; 2027 °- Y .

The exercise prices range from EUR 14.82 to EUR 22.43. The weighted average remaining contractual term for options outstanding and eptions exercisable as of December 31,
2022, was 0.1 years. The aggregate intrinsic value of the options outstanding and opticns exercisable a5 of December 21, 2022, was EUR G million,

The total intrinsic value of optiens exercised during 2022 was EUR 3 million (2021: EUR & million, 2020: EUR @ million}.

Philips Group
Optlans on UsD-denominated listed share

“aptions T
150,165 -

25 rweighted avarage excrcse price

Exercisable as of December 31; 2022,

The exercise prices range from 19.50 te 30.27. The weighted average remaining contractuzl term for options cutstanding and options exercisable as of December 31, 2022,
was 0.1 years. The aggregate intrinslc value of the options outstanding and options exercisable as of Decernber 31, 2022, was O million.

The total intrinsic value of options exerclsad during 2022 was USD2 million {2021; USD 7 million, 2020; LSO 11 million).

As of December 31, 2022 there were no uniecoghized compensation ¢osts related to outstanding options. Cash received from exercises under the company’s option plans
amounted to EUR & millian in 2022 (2021: EUR 9 million, 2020: EUR 21 million), The actual tax deductions realized as a result of USD uption exercises totaled approximately 0.6
million in 2022 (2021: EUR 1 millian, 2020: EUR 3 millien).

The outstanding options as of Dacember 31, 2022 are categorized In exercise price ranges as follows:

Philips Group
Qutstandlng options In milfons of EUR unless otherwlse stated

d average tarm

intrinisic halure in millions v
ZEUR-denominated . N R
10-48

The aggregate intrinsic value in the tables and text abova reprasants the total pre-tax intrinsic value {the difference between the company’s closing share price on the last
trading day of 2022 and the exarcise price, multiplied by the number of in-tha-maney opticns) that would have been received by the option holders if the options had been
exercised on Decernber 31, 2022,

The following table summarizas information about the company’s Acceleratel options as of December 31, 2022 and changes during the year:

Philips Group
Acreleratel aptions

EUR-denamhinated

The exercise prices of the Accelerate! options are EUR 15.24 and EUR 22.43 for EUR-denominatad eptions and is USD 20.02 for USD-denominated options. The weighted
average remalning contractual term for EUR-denaminated Acceleratel optiens outstanding and exercisable as of December 31, 2022 was 0.1 years. The weighted average
remaining contractual term for USD-Acceleratel opticns outstanding and exarcisable as of December 31, 2022 was 0 years. The aggregate intrinsic value of the EUR-
denaminated Accelerate| options outstanding and exercisable as of December 31, 2022, was EUR © million. The aggregate intrinslc value of the USD-denominated Acceleratel
options outstanding and exercisable as of December 31, 2022 was USD 0 million.



The total intrinsic value of Acceleratel options exercised during 2022 was EUR 1.1 million for EUR-deneminated options {2021 EUR ©.7 million, 2020: EUR 1.6 million) and USD
0.3 millien for USB-denominated options {2021: USE 0.7 million, 2020: USD 0.9 million}).

Cash received from exercises for EUR-deneminated and USD-dencminated Accelerate| options amounted to EUR 1.6 million in 2022 {2021: EUR 0,7 million, 2020: EUR 1.4
million}. The actual tax deductions realized as a result of Accelerate| USD options exercises totaled approximately EUR 0,1 million In 2022 (2021: EUR 0.1 million, 2020: EUR 0.1
millien}.

11 Executlve Comimitiee members can recelve restricted share rights as & slgn-on LTl awards upen hirlng.
**} The definitlon of this hon-IFRS measkte and a recontlliation to the IFRS measure Is Included in Equity

Information on remuneration

Remuneration of the Executive Committee
In 2022, the total remuneration costs relating to the members of the Executive Committee {consisting of 14 members throughout the year, including the members of the Board
of Management) amountad to FUR 25.6 milllon {2021: EUR 33.4 million; 2020; EUR 33.2 million} consisting of the eletents in the following table.

Philips Group

Remunevation casts of the Exacutiva Committee !l in EUR

i - - T i . S 035

Base salary/Brse compensation 9,299,794 9,508,588 il 28,279 °
i o Coo ' ) ’ 5,726,768 5250808 208,370

T Tiasaers T g0 1,243 581
Resiricted shara fights 3l TThesam T T  an06a 1,191,529
Penslon allowances % o 2,054,570 X 1 7L I 945,204 ;
jon scheme costs T : 137 " 206,894 - 281

Dther compensation ’ ) o 1,264,808 2,104,044
Total 33,170,501 32,358,405

: 16,163
- 25,620,305

17he Executive Committee consisted of 13 members as per December 31, 2022 (2021: 13 members; 2020: 15 memberst

Afhe apnual incentives are related to the performance In the year reparted which are paid out in the subsaquent yaar.

3 gsts of perfarmance shares anel restricted share rights are based on accounting standards [IFRS) and do not reflect the valug of performance shares at the vesting/release dale
* pension aliowances are gross tavable allowances pald to the Executive Committee mermbers In the Netherlands. These allowancas are part of the pension arrangement

Sl The stated amounts malaly concen {share of) allowances to meinbers of the Executive Committee that can ke considered as remuneration. In a sltuation where such 2 share of an allowance can be considered as (Indivect)
remuneratian (for example, private use of the company car}, then the share Is both valued and accountad for here, The methed employed by the fscal authorities is the starting pelnt for the value stated

As of December 31, 2022, the members of the Executive Commitiee (including the members of the Board of Management) held 0 stock options {2021: 184,900; 2020:
193,300},

Remuneration of the Board of Management
In 2022, the total remuneration costs relating to the members of the Board of Management amounted to EUR 8.4 million (2021: EUR 10.3 million; 2020: EUR 11.4 million), see
the following table.

Philips Group
lon costs of indivitkeal bers of the Board of Management in EUR
.... o o " haza compen. " aninual performanc:  restricted share " pension " “pension schema | other compon.
sation

total costs

sutlonfsalary Incantive 1 sharas 2t rights 2} allowances 2 costs.

50915 - o osesa03 e siam | sdsiase
360,103 1,172,533 - 233857 27,462 68,908 2,852,864
605,000 317,192 236,035 E 150,755 17,462 42,610 2,029,054

2,720,000 950,01 82, 168,742 10,138,237

- 950 L Ae8 T 16438207
FA. van Hotiten T 1,325,000 1,298,500 565,922 T Eraze "6 153,067
. Bhattacharya ; U see0 T 506,600 233,126 27,001 70,267 3,007,930
WML vanGinneken T o gy ez Tingeie 0 mem 7 agbes 7 2208180
2,690,000 2,333,000 5,142,918 - 957,849 £1,004 179,428 11,368,247

4 The annual incentives are related to the perfarmance in the year reported which are paid out in the subsequent year.

 Losts of performance shares and restricled share rights are haset on accounting standards [IFRS) and do not reftect the value of perfarmance shares at the vesting/release date

#The staterd] amounts mainly conceen (share of) all to bars of the Boartl of M. nt that can be consldered as remuneration. In a situatian where such a share of an aliowance can be considered as {indirect
remuneration {for example, private use of the company car), then the share Is both valued and accounte for here. The methed employed by the flscal auikoritles |s the starting point fer the value stated.

% s per October 15, 2022, Roy Jakobs was appointed as C£0 of the corpany. The table Includes actal costs incurred in respect of the remuneratlon received by Ir Van Houten and Mr Jakebs, respectivaly, as CEQ.

The accumufated annual pension ¢ntitlements and the pension costs of individual members of the Beard of Management are as follows:

Philips Group
Aceumulated arnual pensien entitlaments and pension-related costs In EUR unless otherwiso stated

accimulated annaal pension as of December 31,
aga gt Decamber 31, 2022 2022 1otal pension related costs
— T Pp = EERT p

{ Pemsion.costs .

When pension rights are granted to members of the Board of Management, nacessary payments {if insured) and all necessary provisions are made in accordance with the
applicable accounting principles, In 2022, no (additional) pension benefits were granted to former members of the Board of Management.

Remuneration of the Supervisory Board
The remuneration of the members of the Supervisory Board amounted ta £UR 1.5 million (2021: EUR 1.3 million; 2020: 1.3 million). Former members received ne

ramunetation,

The members of the Supervisory Board de not receive any share-based remuneration, Therafore, as of December 31, 2022 the mernbers of the Supervisory Board held ne
stack options, performance shares ar restricted shares,

The individual members of the Supervisory Board receivad, by virtue of the positions they held, the following remuneration:



Philips Group

Remuneration of the Supervisory Board in EUR

committees

other compensatioh total

- PARA; Stoffels 77
N Dhavean - - -
“DEipyet.
LAM Harrison

" membership

206,345 5
(77,269

16,345
e
LA
17,268

12,268
24,769

“H Verhagan 2
5, Podiien - 2138269
TR 192,574 4,546,600
W N
53,507 3,916
" '39,809 788
N. Dhawan 100,000 ' BT 2,268 120,269
. tiadiesh 34,520 4,333 783 40,137
Pyolt 100,000 T ag370 2289 T pamgan
PAM Stoffels 09,863 27,808 Tazes T e
A Harrson 100,00 T Yagoe T 2,269 -
M.E. Doherty o 27,000 ) agm
; SR e T e e e e T e
43301 17,808 8237 AT
100,000 14,000 i : o 2,269 116,269
o s o e o v e e " e
3,040,604 w2567 N 25,851
s e e e e R gy T S AT e
CA.Poon 115,000 ‘43,000 7,269 171,269
8 Loscher . o 66,667 2133 T . 1,513 39,513
ESi 76,667 5,333 1,513 27,513
" ioo,000 13,000 168 " tesz6e”
N 14,000 " ’ " 2,269 T 11269
v a e onn 42000 12269 154,268
PAM. Stoffels Tgam o768 T usioe
TR e P — e R e ST
M.E. Dohetty L oo 0769 133,763
338,000 65,254 1,314,557
U The amounts 1 under other p relate to the fee for Intercontinental travel, Inter-European travel, the entitlement of EUR 2,000 under the Philips product arrangemant and the annuat fixed net expense
allowance.

Supervisory Board members’ and Board of Management members’ interests in Philips shares
Members of the Supervisory Board and of the Board of Management are prohibitad from writing call and put options or similar derivatives of Philips securities.

Fhilips Group
Shares held by Board members 1 2 in number of shares

Decembar 31, 2021 ; 1 Decerber 31, 3042

vntiouten
A. Bhattacharya
M. van Ginneken

B Fras s s v e SR
8.k Chua

F. Slibesma
M. Harrison

B

3 Reference date for board mambership (s Decernber 31, 2022,
3 The 1otal shares hekl by the members of the Board of Management [s less than 1% of the cormpany's [ssued share capital,

Fair value of financial assets and liabilities
Accounting policies

Faly value hlararchy
For financial reporting purpases, financlal instruments are categorized into Level 1, 2 or 3, based on the degree to which the inputs to the fair value measuretments are
observable and the significance of the inputs to the fair value measurement in 1ts entirety, which are as follows:

* Level 1-inputs are quoted prices {unadjusted) for identical assets or liabilities in active markets that the company can access at the measurement date,

+ Level 2 - all significant inputs {other than quotad prices included within Levei 1) are observable for the asset or liability, either directly {as prices} or indirectly
{derived from prices),

+ Level 3 one or mare of the significant Inputs are not Based on observable market data, such as third-party pricing information without adjustments, for the
asset or liability.

Transfers between levels of the fair value hierarchy are recognized at tha end of the reporting period during which the change has sccwrred,

Offsetting and master netting agreements
Financial assets and liabilities are offset and the net amount is reported in the balance sheet when, and only when, the company has currently a legally enforceable right to
set-off the amounts and the group intends either to settle them on a net basis or to realize the asset and settle the liability simultaneoushy.

Accounting estimates and judgments

Determining the fair value of financial instruments requires the use of estimates according to the method applied for each type of finandial asset of liability, The estimated fair
value of financial instrumenis has been determined by the company using avallable market informatton and appropriate valuation methods. The estimates presented are not
necessarily indicative of the amounts that will ultimately be realized by the company upon maturity or disposzal. The use of different market assumpticns andfar estimation
methods may have a material effect on the estimated fair valuz amounts.



Specific valuation technigues used to value financial instruments include:
level 1

Instruments included in level 1 are comprised primatily of listed equity Investments classified as financial assets carried at fair value through profit or loss or carried at fair
value through other comprehensive income. The fair value of financial instruments traded in active markets is based on quoted market prices at the balance sheet date. A
market Is regarded as active If quoted prices are readily and regularly available from an exchange, dealer, broker, industry group, pricing service, or regulatory agency, and
those prices represent actual and regularly occurring market trensactions oh an arm's length basis.

Level 2

The fair value of financial instruments that are not traded in an active market {for example, over-the-counter derivatives or convertible bond instruments) is determined by
using valuation techniques. These valuation techniques maximize the use of observable market data where it is available and rely as little as possible on entity-speclfic
estimates. If all significant inputs requized to fair vaite an instrument are based on cbservable market data, the Instrument is included In level 2. The fair value of derivatives 's
calculated as the present value of the estimated future cash flows based on cbservable interast yield curves, basis spread and foreign exchange rates, The valuation of
convertlble bond instruments uses observable market quoted data for the options and present value calculations using chservable yield curves for the fair value of the honds.

Level 3

If one or more of the significant inputs are not based on observable market data, such as third-party pricing information without adjustments, the instrument is included in
level 3.

The fair value of debt is estimated on the hasis of the guoted market prices for certain issuances, or on the basis of discounted cash flaw analysis using market rates plus
Philips” spread for the particular tenors of the borrowing arrangement. Accrued interest s not included within the carrying amount or estimated fair value of debt.

