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Creating meaningful innovation
that improves people’s lives
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Our purpose — to improve
people’s health and well-being
through meaningful innovation.

We aim to improve the

lives of 2.5 billion people
per year by 2030*

* 2 billion by 2025; 1.64 billion in 2019



Focused on customer needs 7

The health continuum is at the center of our strategy

Diagnosis & Treatment

Image Guided

Precision Diagnosis Therapy

Personal Health

Connected Care
(Inpatient, outpatient, community, home)




Philips in 2020

EUR 19.5

billion sales

3%

comparable
sales growth

More than 1/3

of sales from solutions

~82,000

employees in over 100 countries




1.75 billion lives
improved in Q4 2020



Continuous Improvement at Philips



Philips Excellence Practices

Process Performance Project Change
Management Management Management Management

Continuous Improvement




3 lines of defense — Philips core tools

Impact

PRIDE

. Problem Solving*

Daily Management

|

W g on hard /
current systemic

problems on your daily

management KPIs or on

red TTIs

» Daily Mana ent is » Teams applying the PS
where wgfse PS for process in typically a
quickefix of urgent few hours or days in a

Oblems month timeframe

Kaizen
event*

}\ ik

Kaizen event is the
Problem Solving
process applied
where we solve a
problem in a fixed
period of time (3-5
days), needing cross-
functional teams at
the Gemba
Successful Kaizen
events require
extensive pre-work

HP > 4
Action
Plans A

Hoshin Action Plan is the

PS process applied to a
created problem (a process
we are trying to build or
improve to drive a
Breakthrough)

HP Action Plans often
contain Kaizen Events

* Additional more sophisticated
problem solving tools may apply
(e.g. from Six Sigma)

CONFIDENTIAL - FOR INTERNAL USE ONLY

Complexity / Time needed



Daily Management

Quick Visual Mgmit.
Indicator
(Where are our biggest
challenges?
What metric are we
measuring? Whao is the
owner?)

Define the Problem
{Performance Trend and
TAGS)

Breakdown of the Gap
(Can be more than one
Pareto)

Actions or
Countermeasures to
"izet the Trains back

running on time"

Department

Key Performance Indicators (KPI)
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PRIDE Problem

P B
defiretion Aescription

T Werd Why THIS problem?
A: Actual + Problem matters?
& Gap - What ¥ you do rething?

& StandartGosl . Tha most wportane?
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Solving
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Why? L Prometions were not included in Forecast
Py e
o {6000 CSL hits)
Why? L Promotions were last minute and not communicated to Demand Planners
Problem (3 weeks in advance)
Why? Time-pressure, there was no meeting to align
Sales & Marketing and Demand planners
Possible causes. Why? k g P
have no short term alignment cycle
Causes

Why? L Process is only designed for mid- & long-term planning
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Go to GEMBA!

Brarstorm on backslice risks.

e What Who When




Continuous Improvement in 2021

Cl partners ~70% of all Leaders

in all parts of organization  Trained in Lean Leadership

1000 Basics matured
Daily Management, Problem
Teams entering the Solving And Kaizen Events

Excellence competition
(up 37% versus last year)



Our ExCo members lead the change

Example from recent global townhall

Disciplined performance management is needed to achieve N,

Remove

Performance of
Perform & n; = | Be data driven
Transform goals forme o e & look out for
must be visible e = watermelons
to improve g o =

RED = opportunity
to improve!

Ask 5-Why
&

Close gaps
by using ) - : _
Problem Solving T Prioritize with -
= . Ea'g improve

and inspire




Philips Excellence Competition
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Philips Excellence
Competition

Philips
Excellence‘k

competition




Why do we have the Philips Excellence Competition?

Program goals

Philips
Excellencé+

iti | Sipgapore, June 2018
competition 4

Why
Driving excellence will help us to achieve our strategic imperatives: (1) better serve
customers and improve quality, (2) boost growth in core business and (3) win with
solutions along the health continuum

How
Sharing of best practices, enabling replication of excellence and strengthening our
Philips culture

\WLEL:
Recognizing and rewarding employees for excellence by giving them a platform to
share, opportunity to learn and network, to replicate best practices globally, exposure
to (senior) leaders, motivating rewards and an amazing experience

Philips. A
Excellenc
<ol




PEC criteria

Living the Philips Behaviors To what extent did the team showcase the Philips Customer First (always©)
behaviors? . Quality & Integrity Always
. Team Up to Win (cross-functional, multi-
disciplinary collaboration- breaking silos)
. Take Ownership to Deliver Fast
. Eager to Improve & Inspire
2 Rigor in execution: The team used visual management strategy to make 0 Examples Daily Mgt: Performance Board, 1-3
. Daily Management performance and progress visible and to spark action Workflow board, Agile, Scrum/Sprint,
(Perform) through PDCA cycles Resource Board, Lean Scheduling
R Hoshin Execution . Examples Hoshin execution: Hoshin reviews,
(Transform) catchball, X-matrix
3 Problem Solving method to The team used a structured Problem Solving method that ~ ° There is a quantified problem definition 1-3
close gaps allowed a fact-based analysis, experimentation/simulation, (TAGS) and rationale
learning at Gemba, focused countermeasures and * Examples: PRIDE, Shainin, Six Sigma, Design
sustainment- thus applying PDCA [hibue
4 Setting a standard: process The team took a process view, a process standard was . A standard was set / improved 1-3
improvement set/improved-capturing best practices into standards that ~ ° The new standard is deployed
were shared and can be replicated (PEPF) SR iheinewdstandardissustaiiied
5 Impact relative to opportunity The team achieved measurable impact on relevant metrics ° KPlis clear & measurable (TAGS) 1-3
(business / financials / customer) . A challenging target was set and met

