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Top Risks
by likelihood

0 Extreme weather

0 Climate action failure

Human environmental damage
Infectious diseases
Biodiversity loss

Digital power concentration
Digital inequality

Interstate relations fracture
Cybersecurity failure

Livelihood crises
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Top Risks

by impact

Infectious diseases

Climate action failure
Weapons of mass destruction
Biodiversity loss

Natural resource crises

Livelihood crises
Extreme weather
Debt crises

IT infrastructure breakdown
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Have you incorporated TCFD disclosures into your investment analysis to date?
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M Yes [ No, but planning to by the end of 2020
I No, but planning to after 2020 I No, and no confirmed plan to do so
M No response
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Percentage by Organization Type
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B Yes B No, but planning to by the end of 2020
& No, but plan to after 2020 Il No, and no confirmed plan to do so
Il No response
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Philips does not classify these risk categories in order of importance.

Rizk appetite Very low Low Meadium High Very high

il |
-

Behavior towards risk Aversa Prudent ‘ Balanced
Strategic

Eir ETRIFIE ITiAr =1L I elleciual Pr ety

Dperational

Financial
o Tre ry=relaier

AT B partir

Compliance

ERIFR : Philips, Annual Report 2019

35



[FE 5] [l Bz
e

Risk Management

In order to provide a comprehensive view of Philips
risks, structuraed risk assessments take place according
to the Philips risk management process standard,
applying a top-down and bottom-up approach. The
process is supported by workshops with management
at Group, Business, Market and Group Function levels,
During 2019, several risk management workshops were
Felet.

Risk management process

Establish risk
environment

Executive

Reporting and
communication

Businesses Respaond
Markets to risk

Key elements of the Philips risk management policy are:

=  Management of Businesses, Markets and key
Functions perform a risk assessment at least once a
year, taking their strategic plan into consideration.
Risks are assessad and prioritized hased on impact,
likelinood and effectiveness of controls, and
appropnate nsk responses are implemented:

P
SE=§:

8B JE

= Management monitors developments in the sk
profile and risk response effectiveness. which are
discussed each quarter in Audit & Risk Commitiees
and Performance Reviews:

- As an integral part of the strategy review, each year
the Executive Commitlee assesses the enterprise risk
profile and reviews the potential nsk iMmpact versus
group nsk appetite. This risk assessment takes into
account varnous inputs such as risk assessments of
Businesses, Markets and Functions, findings from
Philips Internal Audit, Legal and Insurance, the
matenality analysis (refer 10 Sustainability
statements). views from management and external
research:

- Developments in the enterprise risk profile and
management’s initiatives o improve risk responses
are also discussed and monitored durnng the
quarterly meeting of the Audit Committee of the
Supenvisory Board:;

- AL least once a year the Executive Committee
reviews the Philips risk management policy,
including risk appetite, and the nsk management
approach, and improves the nsk management
framework as and when required;

- The Philips risk management policy, nsk profile and
the risk management framework are discussed at
least once a year with the Audit Committee of the
Supervisory Board and with the full Supernisorny
Board.

Exampies of measures taken during 2019 to further
strengthen risk management:

«  Update of Philips Business System, including the risk
management policy and standard, with more explicit
requirerments for management of risk, compliance
requirements and controls;

A E A EIE R (EAE R E R
mie - W EEEEREEEGIRS
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¢ DlTop-down EZBottom- up
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