The fair value of contingent consideration is dependent on the terms of the respective acquisition agreement that may require Philips to pay additional consideration to former
shareholders if specified future events cccur or cenditions are met, such as the achievement of certain regulatory milestones or the achievernent of certain commercial
milestones. The falr value of the contingent consideration provision is generally determined using a prebability-weighted and a risk-adjusted approach to estimate the
achievement of future regulatory and commerclal milestones, respectively. The discount rates used in the risk adjusted approach reflect the inherent risk related to achieving
the cammercial milestones. Both regulatory and commercial milestones are diseounted far the time value of money at risk-free rates, The fair value measurerment is based on
management’s estimates and assumptions and hence dlassified as Level 3 in the fair value hierarchy.

The following tables show the carrying amounts and fair values of financial assets and financial llabilities, including their levels in the fair value hierarchy. Fair value information
forfinancial assets and financial liabilities not carriad at fair value is not included if the carrying amount is a reasonable approximation of fair value.

Philips Group
Fait value of finanefal assats and liabllitias In millians of EUR

carrying amaent |2 pktimated fairvalea 877 Lewdl 1170 teval 270 5 Level 37

- Debt instruments °;
Equity instruments ;

'Olhgri"snancial agsaly T

: Financial assets carried at FUTOCI

. Deriyative financiat instiument

Finantial

i Cash and cish equivalents -
Loans and receivables:”

ecavables - on-cbrent

_financlal assets carried at [amaiti

zed) cost -

Cartied at [amoitizad) cos!
‘:A;:gnuhtk payahl
ClntErest dechial:
- Debt (Curporéte bidinds and lezsés).

bi (exciading corpoigte bonds and lea

Financial liabilitias carried 3t |
Total financial labili

WFar Cash and cash equivalents, Loans and recelvables, Accounts payable, Interest acerual and Debt {excluding corporate bonds and Jeases), the carrylng amovnts approximate fait value becatise of the nature of these Instruments
{including maturity and interest conditions} and therefere fair value mformation Is not includse In the table above.



Philips Group
Fa[r value of financlal assets and Habilities In milllans of EUR

cerrying amount "estimated Ealr valua 3 Level1 Leval 2 Level 3

December 31,7024

nanclal asssts

Carrind at fair valu .

Debt instruments 233

Eql l.illy instruments

Gther Ginancal assets 34 R

Financial assets carrled at FYTF&L 34 245
7

Debt Instruments
Equity instruments

Current fnanclal asselts

Raceivabies - current 68

Financlal assets carried at FYTOCI 27 78
Derivative financial Instraments 62 '
Financlal assets carried at fair value 124 523

Carrind at (amortl Iied’]‘ cost
Cash and cash equivalents

Other non-current loans and recelvakbles

Recelyables - current 3,720 -
" Receivables - non-current B
Financial assets ¢arried at (amortized] cost 6,206
Total financial assets 7010
Financial liabilltles
Carried at fair valua
Contingent consideration T ’ T 208} .
Fimancial liabilitiss carried at FUTPEL {203} {208] {208)
Derivative financial Instruments o oo o 202) T ’ B {202) B ’ .(ZOi] -
Flnanclal llabilitles carrled ot falrvaiee ld;(?] R {a1c} . .(%U.B)H
Aceounts payable B ) TEny T }

Interest accrual

Debt (Edrpurate hnhﬁd snnd la iseéi a

Debt {excludlng corporate bonds and Iease!:l'
Financial Habilities carried at {amortizad) cost
Total financial itabllitles (9,314)

T For Cash and cash equivalents, Loans and recelvables, Accounts payable, interest acorual and Pebt {excluding corporate bands and leasas), the carrying amounts approximate falr value because of the nature of thase Instruments
{ineTucting maturity and Interest tonditions) and therefore fair value information Is hot teluded In the table above.

The fallowing table shows the recondiliation frem the beginning balance to the end balanse for Leval 3 falr value measurements.

Phllips Group
Reconcliation of Level 3 fair value measuraments In milllons of EUR

“ Financial assats SEE VR pinanelal liabilities <
: 208

‘Balanee as of December 31,2072

1 Refer to Flnancial Income and expenses for detalls,
W ncludes translation differences

Philips Group
Raconciliation of Level 2 fair value nieasurements in millions of EUR

Balance as of lanuary 1, 2621

Acqulsitions

Purchase

Sales
Utilizatlons

Eé;oT;nizwed n b;wvnhylrand loss:

Mnancial ingeme and expenses
Recognized In other compeehenslve Incarne 11
Recalvables held t

ReclssHication from a
Balance as of Decamber 31, 202§

Yineludes translation differences

Dffsetting and master netting agreements

Transactions in derivatives are subject to master netting and set-off agresments. In the case of certain termination events, under the terms of the master agreement, Philips
can terminate the outstanding transactions and aggregate their positive and negative values to arrive at a single net termination sur {or close-out amount). This contractual
right is subject to the following: .

« The right may be limited by lacal law if the counterparty 1s subject to bankruptcy proceedings.
+ The right applies an a bilateral basis.



Phillps Group
Financlal assets subject to offsetting, enforceable mast:

or similar in millions of EUR

e T ol

Derlvatives :
Gross amounts ﬂ‘fren‘égrilzéd hnan:lalass}‘ats o o ’ o . . T T ’ ’ T s T 11? B
Grass amotints of recognized finarcial Jabilities offset in the balance shaet . T Ep
Net amounts of financial assets prgsen_ted Inghe ba_!an_ce s_heql - . . . 63 ;.-

Related amountsnol offset In the balance sheet

st ntruments e e —— . - 7
Nat amount 17
Phillps Group

Finrancial liabilities subjuct bo offsetting, enforceable master netting arrangaments or stiflar agreemants In millions of EUR

Derlvatives

Gross amounts of recognized financial abilities
Gross amaents of recagnized financlal assets offset In the balance sheat
Net amounts of financlal lia_bllitles presented Inthe balance shaet

Related amounts not offset in the balance sheet

Financial instrumerts
Net amaunt [1s5) &

Dretails of treasury and other financial risks
Accounting policies

Dervative financial instruments, Including hedge accounting

The company uses derivative finangial instruments principally to manage |ts foreign currency risks and, to a mare limited extent, Interest rate and commodity price risks. All
derivative financial instruments are accounted for at the trade date and classified as current or non-current assets or liabilities based on the maturity date or the early
terminaticn date. The company measures all derivative financial instruments at fair value that is derived from the market prices of the instruments, calculated on the basis of
the present value of the estimated future cash flows based on cbservable interest yield curves, basis spread, credit spreads and foreign exchange rates, or derived from option
pricing models, as appropriate. Gains or losses arising from changes in fair value of derivatives are recognized in the Consolidated statements of income, except for derivatives
that are highly effective and qualify for cash flow or net investment hedga accounting,

Changes in the fair value of foreign exchange forward contracts attributable to forward points and changes in the time value of the eption contracts are deferred in the cash
flow hedges reserve within equity. The deferred amounts are recognized in the Consolidated statements of income against the related hedged transaction when it occurs.

Changes in the fairvalue of a derivative that is highly effective and that is designated and qualifies as a cash fiow hedge are recorded in GCl until the Consolidated statements
of income are affected by the variability in cash flows of the designated hedged item. To the extent that the hedge is ineffective, changas In the fair value are recognized in the
Consolidated statements of ncome.

The company formally assesses, both at the hedge’s inception and on an ongoing basis, whether the derivatives that are used in hedging transactions are highly effective in
offsetting changes in fair values or cash flows of hedged items. When [t Is established that a derivative is not highly effective as a hedge or that it has ceased to be a highly
effective hedge, the company discontinugs hedge accounting prospectively, When hedge accounting is discontinued because it is expected that a forecasted transaction will
not occus, the company continues to camy the derivative on the Consolidated balance sheets at its fair value, and gains and losses that were accumulated in OClare recognized
immediately in the same line item as they relate te in the Consolidated statements of incorne

Foreign currency differences arising upon retranslation of financial instruments designated as a hadge of a net investment in a foreign operation are recognized directly in the
currency translation differences reserve through OC, to the extent that the hedge is effective. To the extent that the hedge is ineffective, such differences are recognized in the
Consclidated staterments of income,

Accounting estimates and judgments

Financial assets are subject to impairment assessment, which involves estimating expected credit losses. Refer to Other financial assets for accounting policies on impairment
of financlal assets,

Philips is exposed to several types of financial risks which are further analyzed below, Philips does not purchase or hold derivative financial instruments for specufative
purpeses. Information regarding financial instruments is included in Fair value of financial assets and liabilities. -

Licgridity risk
Liquidity risk is the risk that an entity wifl encounter difficulty in meeting obligations asseciated with financial liabifitles.

Liquidity risk for the group is manitered through the Treasury liguidity committee, which tracks the development of the actual cash flow position for the group and uses input
fram a number of sources in order to forecast the overall liquidity position on both a short and longer term basis. Philips invests surplus cash in short-term deposits with
appropriate maturities to ensure suffigent liguidity is available to meet liabilities when due and in money market funds.

The rating of the company's debit by major rating agencies may improve or deterjorate, As a rasult, Philips’ future horrowing capacity may be influenced and its financing costs
may fluctuate, Philips has various sources to mitigata the liquidity risk for the group. As of December 31, 2022, Philips had EUR 1,172 million in cash and cash equivalents
(20241 EUR 2,303 million), within which short-term deposits of EUR 482 million {2021: EUR 1,357 million). Cash and cash equivalents include all cash balances, money market
funds and shart-term highly liquid investments with an original maturity of three months or less that are readily convertible into known amounts of cash. Philips peols cash
fram subsidiaries to the extent legally and economically feasible; cash not poaled remains availzble for the campany's operational or Investmeni needs,

Philips faces cross-barder fareign exchange controls and/or other legal restrictions in a few countries that could Timit its ability to make these balances available on short notice
for general use by the group.

Philips has a USD 2.5 billion Commercial Paper Program and a EUR 1 killion committed standby revalving credit facility that can be used for general group purposes, such as 2
backstop for its Commercial Paper Program. As of December 31, 2022, Philips did not have any loans outstanding under either facility. These facilities dt not have a material
adverse change ¢lause, have no financlal covenants and no credit-rating-related acceferation possibilities. Philips issued commercial paper of EUR 200 million in September
2022 and EUR 101 million in Octaber 2022, that was repaid throughout the fourth quarter of 2022, In addition, Philips secured a EUR 1 billion credit facility in the fourth
quarter of 2022 that can be used far general corporate purposes, As of December 31, 2022, Philips had EUR 500 million outstanding under the credit facility. The facility does
not have a material adverse change clause, has no financial covenants and no credit-rating-related acceleration possibilities, As per March 9, 2020, Philips established a Eurc
Medium-Term Note (EMTN) program, a framework that facilitates the (ssuance of notes for a total amount up to EUR 10 billion, In 2022, Philips issued three new tranches
under the program for a total of EUR 2 billion, while alsc redeeming its outstanding 2023 and 2024 Notes and issuing a tender offer on the cutstanding 2025 and 2026
Notes. Far a description of Philips' credit facilities, refer to Debt,



In addition to cash and cash equivalents, as of December 31, 2022, Philips alse held EUR 32 million of |isted {lavel 1) equity investmeants at fair value {classified as other non-
current financial assets).

The following table presents a summary of the Group's fixed contractual cash obligations and commitments as of Dacember 31, 2022, These amounts are an estimate of future
payments which could change as a result of various factors such as a change in interest rates, foreign exchange, contractual provisions, as well as changes in business strategy
ahd needs. Therefore, the actual paytnents made in future perlods may vary from those presented in the following table:
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M purchase obligations are agreements to purchase goeds ar services that are enforceable and legally binding for the Group. They specify all sigail serms, including fixed or mini ] itles to be fixed, mini
arvarlahle price provisions and the approximate timing of the transaction. They do not Include open purchase orders or other commitments which do not specify all significant tarms.

Philips has contracts with investment funds where it committed itself to make, undar certain conditions, capital contributions to these funds of an aggregated remalning
amount of EUR 127 million {2021: EUR 118 mitflion). As of December 21, 2022 capital contributions already made to these investment funds are recorded as non-current
financial assets.

Philips offers voluntary supply chain finance programs with third parties which provide participating suppliers the opportunity to factor their trade receivables at the sale
discretion of both the suppliers and the third parties. Phlligs continues to recognlze these lizbilities as trade payables and settles them accordingly on the inveice maturity date
based on the tarms and conditions these arrangemants, As of December 31, 2022 approximately EUR 151 million (2021: EUR 139 million)of the Philips account gayable were
transferred under these arrangements.

With respect to the Respirenics field action, please refer to Contingencies. The management continues ta monitor the risks associated with such potential claims and Its impact
on hquidity position, if any.

Leasing activities

The company |eases various items of real estate, vehlcles and other eguipment where it acts as a lessee. The company has multiple extensicn and termination options ina
nuimber of lease contracts. These are used to maximize operational flexibility in terms of managing the assets used in the company's operations. The options considered
reasonably certain are part of lease llabilities, However, the options not considered reasonably certain are not part of lease liability, which exposes the company to potential
future cash outflows amounting te £UR 400 million. In addition, the company is committed to leases not yet commenced to EUR 93 million. The company's lease contracts de
not contain financial covenants.

