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US GAAP basis of presentation
The financial information included in this document is based  
on US GAAP, unless otherwise indicated. As used in this 
document, the term EBIT has the same meaning as Income  
from operations (IFO).

Use of non-US GAAP information
In presenting and discussing the Philips Group’s financial 
position, operating results and cash flows, management uses 
certain non-US GAAP financial measures like: comparable 
growth; EBITA; NOC; net debt (cash); free cash flow; and cash 
flow before financing activities. These non-US GAAP financial 
measures should not be viewed in isolation as alternatives to 
the equivalent US GAAP measures.

Further information on non-US GAAP information and 
 a reconciliation of such measures to the most directly 
comparable US GAAP measures can be found in the chapter 
Reconciliation of non-US GAAP information.

Statutory financial statements and management report
The chapters IFRS financial statements and Company financial 
statements contain the statutory financial statements. The 
introduction to the chapter IFRS financial statements sets out 
which parts of this Annual Report form the management report 
within the meaning of Section 2:391 of the Dutch Civil Code 
(and related Decrees).

Revision and reclassifications
Philips has revised prior-year financials to reflect immaterial 
adjustments of intercompany profit eliminations on inventories 
in the Healthcare sector. Philips has determined that those 
adjustments were not material for each of the individual prior 
years. Further information is provided in the chapter Significant 
accounting policies in the section Revisions and reclassifications.

As of January 1, 2008, Philips’ activities are organized on  
a sector basis, with each operating sector – Healthcare, 
Consumer Lifestyle and Lighting – being responsible for the 
management of its businesses worldwide. The Healthcare sector 
brings together the former Medical Systems division and Home 
Healthcare Solutions (formerly Consumer Healthcare Solutions) 
which has been transferred from Innovation & Emerging 
Businesses. The former Consumer Electronics and Domestic 
Appliances and Personal Care divisions have been integrated in 
the Consumer Lifestyle sector. In addition, key financials of the 
segment Television, part of the sector Consumer Lifestyle,  
have been disclosed separately. As a consequence of the 
aforementioned, prior-year financials have been restated.

Analyses of 2007 compared to 2006
The analysis of the 2007 financial results compared to 2006, and 
the discussion of the critical accounting policies, have not been 
included in this Annual Report. These sections are included in 
Philips’ Form 20-F for the financial year 2008, which is filed 
electronically with the US Securities and Exchange Commission.

Forward-looking statements
This document contains certain forward-looking statements 
with respect to the financial condition, results of operations and 
business of Philips and certain of the plans and objectives of 
Philips with respect to these items, in particular the Outlook 
section of the chapter Our group performance in this Annual 
Report. Examples of forward-looking statements include 
statements made about our strategy, estimates of sales growth, 
future EBITA and future developments in our organic business. 
By their nature, forward-looking 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 those expressed or 
implied by these forward-looking statements.

These factors include, but are not limited to, domestic and 
global economic and business conditions, particularly in light of 
the ongoing recessionary condition prevailing in many markets, 
the successful implementation of our strategy and our ability to 
realize the benefits of this strategy, our ability to develop and 
market new products, changes in legislation, legal claims, changes 
in exchange and interest rates, changes in tax rates, pension 
costs, raw materials and employee costs, our ability to identify 
and complete successful acquisitions and to integrate those 
acquisitions into our business, our ability to successfully exit 
certain businesses or restructure our operations, the rate of 
technological changes, political, economic and other developments 
in countries where Philips operates, industry consolidation and 
competition. As a result, Philips’ actual future results may differ 
materially from the plans, goals and expectations set forth in such 
forward-looking statements. For a discussion of factors that 
could cause future results to differ from such forward-looking 
statements, see also the chapter Risk management.

Third-party market share data
Statements regarding market share, including those regarding 
Philips’ competitive position, contained in this document are 
based on outside sources such as specialized research institutes, 
industry and dealer panels in combination with management 
estimates. Where full-year information regarding 2008 is not  
yet available to Philips, those statements may also be based on 
estimates and projections prepared by outside sources or 
management. Rankings are based on sales unless otherwise stated.

Fair value information
In presenting the Philips Group’s financial position, fair values 
are used for the measurement of various items in accordance 
with the applicable accounting standards. These fair values are 
based on market prices, where available, and are obtained from 
sources that are deemed to be reliable. Readers are cautioned 
that these values are subject to changes over time and are only 
valid at the balance sheet date. When an observable market 
value does not exist, fair values are estimated using valuation 
models, which we believe are appropriate for their purpose. 
They require management to make significant assumptions with 
respect to future developments which are inherently uncertain 
and may therefore deviate from actual developments. Critical 
assumptions used are disclosed in the financial statements. In 
certain cases, independent valuations are obtained to support 
management’s determination of fair values.
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Sustainability
Management summary

In 2008 we made progress against our Sustainability 
Management Agenda, focusing on:

driving the implementation of our EcoVision programs• 
strengthening the energy-efficient and Green Product • 
approach at both Healthcare and Consumer Lifestyle, 
leveraging the experience of our Lighting sector
making our supply chain fully compliant with the • 
Electronic Industry Code of Conduct standard, and
continuing to engage employees on energy efficiency • 
and carbon footprint awareness.