. The improvements are scalable



The PEC process summarized

Semi finals (virtual)

Philips
Excellence+

competition

" The Pre-filtering Committee is chaired by Hans Mijnans & Carolyn Lum

1000 registered teams in
2021

60 spots available in
Semi Finals (3)

18 best teams proceed to Final

1 PEC Award
1 Quality Award
1 People’s Choice Award




Awards & prizes

2 Awards g Prizes

Philips
Excellence 4
competitior

(!) The 18 best teams of the PEC

2021 competition will receive:
Philips Excellence Award

4 Y

Philips Excellence 5000 Euro in recognition
Quality Award points per team
.
I!
People’s Choice Written recognition from

Award ExCo




An World Finalist from last year:
The eTeam
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Driving eCommerce automation & digitization in healthcare &

Y - We would like to purchase
digitally from you in a more

automated way. Please make
it easy and seamless to do
business with you, Philips!

The eTearﬁ

B2B eCommerce & eProcurement

University Hospital, Utrecht, The Netherlands

Problem statement:
Customers required purchasing through eCommerce / digital

S é+' channels to continue to do business with Philips. We lacked

Exce!:temrp‘,gtmon those capabilities, being significantly behind our competitors.



Delivered through a strong team collaboration of 75+ people

Results in Benelux Global Scaling since
in 2020 PEC in 2020

tencs., L
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The Winners aré...

* Gfembs walk with 85% * Delivered 4 solutions « OIT 264% above target « 20 projects go-lives in
ot customers per customer need via eCommerce/ 10 markets
. |C-J|.|g.f;'ni('ednfo:\d « Enabled . eProcurementin 2020 « Customer onboarding
Igitization a standardization » 70% of orders digitized 200% above target
automation .
« Customers have * Changed and improved * Removed 70% of email e Int. M. OIT: +50% vs
u processes order waste and target YTD
different needs and ) o reducing order
capabilities * Real-time digital ; ing time f * Gained operational
. dashboard for daily processing time from efficiencies by +20%
* Focus on right product management ~2-4 working days to
portfolio _ _ 30 min. * Reduced order
. L d d | ® EStabIlShEd dally processing time by
eaders and sales as management with +50%
ambassadors

various teams

Tools used: i.e. VSM, paretoes, fishboad diagram, Kanban, action trackers, project management & agile



Current Value Stream

Pain Points

Order processing happens with an SLA of 2-4 days
No transparency in order tracking, order history,
availability

75% of total orders are forwarded by mail across
order management departments

Outdated catalogue information leading to
discrepant orders

Philips is not in the workflow of a hospital
Different Philips entities with different kernels;
customers see us as multi-brand

Future Desired Process

Analyses to Prioritize

Various LEAN tools used to drive project success
in non-manufacturing environment
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‘ Systems ‘ ‘ Customers ‘ | Intemal Paople

We dign't contacted
customers via
auestianaires or
> Intarviews

Mo punch-out
solution We didn'c fisten to
aur customers.

We zhways focused on
value instzd of volume:

Our digital capabifites are
notin line with

No daily our customers needs
management or.

periadicly ta

Master data not up £
date

fatic catalogs were

st forquotes o o

Symptoms <
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Lo e
Problem:

1. Automation:

Flat ine (no tend o

0% of order volumes automated in 2018
0%

70% of total arder volumes Hesith Systems
automated by the end of 2020

Causes:

track Mo clear kFl's Organisation is more shared instead of
defined focussed on O than real time updated
We did nat mezsurz o eperaanal corty No standzrd methods to
our performance do eCommerce
Messurement Miieu Methods
Problem (TAGS) 1; Pareto shows that we need to focus on high- 3
[ — snorg e N :
prriemnee e volume orders from hospitals and indirect partners =3
e caneniatin
e ot ane 5 ot st i
e se i commin s e
e e ey
SR W P
prepemsapon ooy oy Does
s d R
+
2. Digital presence: I
abie]
Iy resent in the procure —
D T2 of the el Heakth Spderms order
Diganaiy present inthe procurement workflow of 10% of volume comprises o250 arder, These
our customers by end of 2020 are purchased by both hospitaks and
indinact partners:
E ot S it
reirect Paetnacs: TC B SAE products

Processes and digital capabilities are not in line with our customers needs

¢ couse amoyis i investigate s




PEC brought huge value and fun!

Value of PEC Culture of collaboration Customer visits

* |[dentified major improvement
needs in other areas of the business

* Increased awareness of the project
across the company

* High visibility and support from the
executive leadership resulting in
much faster scaling

Turning fun
ideas into
reality
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