The company enters into sale-and-leaseback transactions primarfly for its Sleep & Respiratory Care businesses. These transactions are accounted for at market value, The
payments for these leases are considered in determining lease liabilities. Principal repayments are part of cash flows used for financing activities and interest payments are
part of cash flows used for operating activities. The cash Inflows arising from the sales transactions are part of cash flows provided by financing activities. Lease payments
under sale-and-leaseback arrangements for 2022 were EUR 72 million {2021; EUR 85 million}, The remalning minimum payment under sale-and-leaseback arrangements
included in [ease chligations above are as follows:

Philfips Graup
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Philips has leasing activities where it acts as lessor. In such arrangements, Philips provides the customer with a right to use of medical egquipment in exchange for a series of
payments. Residual values of assets under lease form an insignificant part of the carrying amount of those assets. Residual values are influenced by asset market prices and are
therefare subject to management estimation. Residual values are at least reassessed on an annual basis, or more often when necessary, Reassessments are based on a
combination of realization of assets sold, expert knowledge and judgment of local markets, For lease receivables, the value of unguaranteed residual values as of December 31,
2022 was EUR 0.6 million (2021: EUR 0.2 millien). th arder to reduce residual value risk exposures there may be residual value guarantees or purchase options embedded in
the customer contract. Credit risk for lease receivables is reviewed regularly and mitigated, for example, by retaining a security interest in the leased asset.

Currency risk

Currency risk is the risk that reported financial performance or the fair value or future cash flows of a financial instrument will fluctuate because of changes in forelgn exchange
rates. Philips operates in many countries and currencies and therefare currency fluctuations may impact Philips” financial results. Philips is exposed te currency risk in the
following areas:

Transaction exposures, related te anticipated sales and purchases and on-balance-sheet receivables/payables resulting from such transactions
Translation exposure of foreign-currency intercompany and external debt and deposits

Translation exposure of net income in foreign entities

Translation exposure of foreign-currency-dencminated equity invested in consclidated companies

Translation exposure to equity interests in non-functional-currency investments in associates and other non-current financial assets.

It is Philips' policy to reduce the potential year-on-year volatility caused by forelgn—currency movements oh its net earhings by hedging the anticipated net exposure of fareign
currencies resulting from foreign-currency sales and purchases, In general, net anticipated exposures for the Group are hedged during a period of 15 months in layers of 20%
up ta a maximum hedge of 80%. Philips’ policy requires significant committed foreign currency exposures to be fully hedged, generatly using forwards. However, not every
foreign currency can or shall be hedged as there may be regulatory barriers or prohibitive hedging cost preventing Philips from effectively andfor efficientiy hedging its
currency exposures, As a rasult, hedging activities cannot and will not eliminate all currency risks for anticipated and committed transaction exposures,

The following table outlines the estimated nominal value in millions of EUR for coimmitted and anticipated transaction exposure and related hedges for Phifips’” mest significant
currancy exposures consolidated as of December 31, 2022:
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Philips uses foreign exchange spot and forward contracts, as well as zero cost collars in hedging the exposure. The derivatives related to transactions are, for hedge accounting
purposes, split into hedges of oh-balance-sheet accounts receivable/ payahle and foracasted sales and purchases, Changes in the value of on-balance-sheet forelgn-currency
accounts receivable/payable, as well as the changes in the falr value of the hedges related to these exposures, are reported in the income statement under costs of sales. The
RUB as shawn in the table above was hedged for part of the year till Q2 2022. Hadges related to forecasted transactions, where hedge acceunting Is applied, are accounted for
as cash flow hedges. The results from such hedges are deferred in other comprehensive income within equity to the extent that the hedge Is effective, As of December 31,
2022, a loss of EUR 2 million was deferred in equity as a result of these hadges 12021: EUR 25 million loss), The result deferred in equity will be released to earnings mostly
during 2023 at the time when the related hedged transactions affect the income statement. During 2022, EUR 1 million {2021: EUR nil million net gain) was recorded in the
consolidated statement of Income as a result of ineffectiveness on certain anticipated cash flow hedges, Ineffectiveness arises when anticipated exposures are no longer
expected to be highly probable. During 2022, & loss of EUR 42 million included in the cash flow hedges reserve in equity pertaining to changes in fair value of foreign exchange
forward contracts attributable to ferward points and changes in the time value of option contracts was released to income statement,

The total net fair value of hedges related to transaction exposure as of December 31, 2022, was an unrealized gain of EUR 6 million. The estimated impact of a 10% increase of
value of the EUR is estimated to be EUR 114 milion. The following table contains an overview of the instantaneous 10% increase in the value of EUR agalnst major currencies,

Philips Group
Estimated impact of 10% increase of value of the EUR on the falr value of hedges in millions of EUR

Usp

The EUR 134 million increase includes a gain of EUR 41 million that would impact the income statement, which would largely offset the opposite revaluation effect on the
underlying accounts receivable and payable, and the remaining galn of EUR 73 million would ke recognized in aquity te the extent that the cash flow hedges were effective,

Foreign exchange exposure also arises as a result of inter-company loans and deposits. Where the company enters into such arrangements, the financing is generally provided
inn the functional currency of the subsidiary entity. The currency of the company’s external funding and ligquid assets s matched with the required financing of subsidiaries,
either directly through external foreign currency foans and deposits, or synthetically by using forelgn exchange derivatives, including cross currency interest rate swaps and
foreign exchange forward cantracts. In certain cases where group companies may also have external foreign eurrency debt or liquid assets, these exposures are also hedged
through the use of foreign exchangs derivatives, Changes in the falr value of hedges related to this exposure are recognized within financial income and expenses in the
statemnents of income, When such loans would be considsred part of the net investment in the subsidiary, net investment hedglng would be applied.

Translation expasure of foreign-currency equity invested in consolldated entities is generally not hadged, If a hedge is entered into, it is accounted for as a net investment
hedge, Net current-period change, before tax, of the currency translation reserve of EUR 748 million mainly relates to the development of the USD versus the EUR. As of
December 31, 2022, a weakening of USD by 10% versus the EUR would result in a decreass in the currency translation reserve in equity of approximately EUR 1,132 million,
while a strengthening of USD by 10% versus the EUR would result in an Increase in the currency translation reserve in equity of approximately EUR 1,384 million. Refer to the
country risk paragraph for countries with significant foreign currency denominated equity invested.

As of Decermber 31, 2022, crass-currency interest rate swaps for a nominal value of USD 500 million (Hability at fair value: EUR 247 million} and external bond funding for a
nominal value of USD 1,490 miilion (liability at book value: EUR 1,378 millicn) were designated as net investment hedges of financing investments in foreign operations for an
eqgual amount. During 2022 a total loss of EUR 1.1 million was recognized in the Income statement as ineffectiveness en net investment hedges, arising from counterparty and
own credit risk.

‘The total net fair value of financing derivatives as of December 31, 2022, was a liability of EUR 147 million. An instantaneous 10% increase in the value of the EUR against all
currancies would lead to an increase of EUR 192 millian in the value of the derivatives, including a EUR 121 million increase related to the USD.

As of December 31, 2021, cross-currency interest rate swaps for a nominal value of USD 500 mitlion {/iability at fair value: EUR 116 million) and external bond funding for a
nominal value of LUSD 1,473 million {liability at book value: EUR 1,313 millien) were designated as net investment hedges of financing investments in fareign operations for an
equal amount. During 2021 a total gain of EUR 1.1 millicn was recoghized in the income statement as ineffectiveness on net investment hedgss, arising from counterparty and
awn credit risk.

The total net fair value of financing derivatives as of December 31, 2021, was a llability of EUR 116 milllen. An instantaneous 16% increase in the value of the EUR against all
currencies would lead to an increase of EUR 40 million in the value of the derivatives, Including a EUR 40 million increase refated to the USD.

Philips daes net currently hedge the forelgn exchange exposure arising froim equity interests in nen-functicnal-currency investments in associates and ether non-current
financial assets.

Interest rate risk

Interest rate risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because of changes in market interest rates. As of Decemnber 31, 2022,
Philips had outstanding debt of EUR 8,201 millien (2021: EUR 6,880 million), which constitutes an inherent interest rate risk with potential negative impact on financial results.
Ak year-end, Philips held EUR 1,172 million in cash and cash equivalents (2021: EUR 2,303 million), and had total long-term debt of EUR 7,270 millien [2021: EUR 6,473 million)
and total short-term debt of EUR 931 million (2021: EUR 506 million). As of December 31, 2022, Philips had a ratio of fixed-rate long-term debt to total sutstanding debt of
approvimately BO% compared to 90% one year earlier, Philips debt has a long maturity profile with an average tenor of long-term debt of 6.1 years with maturities up to 2042,

The following tabie provides the impact of & 1% increase/decrease of interest rates on the fair value of the debt and the annualized net interest expenses,



Philips Group
Net dabt U and intarest rate sansitivity in millions of EUR

g
Impact 1% Interestincraase o the Falr value of the fixed-rate long-term debt 32 [297)
Impact 1% Interest decrease on the fair value of th a3 9E 7
lmpact 1% Interestincrease on the annualized net 20

*The definltion of this non-IFRS measure and a reconciliation tn the IFRS measure is Included in Equity

HThe sensitivity analysls conducted shows that iflang-tertn Interest rates were to Increase/decrease Instantaneously by 1% from thelr level of Decembar 31, 2022, with all ether variables {including forelgn exchange rates) held
constant,

* Fined-rate long-term debit Is exluding forward contracts.

4 The Impact Is based on the cutstanding net cash position (after excluding fixed-rate debt) as of Dacomber 31, 2022,

Global regulatars and central banks have been driving international efforts to reform key benchmark Interest rates (Interbank Cffered Rate or IBOR rates). The market has
transitioned to alternative risk-free reference rates (RFRs) that are transaction-based. LIBOR has been discontinued for most currencies and maturities after December 31,
2021, except for the US-dollar for which certain maturities are expected to be phased out in 2023. The company has no interest rate hedging relationships which get affected
by the reform and does not expect any significant impact on existing contracts due to change in the interest rates. The company implemented new alternative risk-free rates
from January 1, 2022 and the impact upon transition was EUR L million financial expense,

Equity price risk
Equity price risk is the risk that the fair value or future cash flows of 2 financiz| instrument will fluctuate because of changas in equity prices,

Philips is a shareholder in some publicly [isted companies and as a restt is exposed to potential financial loss through movements in thelr share prices, The aggregate equity
price exposure in such financial assets amounted to approximately EUR 32 million as of December 31, 2022 (2021: EUR 67 imillion), Philips does not hold derivatives in the
above-mentioned listed companies. Philips also has shareholdings in several privately-owned companies amounting to EUR 229 million, mainly consisting of minority stakas in
companies in various industries, As a result, Philips 's exposad to potential value ad)ustments.

Commodity price risk
Commodity price risk is the risk that the fair value or futura cash flows of a financial instrument will fluctuate because of changes in commodity prices.

Philips is a purchaser of certain base metals, precious metals and energy. Phillps may hedge certain cormmodity price risks using derivative instrurnents to rinimize significant,
unanticipated earnings fluctuations caused by commeodity price volatility. As of December 31, 2022 and 2021, respectively, Philips did not have any significant outstanding
financial commodity derivatives.

Credit risk

Credit risk represents the loss that would be recognized at the reporting date, if counterparties falled completely ta perform their payment chligations as contracted, Credit
risk is present within Philips trade receivables and cantract assets, To have batter insights inte the credit exposures, Philips performs ongoing evaluations of the financial and
nonh-financial condition of its customers and ad]usts credlt [imits when appropriate. In instances where the creditworthiness of a customer is determined not to be sufficient to
grant the credit limit required, there are a number of mitigation tools that can be utllized to close the gap, including reducing payment terms, cash on delivery, pre-payments
and pledges on assets.

Philips invasts availabla cash and cash equivalents with various financial institutions and is exposed fe credit risk with these counterparties. Phifips Is also exposed to credit
risks in the event of non-performance by financlal instltutions with respect te financial derivative instrureents, Phifips actively manages coneentration risk and on a daily hasis
measures the potential loss under certain stress scenaries, should a financlal institution default, These worst-case scenario losses are monitored and limited by the company.

The company does not enter into any financial derivative instruments to protect against default by financial institutions. However, where possible the company reguires all
financial institutions with which it deals in derivative transactions to complete legally enforceable netting agreaments under an International Swap Dealers Association master
agreement or otherwise prior to trading, and whenaver possible, to have a strong credit rating. Philips also regularly monitors the development of the credit risk of its financial
counterparties, Wherever possible, cash is invested and financial transactions are concluded with financial institutions with strong credit ratings or with governments or
government-backed institutions.

The following table shows the number of financial institutions with credit rating A- and above with which Philips has cash at hand and short-term deposits above EUR 10
million as of December 31, 2022,

Phillps Group
Credit risk with number of counter parties for deposits above EUR 10 million

For an overview of the overall maximum credit sxposure related to debt instruments, derivatives and loans and receivables, refer to Fair value of financial sssets and liabilities.

Country risk

Country risk is the risk that political, legal, or economic developments in 2 single country could adversely impact performance. The country risk per country is defined as the
surn of the equity of alf subsidiarias and associated companies in country cross-border transactions, such as intercompany loans, accounts receivable from third parties and
intercampany accounts receivable. The country risk is monitored on a regular basis.

As of December 31, 2022, the company had country risk exposure of EUR 14.0 billion in the United States, £UR 1.3 billien in China (including Hong Kong). Other countries
higher than EUR 500 million are Germany EUR 808 millicn, United Kingdom EUR 766 million, and Japan EUR 639 millieh. Other country whith have significant exposure Is
Singapore EUR 206 million. The degree of risk of a country is taken into account when new Investments are considered, The company does not, however, use financial
derivative instruments 1o hedge country risk,

The impact of hyperinflation is also routingly assessed and was net material for the perlods presented,

Other insurable risks

Philips is insured for a broad range of losses by global insurance policies In the areas of property damage,/ business intervuption, general and product liability, transport,
directors’ and officers’ iahility, employment practice liability, crime and cybersecurity. The counterparty risk related to the insurance companies participating in the above-
mentioned global insurance policies is actively managed, As a rule, Philips only selects insurance companies with a financial strength of at least A~ Througheut the year the
counterparty risk is monitored en a regular basis,

To lower exposures and to avoid potential losses, Philips has a global Risk Engineering program in place. The main focus of this program is an property damage and husiness
interruption #isks including company interdependencies. Regular on-site assessments take place at Philips locations and business-critical suppliers by risk engineers of the
insurer in order to provide an accurate assessiment of the potential loss and its impact, The results of these assessments are shared across the company’s stakeholders. On-site
assassiments are carried out against the predefined Risk Engineering standards, which are agreed between Philips and the insurers. Recommendations are made in a Risk
Improvement report and are monitarad centrally. This is the basis for decision-making by the local management of the business as to which recommendations will be
Implernented.