We also focused on achieving the targets defined by 
our Key Performance Indicators, which are set yearly 
to track our progress on the major issues regarding 
sustainability. These KPIs include targets related to 
our EcoVision4 program; diversity and inclusion; 
engagement; health and safety; supplier performance 
and communication.

Results are detailed on the following pages.

EcoVision III

Our EcoVision III environmental action program began 
in 2006 and will run through 2009. EcoVision III calls 
for improvements in all major environmental parameters 
in manufacturing, compared to the base year 2005.

EcoVision III covers the contributors to climate 
change (energy, PFCs and other greenhouse gases), 
water, waste and a selection of the most relevant 
restricted and hazardous substances. For nine out of 
the 13 defined parameters, we realized or exceeded 
the reduction targets by year-end 2008. To achieve 
the defined targets in the four remaining parameters 
– one restricted and three hazardous substances –  
we will work to realize further reductions in 2009. 
However, due to certain production processes, for 
some parameters it may not be possible to achieve  
the stated targets.

Low energy consumption
Our focus on sustainability has resulted in our PowerSave feature in all our MRI 
systems. Not only does this save energy, but the customer saves substantially 
on energy costs compared with competitors. With smart power management 
our MRI systems only consume energy when really needed. Key to achieving 
this is making the right choices in power amplifier technology.  

The Achieva 1.5T product line reduces energy consumption by 28% and 
offers a life cycle assessment improvement of about 10% compared  
to its predecessor.
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EcoVision4

With our latest environmental action program, 
EcoVision4, we have committed to:

generate 30% of total revenues from Green Products • 
by 2012, compared with 15% in 2006
double our investment in Green Innovations to  • 
a cumulative EUR 1 billion, and
further increase the energy efficiency of our operations • 
by 25% by 2012, as well as reduce our total operational 
carbon footprint by 25%, both compared with the 
base year of 2007.

Results for each target are highlighted on the  
following pages.

Green Product sales
Sales from Green Products increased 12.5% in 2008, 
contributing significantly to the total revenue stream. 
As a percentage of the Group total, Green Product 
sales rose to 22.6%, up from 19.8% in 2007. Excluding 
the major acquisitions in 2008 (Genlyte and Respironics), 
the percentage increased to 24.9%.

Consumer Lifestyle contributed most to the overall 
increase with the introduction of 61 Green Products in 
2008. Further progress was also achieved in the Lighting 
sector, where the share of Green Products increased.

Overall, improvements have been predominantly 
realized in our energy efficiency Green Focal Area.

Green Innovations
In 2008 Philips invested approximately EUR 282 million 
in Green Innovations – the Research & Development 
spend related to the development of new generations of 
Green Products and breakthrough Green Technologies.

Philips Healthcare innovation projects consider all of 
the Green Focal Areas and aim to reduce total life 
cycle impact. In particular the sector focuses on reducing 
energy consumption, weight and hazardous substances.

Consumer Lifestyle’s investment in Green Innovations 
is dedicated to the development of new Green Products, 
focusing on further enhancing energy efficiency and on 
closing material loops.

The Lighting sector accounts for more than half of  
the total spend on Green Innovations. The focus is  
on developing new energy-efficient lighting solutions, 
further enhancing current Green Products and driving 
toward technological breakthroughs, such as solid-
state lighting.

Sales of Green Products
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Within Corporate Technologies, Philips Research 
invested approximately EUR 41 million, spread over 
Green Innovation projects focused on meeting global 
challenges related to water, air, waste and energy.

Operational energy efficiency
In absolute terms, total CO2 emissions in 2008 
remained virtually flat at 2.1 million tons CO2 
equivalents, mainly due to the major acquisitions 
(Genlyte and Respironics). Without these additions, 
the footprint would have decreased by nearly 5%.  
CO2 emissions from manufacturing increased 2% in 
absolute terms, but decreased 4% on a comparable 
basis (excluding the acquisitions). We doubled the 
percentage of electricity purchased from renewable 
sources and optimized production. Because we 
reduced facility space, CO2 emissions from non-
industrial operations (offices, warehouses, etc.) 
decreased 7% in absolute terms, and 15% on a 
comparable basis.

CO2 emissions related to business travel decreased 
8% in absolute terms and 11% on a comparable basis, 
due to our strict air travel policy, strong promotion  
of videoconferencing and our green lease car policy. 
CO2 emissions from distribution increased 6% nominally 
and 1% on a comparable basis. Half of these emissions 
are attributable to air transport, which was up 1% 
nominally but down 2% on a comparable basis. Sea 
transport increased 19%, due to various reasons like  
a targeted shift from air to sea transport, new 
acquisitions and shipments moving into our scope 
definition. Road transport increased 2%, but decreased 
7% on a comparable basis, among other things due to 
improved truck utilization.

Operational CO2 efficiency
in tons CO2 equivalents 
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Reducing our operational carbon footprint
Our Roosendaal facility is the first Philips location 
in the Netherlands to run completely on green 
electricity from renewable sources. The lamps 
produced at Roosendaal are mainly Green Products 
– energy-efficient solutions that reduce energy costs 
and CO2 emissions.   

In 2008 the facility started an ‘adoption plan’, donating 
energy-efficient lighting to all primary schools in the 
town. That cut their electricity consumption annually 
by an average of 18% and stopped 33 tons of CO2 
from entering the atmosphere. The project involved 
more than 100 employees, 26 schools and more than 
9,500 lamps.
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