For all policias, dedustibles are ta place, which vary from EUR 0.3 million to EUR 10 million per sccurrence and this variance is designed to differentiate betwaen the existing
risk categories withir: Philips. Above a first layer of working deductibles, Philips operates its own re-insurance captlve, which during 2022 retained EUR 25 million per claim and
EUR 50 million in the annual aggregata for general, product, professional liability, and marine cargo claims.

New contracts were signed effective December 31, 2022, for the coming year, wheraby the re-Insurance captive retentlons remained the same.

Subsequent events
On January 30, 2023, Phillps announced plans te create value with sustainable impact, which is based on focused organic growth to deliver patient- and people-driven

inhovation at scale with improvad execution as key value driver, prioritizing patient safety and quality, supply chain reliability and a simplified operating model. In addiiion to
the reduction of its workforce by 4,000 roles announced in October 2022, Philips plans to reduce its workforce by an additional 6,000 roles globally by 2025, of which 3,000 will
be implementad in 2023 in line with the relevant Jocal regulations and processes, These reductions are focused on Corporate and Functiens optimization and non-core
activites, for which charges in 2023 are expected to be approximately EUR 470 million.



14 Further information

14.1 Reconciliation of non-IFRS information
In this Annual Report Philips presents certain financial measures when discussing Philips’ performance that are not measures of financial performance or liquidity under IFRS
['non-IFRS’), These non-IFRS measures {also known as non-GAAP or altarnative performance measures) are presented because management considers them important
supplemental measures of Philips” performance and believes that they are widely used in the Industry in which Philips operates as a means of evaluating a company’s
operating perfermance and liquidity. Philips believes that an understanding of its sales performance, profitability, financlal strength and funding requirements is enhanced by
reporting the following non-1FRS measures:

+ Comparable sales growth;

« EBITA;

+ Adjusted EBITA;

» Adjusted income from continuing operations attributable to shareholders;

« Adjusted Income from continuing operations attributable te shareholders per commaon share {in EUR) - diluied {Adjusted EPS);
o Adjusted EBITDA;

« Free cash flow; ~

« Metdebt: group equity retio; and

« Qrganic Return on Invested Capital {RDIC)

Non-IFRS measures do not have standardized meanings under IFRS and not all companies calculate non-IFRS measures in the same manner or on a consistent basis. As a result,
these imeasures may not be comparable to measuras used by ather companias that have the same or simllar names. Accordingly, undue refiance should not be placed on the
non-iFRS measures contained in this Annual Report and they should not be considered as substitutes for sales, net income, net cash provided by operating activities or other
financial measures computed in accardance with [FRS.

This chapter cantains the definitions of the hon-IFRS measures used In this Annual Report as well as reconciliations from the most directly comparable IFRS measures, The non-
IFRS measures discussed in this Annual Repert are cross referenced to this chapter, These non-|IFRS measures should not be viewed in isolation or as alternatives to equivalent
IFRS measuras and should be used In conjunction with the most directly comparable IFRS measures.

The nen-IFRS financial measures presented are not measures of financial performance or Nquidity under IFRS, but measures used by management to monitor the underlying
performance of Philips’ business and operations and, accordingly, they have not been audited or reviewed by Philips’ external auditors.

Additionally, Philips provides forward-looking targets for comparable sales growth, adjusted EBITA margin improvement, free cash flow and arganic ROIC, which are non-IFRS
financlal measures. Philips has not provided a quantitative reconciliation of these targets to the most directly comparable IFRS measures because certain information needed
to reconcile these non-IFRS financial measures to the most comparable IFRS financial measures are dependent on specific items or impacts which are not yet determined, are
subject to uncertainty and variability in timing and amount due to their nature, are outside of Philips’ contrel, or cannct be predicted, mecluding items and impacts such as
currency exchange rates, acquisitions and dispesals, legal and tax gains and lesses and pension settlements, charges and costs such as impairments, restructuring and
acquisition-related charges, amortization of intangible assets and net capital expenditures. Accordingly, recanciliations of these non-IFRS forward locking financial measures to
the most directly comparable IFRS financial measures are not available without unreasonable effort. Such unavailable reconciling items could significantly irmpact the results of
operations and financial condition.

Comparable sales growth

Comparable sales growth represents the perlod-on-period growth in sales excluding the effacts of currency movements and changes in eansolidation. As indicated in General
information to the Consolidated financial statements , foreign currency safes and costs are translated into Philips” presentation currency, the euro, at tha exchange rates
prevailing at the respective transaction dates. As a result of significant foreign currency sales and currency movements during the periods presented, the effects of translating
fareign eurrency sales amounts inte euros could have a material impact on the comparability of sales between periods. Therefars, these impacts are excluded when presenting
comparable sales in euros by translating the foreign currency sales of the previous period and the current period ibto euros at the same average exchange rates. In additien,
the years presented were affected by a number of acquisitions and divestments, as a result of which various activities were consolidated or deconsalidated, The effect of
consolidation changes has also been excluded in arriving at tha comparable sales, For the purpose of calculating comparable sales, when a previously censolidated entity is
sold or contro} is lost, relevant sales for that entity of the corresponding prior year period are excluded, Similarly, when an entity is acquired and consclidated, relevant sales
for that entity of the current year period are excluded.

Comparable sales growth is presented for the Philips Group, aperating segments and geographic area. Philips’ believes that the presentation of comparable sales growth is
meaninaful for investars to evaluate the performance of Philips’ business activities over time. Comparable sales growth may be subject to limitations ss an analytical tool for
investors, because comparable sales growth figures are not adjusied for other effects, such as increases or decreases in prices or quantity/volume, In addition, interaction
effects between currency movermnents and changes in consolidation are not taken inte account,
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EBITA and Adjusted EBITA

The terrn Adjusted EBITA Is used to evaluata the performance of Philips and its segments. EBITA reprasents Income from operations excluding amortization and impairment of
acquired intangible assets and impairment of goodwill. Adjusted EBITA reprasents EBITA excluding gains or losses (rom restructuiing costs, acquisition-related charges and
ather itemns.

Restructuring costs are defined as the estimated costs of initiated reorganizations, the most significant of which have heen approved by the Executive Committee, and which
generally involve the realignment of certaln parts of the Industrial and cervnetctal organization,

Acquisition-related charges are defined &5 costs that are directly triggerad by the acquisition of a company, such as transaction costs, purchase accounting relate costs and
integration-related expenses,

Other items are defined as any individual ltem with an inceme statement Impact (loss or gain) that is deemed by management te be both significant and incidental to normal
business activity. This includes the following: litigation costs and settlements in favor of (or against) the cormpany, gains [or losses) on sale of businesses or assets, remediation
costs, impairment of assats, portfolio realignment charges, environmental charges ard othar items whish are individually above an amount of EUR 28 million in a quarter, or an
individual item which is above EUR 40 million across multiple quarters. Refer to Net income, (ncome from operations (EBIT) and Adjusted EBITA within the Resuits of
operations section of Financial performance,

Philips considers the use of Adjusted EBITA appropriate as Philips uses it as a measure of segment performance and as one of its strategic drivers to increase profitability
through re-allocation of its resources towards opportunities offering more consistent and higher returns. This is done with the aim of making the underlying performance of
the businesses more transparent.

EBITA excludes amortization and impalrment of acguired intangible assets {and impairment of goodwill}, which primarlly relates to brand names, customer relationships and
technalogy, as Philips believes that such amounts are inconsistent in amount and frequency, are significantly impacted by the timing and/or size of acquisitions and do not
factor into its decisions oh allocatioh of [ts resources across segments. Although we exclude amortization and Impairment of aceuired intangible assets from the Adjusted
EBITA measure, Philips believes that it is important for investors to understand that these acquired intangible assets contribute to revenue generation.

Philips believes Adjusted EBITA is usefui to evaluate financial performance on a comparable basis over time by factoring out restructuring costs, acquisition-related charges and
other incidental items which are not directly related to the operational performance of Philips Group or its segments.

Adjusted EB{TA may be subject to limitations as an analytical tool for investors, as it excludes restructuring costs, acquisition-related charges and other incidental items and
therefore does not reflect the expense associated with such items, which may be significant and have a significant effect on Philips” net income.

Adjusted EBITA margin refers to Adjusted EBITA divided by sales expressed as a percentage.
Adjusted EBITA is not a recognizad measure of financial performance under IFRS. The reconciliation of Adjusted EBITA to the most directly comparable [FRS measure, Met

income, for the years indicated is presented in the following table, Net income is nat allocated to segments as certain income and expense line items are monitored ona
centralized basis, resulting in them being shown on a Phillps Group level only.
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Adjusted income from continuing operations attributable to shareholders

The term Adjusted incoma from continuing oparations attributable to sharehalders reprasents income from continulhg operations less continuing eperations non-contrelling
Interasts, amortization and impairment of acquired intangible assets, Impalrment of goodwill, excluding gains or fasses from restructuring costs and acquisition-refated
chargas, other items, adjustments to net finance expenses, adjustments ta investments in associates and adjustments to tax expense. Sharehalders refers to shareholders of
Keninklijke Philips N

Restructuring costs, acquisition-related charges and other items are /| defined in the EBITA and Adjusted EBITA section above.

Net finance expenses are defined as either the {inaticial income or expense compoeneant of an individual item already identified to be excluded as part of the Adjusted income
frem continuing operations, fair value movements of aquity investments in limited life funds recognized at fair value through profit or loss or a financial income or expense
componant with an income statement impact (gain or loss) that is deermed by management to be both significant and incidental to normal business activity,

The adjusiments to tax expense include the tax Impact of the adjustments to income from continuing operations as well as tax only adjusting items, and uses the Weighted
Average Statutory Tax Rate plus any recurring tax costs or benefits.

Philips considers the use of Adjusted income from continuing operations attributable to shareholders appropriate as Philips uses it as the basis for the Adjusted income from
continuing operations attributable to shareholders per common share {in EUR) - diiuted, a non-IFRS measure.

Adjusted income from continiuing operations attributable to shareholdars may be subject to imitations as an analytical tool for investors, as it excludes certain items and
therefore doas not reflect the expense associated with such items, which may be significant and have a significant effect oh Philips’ net income. Net income, for the years
indicated is included in the following table. Net income is not allocated to segiments as certain income and expense line tams are monitared on a centralized basis, resulting in
themn being shown on a Philips Group level only,

Adjusted income from continuing aperations atiributable to shareholders 's not a recoghized measure of financial performanca under IFRS. The reconciliation of Adjusted
income from cantinuing operations attributable to sharsholders to tha most directly comparable IFRS measure, Net income, for the years indicated is included in the following
table.

Adjusted income from continuing operations attributable to shareholders per comman share {in EUR) - diluted {Adjusted EPS)

Adjusted income from continuing aperations attributakle to sharehelders per common share {in EUR) - diluted is calculated by dividing the Adjusted income frorm cantinuing
operations attributable to shareholders by the diluted welghted average number of shares {after deduction of treasury shares) outstanding during the periad, as defined in
General information to the Consolidated financial statements , earnings per share section.

Philips cansiders the use of Adjusted income from continuing operations attriutable to shareholders par common share (in EUR) - diluted appropriate as it is a measure that is
useful when cemparing its performance to other companies in the HealthTech inclustry. However, it may be subject to limitations as an analytical tool for Investors, as it uses
Adjusted Income from continuing aperations attributable ta shareholders which has certain items excluded.

Adjusted income fram centinuing operations attributable to shareholders per common share (in EUR} - diluted is not a recognized measure of financlal performance under
IFRS, The most directly comparable IFRS measure, income from continuing operations attributable to shareholders per common share (in EUR) - dilutad for the years indicated,
is Included in the following table.
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Adjusted EBITDA
Adjusted EBITDA is defined as Income from operations excluding amortization and impairment of intanglble assets, impairment of goodwill, depreciation and impairment of
property, plant and equipment, restructuring eosts, asquisition-related chargas and other itams.

Philips understands that Adjustad EBITDA s broadly used by analysts, rating agencies and investors In their avaluation of different companies because it excludes certain ltems
that can vary widely across different industries or among companies within the same Industry. Philips considers Adjusted EBITDA useful when cornparing its performance to
other companies in the HealthTech industry. However, Adjusted EBITDA may be subject to limitations as an analytical tool because of the range of ltems excluded and their
significance in a given reporting period. Furthermore, comparisons with other companies may be complicated due to the absence of a standargized meaning and ealeulation
framework. Philips managermant compensates for the fimitations of using Adjusted EBITDA by using this measure to supplement IFRS results to provide a more complete
understanding of the factors and trends affecting the business rather than IFRS results alone, In addition to the limitations noted above, Adjusted EBITDA excludes items that
may be recurring in nature and should not be disregarded in the evaluation of perfarmance. However, we believe it Is useful to exclude such items to provide a supplemantal
analysls of current results and trends compared to other periods. This is because certain excluded items can vary significantly depending on specific underlying transactions or
events, Also, the variability of such items may not relate specifically to ongolng eperating rasults or trends and certain excluded items, while potentially recurring in future
periods and may not be indicative of future results. A reconciliation frem net Income to Adjusted EBITDA is provided in the following table. Net income, for the years indicated
is included in the following table. Net income is not allocated to segments as certain income and expense line items are monitared on a centralized basis, resulting tn them
being shown on a Philips Group level only.

Phllips Group
Reconclllatlon of Net income to Adjusted EBITGA in milllons of EUR
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Free cash flow
free cash flow is defined as net cash flows from operating activities minus net capital expenditures, Net capital expenditures are comprised of the purchase of intangtkle
assets, expenditures on development assets, capital expenditures on property, plant and equipment and proceeds from sales of property, plant and equipment.

Philips discloses free cash flow as a supplemental non-IFRS financial measure, as Philips belleves it 1s a meaningful measure to evaluate the performance of its businass
activities over time, Philips understands that free cash flow is broadly used by analysts, rating agencies and investors in assessing its performance. Philips also believes that the
presentation of free cash flow provides useful information to investors regarding the cash generated by the Philips operations after deducting cash outflows for purchases of
intangihle assets, capitalization of product development, expenditures on development assets, capital expenditures on property, plant and equipment and proceeds from
disposal of property, plant and equipment. Therefore, the measure gives an indication of the long-term cash generating ability of the business. Inaddition, because free cash
flow is not impacted by purchases or sales of businesses and investments, it is generally l2ss volatile than the total of net cash provided by {used for} aperating activities and
net cash provided by {used for) investing activities,

Free cash flaw may be subject to limitations as an analytical ool Tor investors, as free cash flow is not a measure of cash generated by operations available exclusivaly for
discretionary expenditures and Philips requires funds in addition to those required for capital expenditures for a wide variety of non-discretionary expenditures, suchas
payiments on outstanding debt, dividend payments ar other investing and financing activities. In addition, free cash flow does not reflect cash payments that may be required
in future for costs already incurred, such as restructuring costs.

Phllips Group
Compousitian of free cash flow In milllons of EUR
B 2000
Net cash flows provided by operating activities 2,511
Nt caphal expendiivres e e S . - 76
o T [
Capited expenditures on property, plant and equipment o T T Tlassy”
Praceeds from dfspusefsbe}oﬁ’er[uﬁ:‘a.';t;naér;;u:;ﬁ:;e;l.t“ o U Coo o Cor T g
Free cash flow 1,635

Net debt : group equity iratio

Net debt ! group equity ratio is presented to express the financial strength of Philips. Net debt is defined as the sum of long- and short-term deht minus cash and cash
equivalents, Group equity is defined as the sum of shareholders’ equity and non-centrolling interests. This measure is used by Philips Treasury management and investment
analysts to evaluate financial strength and funding requirements. This measure may be subject to limitations because cash and cash equivalents are usad for various purpeses,
not only debt repayment. The net debt calculation deducts all cash and cash equivalents whereas these items are not necessarily available exclusively for debt rapayment at
any given time.

Phillps Group
Composition of net dabt to group equity i

milllens of EUR unless ctherwise stated

2020
Long-term debt 5,705
e e e e et e s e s P . - - iais
Total debt 6,934
Cash and cash equivalents o T ) 3,176
Net deht 3,708
Sharcholders oquity e mmm——— e ./ B
Noﬁ-ml\'mlling interests o o e Ty 31
Giaup equity 11,901

Net debt : group equity ratio H:T6




142

Organic Return on Invested Capital

Crganic Return on Invested Capital {(ROIC) is defined as organic return which includes Income from operations for the year excluding the impact of: Income or Loss from
operations of businesses acquired in the five year period prior to the measurement date; certain tax galns and losses determined by management to be materlal In nature and
require separate disclosure and; certain other items; and tax effects of the other adjustments (calculated at group effective tax rate) divided by average of the Net operating
capital at the end of each of the five guarters ending on the relevant measurement date excluding the average net operating capital at the end of each of the five quarters
ending on the relevant measurement date of the businesses acquired In the five year period prior to the measurement date, expressed as a percentage.

Net operating capital is defined as tangible fixed assets, Intangible flxed assets, including goodwill, inventories and receivable balances, minus payable balances and provisions,
all a3 further defined below. Net operating capital is adjusted to exclude assets and liabilitles of businesses acquired in the five year period prior to the relevant measurement
date, and adjustments determinad by management to be necessary for comparability.

Other items are defined a5 matertal in nature and require separate disclosure and have the same nature as the items excluded from Adjusted EBITA. In the years 2020-2022
these other items included legal provisions, penston settlements, results of divestments, remediation costs, impairment of assets and portfolio realignment charges. Refer to
Net income, Income from operations (EBIT) and Adjustad EBITA within the Results of operations saction of Financial performance, Organic ROIC is calculated after taxes,

The term Organic Return on Invested Capital {ROIC) is used by management to evaluate Philips’ efficiency at allocating the capital under its control te profitable investments
and how well the company Uses capital to generate returns, Philips believes that Organic ROIC provides useful infarmation to investors because it excludes the impact of
recently acquired businesses, giving a more accurate representation of how the Philips Business System is leveraged to drive operational excellence and removes irregularity
caused by various operating models of recently acquired businesses, Philips also believes that exciuding certaln items determined by management to be matetial in nature and
requiring separate disclosure enhances comparability across several periods, Organic ROIC may be subject to limitations as an analytical tool for investors, as it excludes
Income or Loss from operations of acquired businesses and tax galns and |osses and certain other items, which may have a significant effect on ROIC, Organic ROICis not a
recognized measure of financial performance under [FRS.

The most comparable IFRS measure te Organic ROIC is Return on total assets, salzulatad a5 Ineoma from operatlons for the year divided by total assets as of the end of the
year. Return on total assets as of the balance sheet date for the years ended December 31, 2020, 2021 and 2022 is included in the following table.

Phillps Group
Return an tatal assets In millions of EUR unless otherwise stated

wo 7 mm

Ingeme from operations 1,264 553
Total assets } 3 L 30,961
Relurn on total assets {36) 4.8% 1.8% I

The reconciliation of Average Net operating capital and the reconcillation of Net Thcome to Qrganic ROIC for the years ended December 31, 2020, 2021 and 2022 are included
ih the following tables.

Philips Group
Reconcillatlon of Average Net operating capital U in millions of EUR

Tanglble fixed assets

neluding éucdwlll]

Receivable balances ¥

Fayable balances 3

Provislans 4 " [.068) [2,478)
Group Average Net aperating capltal 14,068 15,261
Het aperating capital of businesses acquired o ' T T (3,176) {5.511) |
Average Net operating capltal 10,892 9,750

11 &1l line items represeni the average of each of the five quarters endlng before the relevant measurement date,
4 Roceivabla balances consists of (Mon-JCurrent recatvables, Other {non-Jeurrent assets, {Non-JCurrent derlvative financlal assels end Income tax recelvabte.
3 payable balances consist of Accounts payable, Accrued labilities, {Non-JCurrent contract lablitles, Other {Mon-Jeurrent llabllitles, {Mon-} turrent derfvativa financlal liabllities ane (Non-)Cusent tax liabilfies.

# provislons consist of Long-term and Short-term provistons.

2hilips Group
Recanciliation of Net Income to Organic ROIC In millions of EUR unless otherwise stated
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Other Key Performance Indicators

In addition to monitoring the IFRS and non-IFRS financtal measures discussed under Financial performance, Philips’ management also uses the following other key
performance Indicators to monitor the performance of the business and to manage the business, Comparative results have been restated to reflect the treatment of the
Domestic Appliances business as a discontinued operation (for more information, please refer to Discontinued operations and assats classified as held for salal.
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e expanded the definition of our Closing the Loop practices to Include all professional medical equipment In 2021. Complete figures are not avallable for 2020,

Lives Improved

The purpose of Philips is to improve pacple’s health and well-being through meaningful innavation and we aim to improve the lives of 2 billion people a year by 2025, including
300 millicn in underserved communities, rising to 2.5 billion and 400 million respectively by 2030, We use Lives Improved as a measurement of our sotietal impact. In the
course of 2021 we changed the definition of 'lives improved’ (effective January 2021} to align more closely with our purposa. The new definltlon includes only products or
selutions that contribute to people’s health and well-being, and no lenger inciudes the contribution from our Green Products and Solutions that support a healthy ecosystemn.
Additionally, as we discentinued our Domestic Appliances business, we have removed the impact of this business from the Lives Improved results. The combined impact of
these changes resulted in an overall drop of 223 million lives Improved in 2021, We calculate Lives Improved as the number of individual interactions for each product sold
{based on market intelligence and statistical <lata) and multiply by the number of those products delivered in a year (ellminating double counting for multiple different product
touches per individual}, See Improving people’s tives for more information on Lives improved.

Operational Carbon Footprint

We aim to minimize our environmental impact and we use the Operational Carbon Footprint as one of the measurements of our impact. We define Operational Carbon
Footprint as the total greenhouse gas emissions caused by an organization, event, product or parson; expressed In kilotonnes CO,-equivalent. We calculate our Operational
Carbon Footprint on a monthly basis and include industrial sitas {manufacturing and assembly sites), non-industrial sites {offices, warehousas, IT centers and R&D facilities),
business travel (lease and rental cars and airplane travel} and logistics (all, sea and road transport) See Sustainable Operations for more information on our Operatienal Carbon
Footprint.

Circular Revenues

As a company committed to the transition to a circular econoimy, we aim to decouple economic growth from the use of natural resources and ecosystems by using those
resources more effectively, We define Circular Revanues as revenuas generated through products and solutions that meet specific Circular Economy requirermnents {including
performance and access-based business models, refurbished, reconditioned and remanufactured preducts and systems, refurblshed, reconditloned and remanufactured
components, upgrades or refurbishment on slte or remote, and products with a recycled glastics content of >25% post-consumer recycled plastics or »20% post-
industrial/postconsumer recycled plastics by total weight of gligible plastics). We calculate Clrcular Revenues as annual revenues attributable to products and solutions that
meet the Circular Economy reguirereants,

Waste to Landfill

At Philips, as a respensible company, we strive te reduce our envirenmental impact, We define Waste to Landfill as total waste that is delivered for landfill and exclude one-
time-onfy waste and waste delivered to fandfill due to regulatory requirements. We calculate Waste to Landfill in kilotonnes per year. See Sustainable Operations for more
information on Waste to Landfill.

Closing the Loop

At Philips, we are committed to offer a trade-in on all our professional medical equipment and to take care of responsible repurposing of such trade-in systems. We call this
"Closing the Loop”, We calculate Closing the Loop as Process Adherence (%) multiplied by Reclaim (%), Process adherence {%) is definad as the % of won Replacemant Philips
deals which are associated with a trade in request In our CRM system, Reclaim (%) is defined as the % of won Replacement Philips deals with a customer accepted trade in
request in our CRM systemn and a repurposing strategy that fulfills our reclaim reguirements.

Philips believes that the five other key performance Indicators described above (Lives improved, Operatlenal Carbon Footptint, Circular Revenues, Waste to Landfill and Closing
the Loop] provide important information to investors and are important to understanding the long-term petformance and prospects of the business. In addition, these other
key performancea indicators are also used for management compensation purposes. Members of the Board of Management are eligible for grants of performance shares under
the Long-Term Incantive (LT} Plan, and the vesting of the performance shares is subject to performance over a period of 3 years and based on certain criteria, Including a 10%
weighting for Sustainahility Objectives, which Philips defines as the five other key performance indicators describad above: Lives Impreved, Carbon Footprint, Cireular
Ravenues, Waste to Landfill and Closing the Loop. Philips believes that including these other key performance indicatars in our remuneration policy encourages management
to act responsibly and sustainably, supporting the company’s overall performance and enhancing the long-term value of the company. See Remuneration of the Board of
Managemeat in 2022 for more Informatton on the Philips” Long-Term lneentive {LT1) Plan.

Comparable order intake

Comparable order intake represents the period-cn-period growth, expressed as a percentage, In order intake excluding the effects of currency movements and changes in
censalidation. Comparable order intake is reperied for equipment and software In the Diagnoses & Treatment and Connected Care businesses, and is defined as the tatal
contractually committed value of equipment and software to be deflivered within a specified timeframe, and is an approximation of expected future revenue growth in the
respective businesses. Comparable order intake does not derive from the financial statements and a quantitative reconcliation is thus not previded,

Philips has simplified its order intake policy by aligning horizons for all medalities to 18 months to revenue, Order intake for software contracts corresponds to the same 18
months to revenue horizon, meaning that enly the next 18 months conversicn to revenue under the contract is recognized. Philips believes this policy eliminates major
variances in order Intake growth and better reflacts expectad revenue in the short term from ordar intake booked in the reporting period.

Philips uses comparable order intake as an indicator of business activity and performance. Comparable order intake is not an alternative to revenue and may be subject to
limitations as an analytical tool due to differences in amount and timing between booking erders and revenue recognition. Due te divergence in practice, other campanies may
calculate this or a similar measure (such as order backlog) differently and therefore comparisons between companies may be complicated,
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14.3.1 Share information
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14.3.2 Financial calendar

Finangial calendar

Anpuial General Meating of Shareholders
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#* subjoct to uptates of the financial calendar as published on the company's website

2023 Annual General Meeting of Sharehclders
The Agenda and the explanatory notes to the Agenda for the Annual General Meeting of Sharehelders on May 9, 2023, will be published on the company’s website.

For the 2023 Annual General Meeting of Shareholders, a recard date of April 11, 2023 will apply. Those persons who, on that date, hold shares in the company, and are
registered as such in one of the registers designated by the Board of Management for the Annual General Meeting of Shareholders, will be entitled to participate in, and vote
at, the meeting.

Investor contact

Shareholder services
Sharehalders and other interested parties can make Inquiries about the Annual Report 2022 to:

Roval Philips

Annual Repart Office

Phifips Center

P.0, Box 77900

1070 MX Amsterdam, The Netherlands
E-mail: annual.report@ philips.com

The Annual Repert on Form 20-F is filed electronically with the US Securities and Exchange Commission,

Holders of shares listed an Euronext Amsterdam
Communications concerning share transfers, share certificates, dividends and change of address shauld be directed to:

ABN AMRO Bank NV,

Department Squity Capital Markets/Corporate Broking and Issuer Services HQ7212
Gustav Mahlerlaan 10,

1082 PP Amsterdam, The Netherlands

Telephone: £31-20-828-6070
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E-mail: corporate broking@nl.abhamro.com

Helders of New York Reglstry shares
Communications concerning share transfers, share certificates, dividends and change of address should be directed to:

Deutsche Bank Trust Company Americas
C/OAST

62C1 15th Avenue Brocklyn, NY 11219
Telephone {toll-free US): +1-866-706-8374
Telephone {outside of US); +1-718-921-8137
Website: www.astfinanclal.com

E-mail; de@astfinancial.com

Internatienal direct Investment program

Roval Philips offers a Dividend Reinvestment and Direct Stock Purchase Plan designed for the US market. This program provides existing shareholders and interested Investors
with an econamlcal and convenient way to purchase and sell Philips New York Registry shares {listed at the New York Stock Exchange) and to reinvest cash dividends. Deutsche
Bank (the registrar of Philips NY Registry shares) has been autherized to implement and administer both plans for registered shareholders of and new investors in Philips NY
Registry shares. Philips does not administer or sponsor the Program and assumes no obligation or liakility for the operation of the plan. For further informatlon on this
program and for enrallment forms, contact;

Deutsche Bank Global Direct Investor Services

Telephone (toll-free US): +1-866-706-8374

Telephone (outside of US): +1-718-921-8137

Monday through Friday 8:00 AM EST through 8:00 PM EST
Website www.astfinancial.com

E-mail: db@astfinancial.com

or write to:

Deutsche Bank Trust Company Americas
/0 AST
6201 15th Avenue Brooklyn, NY 11219

Analysts’ coverage
Rovyal Philips is covered by approximately 20 analysts, For a lst of our current analysts, please refer to: www.phiiips.com/a-w/faboutfinvestor/stock-info/analyst-coverage htm|

How to reach us

Investor Relations contact

Royal Philips

Philips Center

P.O. Box 77900

1070 MX Amsterdam, The Netherlands
Telephone: +431-20-59 71222

Website: www,philips.comfinvestar
E-mail: investorrelations@ philips.com

Leandro Mazzoni
Head of Investor Relations
Telephone: +31-20-59 77222

Derya Guzel
Investor Relations Director
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New York Registry Shares

Fees and Charges Payable by a Holder of New York Registry Shares

Deutsche Bank Trust Company Americas (“Deutsche Bank®), as the US registrar, transfer, dividend disbursement and shareholder servicing agent {"Agent”) under Philips’ New
York Registry Share program {the “Program”), collects fees for the issuance, cancellation and/or transfer of New York Registry Shares directly from investors depositing ordinary
shares or surrendering New Yark Registry Shares for the purpose of withdrawal or from intermediaries acting far them. The Agent collects fees fer making distributions to
nvestors by deducting those fees from the amounts distributed ar by selling a pertion of the distributable property to pay the fees.
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The Agent may charge shareholders a fee of up to USD 5.00 per 100 shares for the exchange of New York Registry shares for shares and vice versa, for certain free distributions
of shares and for shares Issued upon exerclse of rights, as well as for certain taxes, fees and expenses incurved in connection with Issuances and cancellatlons, The Agent is also
permitted to charge a distribution fae of USD 0,05 per share te holders of New York Registry Shares in connection with a corporate action or event unless certain fees are
otherwlse charged to Phillps.

Fees and Payments made by the Agent to Philips
The Agent has agreed to reimburse certain expenses of £hilips related to the Program and Incurred by Philips In connection with the Program, The Agent has also agreed to
waive certain fees for standard costs assoclated with the administration of the program.

The Agent has reimbursed EUR 651,311 diractly to Philips in the year ended December 31, 2022. The Agent paid a total amount of EUR 213,651 directly to third parties in the
year ended December 31, 2022,

tly to third parties in EUR

213,654

i f.:;p.e.n'se pald ditectiy to lhii’d parties

Under certain circurstances, inctuding remaoval of the Agent or termination of the Program by Fhilips, Philips is required to repay the Agent certain amounts reimbursed
and/or expenses paid to or on beha!f of Philips.

Definitions and abbreviations

Brominated flame retardants (BFR}
Brominated flame retardants are a group of chernicals that have an inhibitory effect on the ignition of combustikle erganic materials, Of the commercialized chemical flame
retardants, the brominated variety are most widely used,

CO,-equivalent
CO,-eqjuivalent or carbon dioxide equivalent Is a quantity that describes, for a given mixture and ameunt of greenhouse gas, the amount of CO, that would have the same
global warming potential {GWP), when measured over & specified timescale (generally 100 years).

Circular ecansmy

A circular econormy aims to decauple sconomic growth from the use of hatural resources and ecosystems by using those resources more effectively, By definition itis a driver
for innavation in the areas of material, componant and product reuse, as well as new business models such as solutlons and services. In a Circular Economy, the more effective
use of materials makes it possibla to ¢reate more value, both by cost savings and by developing new markets or growing existing ones.

Circular Material Management

Circular Material Management has renlaced the recycling parcentage at Philips, as wa endeavor to reduce total material use. The Circular Material Management percentage
includes circular measures such as waste prevented, reuse and other recovery, but excludes waste defivered to landfill and incineration fwith and without energy recovery) due
to regulatory reguirements.

Circular Revermes

Cireular Revenues are defined by revenues generated through products and solutions that meet speciflc Circular Economy requirements, These include performance and
access-based business models, refurbished, reconditioned and remanufactured products and systams, refurbished, reconditioned and remanufactured components, upgraces
or refurbishment on site or remote, and producis with a recycled plestics content of >25% post-consumer recycled plastics or >30% post-industrial/post-consumer recycled
plastics by total welght of eligible plastics,

Diviglend yiald
The dividend yield is the annual dividend payment divided by Philips’ market capitafization, All refarancas to dividend yield are as of December 31 of the previous year.

EcoHeroes

Philips” *EcoHeroes’ cancept aims to drive innovation beyond our EzoDesign requirements, delivering solutions that are deronstrahly setting the pace in terms of
environmental impact, EcoHeroes ouiperform the relevant benchmark in at least one of the focal areas; any comparative sustainability claim is underpinned by a quantitative
analysis, Our target is to have 25% of total hardware revenue coming from EcoHeroes by 2025,

Employee Engagement Index {FEI]
The Employee Engagement Index (EEI) is the single measure of the overall level of employee engagement at Philips. It is a combination of perceptions and attitudes related to
employee satisfaction, commitment and advocacy.

Energy-using Products [FuP)
An energy-using product is a product that uses, generates, transfers or measures energy (electricity, gas, fossil fuel), Examyples include botlers, computers, telavisions,
transformers, industrial fans and industrial furnaces,

Full-time equivalent employee (FTE)
Full-time equivalent is a way to measure a worker’s involvement in a project. An FTE of 1.0 means that the person is equivalent to a full-time worker, while an FTE of 0.5 signals
that the worker works half-time.

Global Reporting Inttiative {GRI)

The Global Reparting Initiative [GRI) is a network-based organization that ploneered the world's most widely used sustainability reporting frarnework. GRI is commiited to the
framework’s continuous improvement and application worldwide, GRI% core goals include the mainstreaming of disclesure on environmental, social and governance
performance,

Green/EcaDesigned Innovation
Green/EcoDesigned Innovation comprises all R&D activities directly contributing to the intended development of Green/EcoDesigned Products or Green/EcoDesigned
Technologies. Innovation projects are characterized as Green/EcoDesigned based on the innovation brief; this designation is not revised during the project lifetime.

Green/EcoDesigned Products

Green/EcoDesigned Products offer a significant environmental improvement In ane or more Green Focal Areas: Energy efficiency, Packaging, Hazardous substances, Weight,
Circularity, and Lifetime reliability. The life cycle approach is used to determine a product’s overall environmental improvement. It calculates the environmental mpact of a
product aver its total life cycle (raw materials, manufacturing, preduct use and disposal). Green/EcoDesigned Products need to prove leadership in at leasi one Green Focal
Area comparad to industry standards, which is defined by a segment-specific peer groug. This is done either by outperfarming reference products {which can be a competitor
or predecessor product in the particular product family) by at least 10%, by outperforming productspecific eco-requirements or by being awarded with a recognized eco-
performance label. Because of different product partfolios, businesses have specified additional criterta for Green/EcaDesigned Products, including praduct specific minimum
requirements where relevant.



GreenfEcoDesigned Revenues

Green/EcoDesigned Revenues are generated through products and seolutions which offer a significant environmental improvement in one ot more of the Green Focal Areas:
Energy efficiency, Packaging, Hazardous substances, Weight, Circularity, and Lifatime reliability. Green/EcoDesigned Revenues are determined by classifying the environmental
impact of the product or solution over its total life cycle. Philips uses Green/EcoDesigned Revenues as a measure of soctal and economic perfermance in addition to Its
environmental results, The use of this measure may be subject to limitations as it does not have a standardized meaning and similar measures could be determined differently
by other companies, A product or solution that has been determined to contribute to Green/EcoDesigned Revenues will continue to do so until it is decommissioned.

Growth geographies
Growth geographies are the developing geographies comprising of Asla Pacific {(excluding Japan, South Korea, Australia and New Zealandy}, Latin America, Central & Eastern

Eurape, Middle East & Turkey (excluding Israel) and Africa.

Hazardous substances
Hazardous substances are generally defined as substances posing imminant and substantial danger to public health and welfare or the environment.

Income fram operatlons (EBIT}
Income from operations as reported on the IFRS consolidated statement of income. The term EBIT {earnings before interast and tax) has the same meaning as Income from

oparations.

Income fram continuing operations
Incore from continuing eperations as reported on the IFRS consclidated statement of income, which is net income from continuing operations, or net income excluding
discontinued operations.

Large medical equipment
MRI systerns, CT scanners, NIVl systems, DXR equlpment, and |GT Fixed systems. This includes all Main Article Groups {MAGS) in the portfolic of these business units, except for

the MAGS that represent non-life-extending upgrades: ‘T82', 'Q72", '166', 'X19°,'Q71', 'We2', 'P10', 'S08', 's14', ‘Q74', 's47', 's33', '244', 'S6€', *Q76', ‘BI9".

Lean
The hasic insight of tean thinking is that if every person is trained to identify wasted time and effort in their own job and to better work together to improve pracesses by
eliminating such waste, the resulting enterprise will deliver more value at less expense.

Lives improved by Philips

To calculate how many lives we are improving, market Intelligencea and statlstical data on the number of people touched by the products contributing to the sociai or ecological
dimension over the {ifetime of a praduct are multiplied by the number of those products delivered in a year. After eliminatlon of double counts — multiple different product
touches per individual are only counted once - the number of lives Improved by our innovative solutions is calculated.

Long-term strategic partnershlp
Multi-year contractual agreement that represents a parinership to enable long-term collaboration.

Market/Market Group 7
A Market cansists of one or more countries operating as a single organization under a Market Leader. Qur 17 Market organizations are organized in three market groups: North
America, Greater China and International Markets.

Mature gecgraphies
Mature geographies are the highly developed markets comprising of Western Eurcpe, Morth Americs, Japan, South Kerea, Israel, Australia and New Zealand.

Net Promoter Score

Net Promoter Score®, or NPS®, measuras customer exparience and predicts business growth. NPS is calculated by taking the answer to a key question on a G-10 scale: How
likely is it that you would recommend [brand] to a friend or colleague?

Respondents are grouped as follows:

+ Frometers {scare 9-10} are loyal enthusiasts who will keep buying and refer others, fueling growth.
« Passives {score 7-8) ave satisfied but unenthusiastic customers who are vulnerable to competitive offerings.
= Detractars (score 0-6} are unhappy customers who can damage the brand and impede grewth through negative word-of-mouth.

Subtracting the percentage of Detractors from the percentage of Promoters yields the Net Promoter Score, which can range from a low of -100 (if every custorner is a
Detractor) to a high of 100 {if every customer is a Promotet).

Operational carbon footpring

A carbon footprint is the total set of greenhouse gas emissions caused by an organization, event, product or person; usually expressed in kilotonnes CO,-equivalent. Philips'
operational carbon footgrint is caleulated on a monthly basis and includes industrial sites (manufacturing and assembly sites), non-industrial sites {offices, warehouses, IT
centers and R&D facilitias), business travel (lease and rental cars and airplane travel} and logistics {air, sea and road transpaort).

Philips Lighting/Slgnify
References to 'Signify' in this Annual Report relate to Philips' former Lighting segment (prior to deconsolidation as from the end of Novernber 2017 and when reported as
discontinued operations), Philips Lighting M.V, {(befora or after such deconsclidation) or Signify N.W (after its renaming in May 2018), as the context requires.

Polyvinyl chloride {PVC}
Palyvinyl chloride, better known as PVC or vinyl, is an inexpensive plastic so versatile it has become completely pervasive in modern society.

Quadruple Aim
At Philips, we make value-based care principles actionable by addrassing the Quadruple Alm — better health outcomes, improved patient experience, improved staff
experienca, and lower cost of care.

REACH
Registration, Evaluation, Authorization and Restriction of Chemicals {(REACH) is a European Union regulation that addresses the preduction and use of chemical substances, and
their potential impact on bath humnan health and the envitonment.

Responsible Businass Alllance {RBA)
The Responsible Business Alliance [farmerly known as The Electronic Industry Citizenship Coalition (EICC)) was established in 2004 te promote a comimeon cede of conduct for
the electronics and infarmation and communications technology (1CT) industry, FICC now includes more than 100 global companies and their suppliers.

Restriction on Hazardious Substances {RoHS}

The ReH$ Directive prahibits all new electrical and electronic equipment placed on the market in the European Economic Area from containing lead, mereury, eadmium,
hexavalent chremiurn, poly-brominated biphenyls {PBB) or polybrominated diphenyl ethers (PBDE}, except in certain specific applications, in concentrations greater than the
values dedided by the European Commission, These values have been established as 0.01% by weight per iomogeneous material for cadmium and 0.2% for the other five



substances,

Solutlen
A combination of Phllips (and 3rd-party) systems, devices, software, consumables and services, configured and dellvered In a way to solve customer (segrnent}-specific needs
and challengas.

Sustainable Development Goals

The Sustainable Development Goals (5DGs) are a collection of 17 global goals set by the United Nations. The broad goals are intarrelated though sach has its own targets, The
SDGs cover a broad range of social and economic developmant issues, These include poverty, hunger, health, education, climate change, water, sanitation, energy,
environment and social justice,

Sustalnable Innovation

Sustainable Innevation is the Research & Development spend related to the development of new generations of preducts and solutions that address the United Nations
Sustainable Development Goals 3 {Ensure healthy lives and promote well-being for all at ot ages) or 12 (Frsure sustainable consumption ond production patterns). This
includes all Diagnosis & Treatment and Connectad Care innovation spend. In addition, innovation spend that contributes to Green Products and healthy living at Personal
Health is included. Finally, innovation spend at Other that addresses the SDGs 3 and 1 |s included.

vocC

volatile organic compounds {VOCs) are creanic chemicals that have a high vapor prassure at ordinary room temperature. Their high vapor pressure results from a low bailing
paint, which causes large numbers of molecules to evaporate or sublimate from the liquld or solid form of the compound and enter the surrounding air, a trait known as
volatility. )

Voluntary turnover
Voluntary turnover covers all employees who reslgned of their own volition.

Waste Electrical and Electronic Equipmert (WEEE}

‘The Waste Electrical and Electronic Equipment Directive {WEEE Directive) is the European Cormmunity directive on waste electrical and electrenic aquipment setting collection,
recycling and recovery targets for all types of electrical goods. The directive imposes the responsibility for the disposal of waste electrical and electrenic equipment on the
manufacturers of such equipment.

Weighted Average Statutory Tax Rate (YWASTR)

The reconciliation of the effective tax rate Is based an the applicable statutory tax rate, which Is 2 weighted average of all applicable jurisdictions, This weighted average
statutory tax rate (WASTR} Is the aggregation of the result before tax multiplied by the applicable statutory tax rate without adjustment for Josses, divided by the group resuit
before tax,



15 Exhibits

Index of exhibits

Eshibit 1 English translation of the Articles of Association of the company {incarporated by reference to Exhibit J to the Annual Report an Fapm 20-F (Flle No. 001-D5146-01) flled with the Securties and Exchange
. ... Commission o 13)

Exhiblt 2 Descriptien of securfties registered under Sectlon 12

{Incorporated Ly reference to Exhibit 2 to the Annual Report on Forin 20-F (Fite No. 001-05146-01) filed with the Securitles and Excl C on February 25, 2020)
The totai amount of long-term debt securities of the company and its subsidiaries authorlzed under any Inslrument does not excead 105 of the total assets of Philips and its subsidiaries on a conselidated basis,
Phifips agrees to furnish caples of any or all such instruments to the Securliles and Exchange Commission upon reguest,

Exilbit 4 fa) Services contract belween the company and RW.O, Jakobs

Exhilit fbh e e o Sarvices conract betwaen the company and A, Bhaltacharya
{Incerporated by reference to Exhiblt 4 {b) to the Annual Report on Form 20-F {File No, 001-05146-01) filed with the Securfties and Exchange Commissfon on February 25, 2020}

Edubitagey "~ T Services contract between the company and M. van Ginncken
(incarporated by refererce to Exhiblt 4 {c) to the Annual Report ot Form 20-F {File No. 001-05146-01} flad with the ies and Exch C i on February 22, 2022)
Exhibit 4 {d} ’ o Glabal Philips Perfarmance Share Plan applicable to tive Board of Management of Koninklijke Philips NX.

{incorporated by reference to Exhibit 4[d) te the Annual Repert on Form 20-F {File Ne. 001-05146-01) filed with the Securities and Exchange Cominission on February 23, 2021)

{3 to the Annual Report on Form 20-F {File No. 001-05146-01) flled with the Securities and Excharge
Commisslon on February 25, 2620}
) List of Subsidiaries,
Exhibit 17 {2) T oo o T o T Cartification of RW,0. Jakohs filed pursuant +o 17 CFR 240 13140},
g‘x'hibl‘t 12 (l!l oo B T T Certification g‘fn.‘élmat"‘r.atll-lir‘yéfi.léa E‘h}ilianl 1o 17 CFR 240. 13a—'1ni:'a)'."

Exhibit13 (s Certification of RW.0: Jakobs furnished pursuant to 17 CFR 240, 138-14[0).

En‘hlbltlli (131 ) éért‘lﬂcaﬁ‘onofﬂ Bhattacharya furnishad pursuant to 17 CIER 290, 13a-14[B). -
hibit 15 {a) i public

10LINS A within the Inline X5

101.5CH YBRL Tasonomy Extension Schema Document.

101.CAL XORL Taxonomy Exlension Calculation Linkbase Document.

. X_IlRI.Tnxonnnw Extens_inn_ Deﬁnlliun'Li||l{i$:1'se.6ucument
XBRL Taxonamy Extension Label Lin
" XBRL Tax: oh Presentatian Linkbase Do

1.0EF

base Document

101 FRE

Signatures
The registrent hereby certifies that it meets all of the requirements for filing en Form 20-F and that it has duly caused and authorized the undersigned te sign this Annual
Report on its behalf.

KONINKLUKE PHILIPS NV

{Registrant]

JSRWO. Jakobs // A Bhattacharya
RW.D. Jakobs A, Bhattacharya
[Chief £xecutive Dfficer, Chalrman of the Board of Management and the Executive Conmittes) {Chtef Financial Ofilcer, Member of the Board of Management and the Executive Committae)

Date: February 21, 2023




Exhibit 8

List of subsidiaries
The following is a list of the company’s subsidiaries {except for certain subsidiaries that, in the aggregate, would not be a "significant subsidiary” as defined in rule 1-02 {w) of
Regulations 5-X as of 31 December 2022}. Unless otherwise stated, the company holds directly or indirectly 100% of the subsidiaries listed below, as of December 31, 2022,
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Exhibit 12 {a)

Certification
|, R\W.C, Jakobs, certlfy that:

1, I have reviewed this Annual Report on Form 20-F of Koninklijke Philips NV, a company incorporated under the laws of The Netherlands;

2. Based on my knowledge, this repart does not contaln any untrue statement of 2 materlal fact or omit to state a material fact necessary to make the statements made, in
light of the circumstances under which such statements were made, not misleading with respect to the period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the financial condition,
results of operations and cash flows of the registrant as of, and for; the periods presented In this regort;

4. The registrant’s other tertifying officer and | are responsible for establishing and maintaining disclosure controls and procedures (as defined in Exchange Act Rules 13a-15(g}
and 15d-15(e}}, and internal control over finandlal reporting {as defined in Exchange Act Rules 13a-15{f) and 15d-15{f}} for the registrant and have;

a) Deslgned such disclosure controls and procedures or caused such disclosure controls and procedures to be desighed under our supervision, te ensure that material
information relating to the registrant, including its consolldated subsidiarias, is made known to us by others within those entities, particularly during the pericd in which this
report is being prepared;

b} Designed such internal control over financial reporting, or caused such Internal contral over financial reporting to be designed under our supervision, to provide
reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external purposes in accordance with generally accepted

accounting principles;

¢) Evaluated the effectiveness of the reglstrant’s disclosure controls and procedures and presented in this report our conclusions about the effectiveness of the disclosure
controls and procedures, as of the end of the period covered by this report based on such evaluation; and

d) Disclosed in this report any change in the registrant’s internal control over financtal reporting that occurred during the period coverad by the Annual Report that has
materially affected or is reasonably likely to materially affect, the registrant’s internal control aver financial reporting; and

5 The registrant’s other certifying officer and | have disclosed, based on aur most recent evaluation of internal contrel over financiai reparting, to the registrant’s auditors and
the audit committee of the registrant’s board of directars (or persons performing the equivelent functions):

a) All significant deficiencles and material weaknesses in tha design or operation of internal control over financial reporting which are reasonably likely to adversely affect
the registrant’s ability to record, process, summarize and report financial information; and

b} Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal control over financial reporting.

Date: February 21, 2023

F5/ RO, Jakobs

" Title: Chief Exerirtive Officer,

f the Board of Ma‘f\‘agement and théméxé;:uﬁv'e'cmﬁn{mée'




Exhibit 12 (b)

Certification
I, A. Bhattacharya, certify that:

1. | have reviewed this Annual Report on Form 20-F of Keninklijke Philips NV, a company incorporated under the laws of The Netherlands;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necassary te make the statements made, in
light of the circumstances under which such statements were made, not misleading with respect to the period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the financlal condition,
results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

4, The reglstrant’s other certifying officer and | are responsible for establishing and maintaining disclosure controls and procedures {as defined in Exchange Act Rules 13a-15(e}
and 15d-15{e)}, and internal cantral over financlal reporting (as defined in Exchange Act Rules 13a-15{f) and 15d-15(f}} for the registrant and have:

a} Designed such disclosure controls and procedures or caused such disclosure controls and procedures to be designed under our supervision, to ensure that material
information relating to the registrant, including its consolidated subsidlaries, Is made known tc us by others within those entities, particularly during the period in which this
report is being prepared,;

b) Designed such internal contrel over financial reporting, or caused such internal control over financial reporting ta be designed under our supetvision, to provide
reasonable assurance regarding the reliability of financial reporting and the preparation of financlal statements for external purposes in accordance with generally accepted

accounting principles;

<) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented In this report our cenclusions about the effectiveness of the disclosure
controls and procedures, as of the end of the peried covered by this report based on such evaluation; and

d) Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the peried covered hy the Annual Report that has
materially affected or is reasonably lkely to materially affect, the registrant’s internal control over financial reporting; and

5, The reglsirant’s other certifying officer and | have disclosad, based on our most recent evatuation of internal control over financial reporting, to the registrant’s auditors and
the audit committes of the registrant’s board of directars {or persons performing the eguivalent functions):

a} All significant deficiendies and material weaknesses in the design or operation of internal control over financizl reperting which are reasenably likely to adversely affect
the registrant’s ahility to recard, process, summarize and report financial information; and

k) Any fraud, whether or not material, that involves management ot other employees who have a significant role in the registrant’s internal control over financial reporting.

Date: Fehruary 21, 2023

Jsf A, Bhattacharya
Name: & Bhattacharya

" itie; Chief Financlal Gfitcer,
Marmber of the Board of Manageﬁ\cﬁt and ihe Executive Commitee




Exhibit 13 {a)

Ceriification

Pursuant to Section 906 of the Sarbanes-Oxley Act of 2002

{Subsections (a} and {b} of Sectlon 1350, Chapter 53 of Title 18, United States Code)

Pursuiant to section 906 of the Sarbanes-Oxley Act of 2002 {subsactions {a) and {b) of section 1350, chapter 63 of title 18, Unlted States Code), the undersigned officer of

Koninklijke Philips N.V., a company incorporated under the laws of The Netherlands {the “Company*}, hereby certifies, to such officer's knowledge, that:

The Annual Repert on Form 20-F for the year ended December 31, 2022 {the “Report”} of the Company fully complles with the requirements of section 13{a) or 15{d) of the
Securities Exchange Act of 1934 and Information contained in the Report fairly presents, in all matarial respects, the financial condition and results of operations of the
Company.

Date: February 71, 2023

o 5/ RO Jakehs
Name: RW.0, Jakobs
Title: Chief fiicer,

Chalrman of the Board of Management and the Execﬁti;.'e 'C'nrrim.iltée ’

The foregoing certification Is being furnished solely pursuant to section 908 of the Sarbanes-Oxlay Act of 2002 {subsections (a] and (b} of section 1350, chapter 63 of itle 18,
United States Cade) and is not being filed as part of the Report or as a saparate disclosure document.



Exhibit 13 {b)

Certification

Pursuant to Section 906 of the Sarbanes-Oxley Act of 2002

{Subsectlons {a} and (b} of Section 1350, Chapter 63 of Title 18, United States Code}

Pursuant to section 906 of the Sarbanaes-Oxlay Act of 2002 {subsections (a} and (b) of section 1350, chapter 63 of title 18, United States Cade), the undersigned officer of
Koninklljke ehilips M.V, a company incorperated under the laws of The Netherlands (the “Company”), hereby certifies, to such officer’s knowledge, that:

The Annual Repart on Form 20-F for the year ended December 31, 2022 (the “Report”} of the Company fully comalies with the requirements of section 13(a} or 15(d} of the
Securities Exchange Act of 1934 and inforration contained in the Report fairly presents, In all material respects, the financial condition and results of aperations of the

Campany.

Date: February 21, 2023

fsf A Bhattacharya

Wame: A. Bhattacharya
. Title: Chief Financial Officer,
tember of the Board of Management and the Executive Committee

The foregeing certification is being furnished seolely pursuant to section 808 of the Sarbanes-Oxley Act of 2002 {subsections (a] and (b} of section 1350, chapter 63 of title 18,
United States Coda) and is not being filed as part of the Report or as a separate disclesure document.



Exhibit 15 ()
Consent of Independant Registered Public Accounting Firm
We consent to the Incerporation by reference Ih the Reglstration Statements {Form 5-8 Nos. 333-140784, 333-151797, 333-157477, 333-165047, 333-172329, 333-179652,

333-186849) of Koninklijke Philips NV, of our reports dated February 21, 2023, with respect to the consolidated financial statements of Koninklijke Philips NV, and the
effectiveness of internal control over financial reporting of Koninklijke Philips M.V, included in this Annual Report {Form 20-F} of Koninklijke Philips N.V. for the year ended

December 31, 2022.

/s Ernst & Young Accountants LLP

Amsterdam, the Netherlands
February 21,2023



Exhibit 4 (a)
Services contract between the company and Mr RW.O Jakobs

The following contract Is the services contract of Mr RW.C Jakebs, contalning terms and conditions for the proyvision of services and other arrangements that apply with effect
from Octaber 15, 2022 {“the Commencement Date”) as member of the Board of Management of Royal Philips (“Koninklijke Philips N”, herelnafter also referred to as “the
Company”}.

1. Commencement of Engagement

a. Subject fo the terms and conditions of this contract for the provision of services {the “Contract”) the Company hereby engages you as independent contractor starting on
the Commencement Date to fulfill the role of member of the Board of Management of the Company as Prestdent & Chief Executive Officer and, in conjunction with such role,
of member of the Executive Committee of the Company. As 2 member of the Executive Committee you will perform your dittles and responsibilities attached to that function
within the corporate governance framework of the Company. In your capacity as member of the Board of Management of the Company you will have and observe ali rights
and ohligations pursuant to the articles of association of the Company, the Rules of Procadure of the Board of Management and Executive Committee, and statutory
provisions. By signing this Contract, you declare that you have received a copy of the Company’s articles of association and abovementioned Rules of Procedure and that you
are familiar with their content.

b. By entering into this Contract all prior contracts of employment and/or prior contracts for the provision of services (if any} with other companies are explicitly terminated,
Furthermare, the terms and conditions set forth in this Contract and its annexes are an integral part of this Contract.

¢. This Contract is a contract for the provision of services, as defined in articles 7:400 and further of the Dutch Civil Code {"DCC*}. You acknowledge and agree that, pursuant to
article 2:132 sectlon 3 DCC, your relationship with the Company and/or this Contract cannot be regarded an employment agreement as defined in article 7,610 DCC and
further.

d, In this Contract the Company and you are together referred to as the “Parties” and each of you as a "Party”,
2. Duration of the Engagement

a. The Contract shall be entered into for a fixed period of time. The Contract shall start on the Commencement Date and shall terminate by operation of lav;, without any prior
notice being required, on the last day of the quarter in which the Annual General Meeting of Sharzhelders of the Company in the fourth calendar year fellowing the
Comimencement Date takes place (the “Contract End Date”), it being understood that far the period between such Annual General Meeting of Shareholders and the Coniract
End Date your shall act as an advisor to the Company.

b. Mo later than six months bafore the Contract End Date the Parties will discuss a possible extension of the Contract. The Contract will terminate in any event, without prior
notice of termination being reguired, at the first day of the month following the month in which you have reached the state pension age based on the AOW (“Algemene
Cuderdomswet”} or future legislation amending the state pansion age based on the AOW.

c. Bath Parties shall have the right to terminate this Contract before the Contract End Date or {if renewed) before any latet Contract expiration date against the end of a
calendar menth by giving written notice of termination, In this respect, the Farties agree to adhere to 2 notice period of six (6) menths. If notice of termination is given by a
Party for urgent cause (‘dringende reden'), no notice period applies far the Party giving notice. For the definition of urgent cause (‘dringende reder’), reference is made to
article 7:678 DCC and further,

d, If you are dismissed by the General Meeting of Shareholders of the Company, or if you resign, as member of the Board of Management of the Company {and, in direct
relation thereta, as member of the Executive Committee of the Company} this Contract is terminated by cperation of law without any prior notice of termination being
required, which termination shall take effect {i} as per the date sk {6) months after the end of the calendar month in which the General Meeting of Shareholders has adopted
the resolution pursuant ta which you are dismissed as member of the Board of Management of the Company, or, as the case may be, (ji) as per the date six (6) months after
the end of the calendar month in which you have submitted your written resignation as member of the Board of Management of the Company. In deviation from the previous
sentence, this Contract shall terminate with immediate effect as from the date per which {i) the General Meeting of shareholders has dismissed you as member of the Board of
Management of the Campany, or, as the case may be, {ii} you have resigned as member of the Board of Management of the Company, In the event such dismissal or
resignation {as the case may be) is given/made for urgant cause (‘dringende reden’). For the definition of urgent cause {'dringende reden'), reference is made to article 7:678
DCCand further.

. In deviation from clause 2 (c}, the Company cannot terminate this Contract during the first twe (2) years of your sickness or incapacity for work (although it can already give
natice of termination), except when natice of termination is given by the Company (i} for urgent cause {‘aringende reden’) ar {ii} prior to the first day of your
sickness/incapacity far work. In deviation from clause 2 (d], in the event of your dismissal as member of the Board of Management of the Company by the General Meeting of
Shareholders during your sickness or incapacity for work other than for urgent cause (‘dringende reden’) and after the first day of your sickness/incapacity for work, this
Contract shall terminate at the later of {i) the date which is six {6} manths after the end of the calendar month in which the General Meeting of Sharehelders has adopted the
resalution pursuant ta which you are dismissed as member of the Board of Management of the Company, or {ii) the date of your recovery from sickness/incapacity for work,
hut no later than at the date on which the Incapacity for work has lasted for two (2} years. For the definition of urgent cause {“dringende reden’}, reference is made to article
7:678 DCC and further. The Parties acknowledge and agree that this clause does not pravent the competent body from dismissing yeu as member of the Board of Management
of the Company.

{. If the Contract is terminated at the initiative of the Company (whereby your dismissal by the Ganeral Maeting of Shareholders as member of the Board of Management of
the Compary shall also be deemed a termination “at the initiative of the Company” for the purposes of this clause) or by mutual agreement {at the initiative of the Company}
hefore the Contract End Date, or before any other expiration date if the Contract has been renewed, other than for urgent cause {'dringende reden’), you shall be entitled to 8
ane off compensation in the amount of one time your Annuzl Base Compensation as definad in clause 3 hereof. For the definition of urgent cause {"dringende reden’),
reference is made to article 7:678 DCC and further. You shall not ke entitled to such payment if the Contract is terminated immediately following a period of your long lasting
slekness or disability which has lasted two years or longer {periods of incapacity for work that follow one another at intervals of less than four weeks shall ba deemed one
consecutive period of incapacity for werk far the purposes of this clause).

g. If the Company does not elect to renew the Contract (e.g. because you are not re- appolnted by the General Meeting of Shareholders of the Company as merber of the
Board of Management of the Company upon expiration of your term of appointment) you shall not be entitled to the compensation referred to ahove under f. but shall instead
be entitled te a lump sum of one time your Annual Base Compensation divided by 12, times the number of months you still have ta serve before reaching the state pension
age based on the AOW (“Afgemene Ouderdomswet") or future legislation amending the state pension age based on the AOW, with a maximum of one time your Annual Base
Compensation.

h, In case of termination of the Contract, you will resign, with effect from a date to be detarmined by the Compasny but ultimately per the effective date of such termination, as
member of the Board of Management and, in direct relation thereto, as member of the Executive Committee of the Company.

i. The compensation as referred to in clauses f) and g) above, shali be deemed to include any amounts that may be payable to you in connection with the enforcement of the
non- campetition clause as set forth in the General Terms of Employment that are —mutatis mutandis — applicable to you.

3. Coempensation

Your annual cormpensation as of the Commencemant Date amounts ta EUR 1,200,000 gross, which amount includes holiday allowances, to be paid in twelve equal monthly



installments after deduction of the statutory tax and social security premiums to be withheld by the Company. Annual review and subsequent upwards adjustment, if any, of
your annual compensation, will be determined st the discretion of the Supervisory Board of the Company and on the advice of the Remuneration Committee of the
Supetvisory Board, Only compensatlon increases determined and approved by the Supervisory Board will replace the compensation amount mentioned above. You will be
informed in writing by means of a compensation statement. The annual compensation as may be amended on the basis of this clause from time to time shall be referred to as
the Annual Base Compensation.

4, Annual Incentive

In addition to the Annual 8ase Compensation, you shall be eligible each year for an annual incentive, subject to certain targets heing mat. This incentive shall be determined
anhually ky the Supervisory Board. You shail be notified in writing of these annual incentive targets.

The en-target (= 100% score} annual Incentive amount to be realizad by you is currently set by the Supervisory Board at 100% of your Annuzl Base Compansation,
The Supervisory Board shall determine in its sole reasonable discretion to what extent the annual incentive targets have been mat.
5. Leng Term Incentive Plan

The Supervlsory Board, where relevant within the framework approved by the Company's General Meeting of Sharehelders, can decide by discretion to grant Parfarmance
Shares under the Global Philips Performance Share Plan and/or other equity related incentives to the members of the Board of Management on a year-to-year bas's, As a
member of the Board of Management you are in principle eligible to participate in such plan.

The Long Term Incentive grant value equals 200% of your Annual Base Compensation,

The Company will provide you, on the first grant date following your appointment by the General Meeting of Shareholders, a new hire grant, This eguals the Long Term
Incentive grant value, pro-rated for time, reduced with the Long Term Incentive grant that you received easdier this year, pro-rated far time. This new hire grant amounts to EUR
314,137,

To improve Phifips’ Corporate Governance and to further align the interests of senior Philips Executives with the interests of our shareholders, you are required to hold a
certain level of Philips shares equal te 400% of your actual Annual Base Compensation. The Supervisory Board may decide to adapt the Philips Share Ownershiz Guidelines on
an annual basis,

The minimum number of Philips shares required to ke held can ba accumulated by:

+ Shares acquired pursuant to any grants under the Philips Long Term Incentive Plan;
» Shares currently owned;
» Shares purchased an the stock market or acquired in any other way.

For Further details you are referred to the Phillps Share Ownership Guidelines Executive Committee in the enclosed Information Package.
6. Claw back

The Supervisory Board may in its scle discretlon but acting in good falth, resolve to recoup some or all of the incentive compensation -including any benefits derived
therefrom-in all appropriate cases (taking into account all relevant factors, including whether the assertlon of a recoupment claim may In its opinion prejudice the interests of
the Company and its group companies In any related proceeding or investigation), granted to you as an Annual Incentive, as Performance Shares grants, as shares acquirad by
yol:under such grants, as other equity related incentive or otharwisa (hareinafter referred to as ‘Incentive Cornpensation’), if:

a. The Incentive Compensation has been paid, granted, vested and/or delivered on the basis of incorrect financial ar other data; or

b, In assessing the extent to which the relevant performance conditions and/or targets In relation to the payment, grant, vesting and/or delivery of the Incentive Compensation
was satisfied, such assessment was based an an error, inaccurate or misleading information or assumptions and that such error, information or assumptions would have
resulted or did in fact result either dirsctly or indiractly in that payment, grant, vesting and/or delivery {or being capable thereof) to a greatar degree than would have been the
case had that error not been made; or

¢. There are circumstances which would allow the Company to terminate this Contract for urgent cause {'dringende recfen’) {whereby for the definition of urgent cause
(‘dringende reder’) reference is made to article 7:678 DCC and further), where such circumstances arose in, or related to, a period relevant to the date of payment, grant,
vesting and/or delivery; or

d. You were involved in, or directly or indirectly responsible for a serious violation of the Philips General Business Principles or applicable law; or
e. The Company or the business in which you workfworked, or for which you were responsible, suffered a material failure of risk management, or

f. Sumething which occurred in the period relevant to the payment, grant, vesting andy or delivery has a sufficiently significant impact on the reputation of the Company or its
group members to justify the operation of a recoupment clalm.

By accepting a payment, grant, vesting and/or delivery of the Incentive Compensation, you agree to fully co-operate with the Company in order to give effect to this clause,

Furthermore by accepting any payment, grant, vesting and/ar delivery of the Incentive Compensation you pravide an irrevacahle power of attorney to the Company to transfer
any shares held by you in the account administered by the Company's global plan administrator and to perfori any other acts necassary or dasirable to give effect to this
clause. This power of attorney is governed by Dutch law exclusively.

7. Pension Rights

As from the Commencemant Date, you shall be included in the Pension Regulations of “Stichting Philips Pensioenfonds” applicable to executives, in respect of your
pensicnable salary up to the current statutory limit of EUR 114,866 which may change from time to time {"Statutory Pensionable Salary*} if and as soon as you meet the
recquirements set out in those pension regulations, In respect of your pensionable salary exceeding the Statutory Pensicnable Salary, you shall be entitled to the pensian
allowance applicable to members of the Executive Comrittee, in accordance with the rules and cenditions governing this pension allewance, The level of the pension
allowance is and remains at the discretion of the Company. Currently the pension allowance far the part of your Aanual Base Compensation exceeding the Statutory
Pensianable Salary is set at 25% of your Annual Base Campensation exceeding the Statutory Pensionable Salary.

8. Car/Mohility Allowance

You are entitled te a monthly Car/Mobility Allowance amounting to EUR 3,080, The Car/ Mobility allowancs can be used for a leasing an electric Vehicle or can be paid out in
menthly (gross) installments,



9. Allowances

+ Business Entertainment Expenses Allowance

With respect to your positlon within the Company, you may be eligible for a fixed allowance for business entertainment expenses, Currently the tax-free allowance in your case
is EUR 29,040 per annum. This sum is meant to enabte you amongst athers to cover the expensas you incur in entertaining guests on behalf of the Company.

+ For the use of your hoeme for representative purposes

You may be eligible for a fixed allowance of EUR 6,200 tax-free per annum to cover use of your own home for representative purposes.

The above-mentioned allowances will be pald In four equal Instaliments at the end of each quarter.

Parties agree that changes in fiscal legislation could make it hecessary or desirable for the Company te change the above arrangement.

10, Senior Executive Ambassador Program

You are inv