PHILIPS

(Philips Lighting N.V., a public company with limited liability (naamloze vennootschap) incorporated under the laws of the Netherlands, with its corporate seat in Eindhoven, the Netherlands)

Initial Public Offering of 37,500,000 ordinary shares

Koninklijke Philips N.V. (the “Selling Shareholder”) is offering 37,500,000 ordinary shares in the share capital of the Company (as defined below) with a nominal value of €0.01 each
(the “Offer Shares”, which include, unless the context indicates otherwise, the Over-Allotment Shares (as defined below)). Assuming no exercise of the Over-Allotment Option (as defined
below), the Offer Shares will constitute 25% of the issued and outstanding ordinary shares in the share capital of the Company with a nominal value of €0.01 each (the “Ordinary Shares”).
Except where the context otherwise requires, references to the Ordinary Shares will be deemed to include the Offer Shares. Assuming the Over-Allotment Option is fully exercised, the Offer
Shares will constitute 28.75% of the Ordinary Shares. See “The Offering”.

The offering of the Offer Shares (the “Offering”) consists of (i) a public offering in the Netherlands to institutional and retail investors and (ii) a private placement to (a) investors outside
the Netherlands and the United States of America (the “U.S.” or “United States”) subject to applicable exemptions from the prospectus requirements and (b) investors in the United States
reasonably believed to be “qualified institutional buyers” (“QIBs”) as defined in Rule 144A under the U.S. Securities Act of 1933, as amended (the “U.S. Securities Act”) (“Rule 144A”). All
offers and sales in the United States will be made only to persons reasonably believed to be QIBs in reliance on Rule 144A. All offers and sales outside the United States will be made in
compliance with Regulation S under the U.S. Securities Act (“Regulation S”).

Prior to the Offering, there has been no public market for the Ordinary Shares. Application has been made to list and admit all of the Ordinary Shares to trading under the symbol “LIGHT”
on Euronext in Amsterdam, a regulated market of Euronext Amsterdam N.V. (“Euronext Amsterdam”). Subject to acceleration or extension of the timetable for the Offering, trading on an
“as-if-and-when-delivered” basis in the Ordinary Shares on Euronext Amsterdam is expected to commence on or about 27 May 2016 (the “First Trading Date”).

The price of the Offer Shares (the “Offer Price”) is expected to be in the range
of €18.50 to €22.50 (inclusive) per Offer Share (the ‘“Offer Price Range”)

The Offering will take place from 9:00 Central European Time (“CET”) on 16 May 2016 until 12:00 CET on 26 May 2016 for prospective institutional investors and from 9:00 CET on
16 May 2016 until 17:30 CET on 25 May 2016 for prospective retail investors (the “Offering Period™), subject to acceleration or extension of the timetable for the Offering, and subject as set
out below for the Preferential Retail Allocation (as defined below). The Offer Price Range is indicative. The Offer Price and the exact number of Offer Shares offered in the Offering will be
determined by the Selling Shareholder, after consultation with the Company and the Joint Global Coordinators (as defined below), after the end of the Offering Period on the basis of the
bookbuilding process and taking into account economic and market conditions, a qualitative and quantitative assessment of demand for the Offer Shares and other factors deemed appropriate.
The Offer Price and the exact numbers of Offer Shares to be sold will be stated in a pricing statement (the “Pricing Statement”) which will be published through a press release and filed with
the Netherlands Authority for the Financial Markets (Stichting Autoriteit Financiéle Markten, the “AFM”). Prior to the allocation of the Offer Shares (the “Allocation”), the number of Offer
Shares can be increased or decreased and the Offer Price Range can be changed. Any change of the Offer Price Range on the last day of the Offering Period will result in the Offering Period
being extended by at least two business days; any change of the Offer Price Range on the day prior to the last day of the Offering Period will result in the Offering Period being extended by at
least one business day. In this case, if the Offering Period for Dutch Retail Investors (as defined below) would already have closed, this Offering Period for Dutch Retail Investors would be
reopened. Accordingly, all investors, including Dutch Retail Investors, will have at least two business days to reconsider their subscriptions. Any such change in the number of Offer Shares
and/or the Offer Price Range will be announced in a press release.

There will be a preferential allocation of Offer Shares to eligible retail investors in the Netherlands (the “Preferential Retail Allocation”). Each eligible retail investor in the Netherlands
(each a “Dutch Retail Investor”) will be allocated the first 250 (or fewer) Offer Shares for which such investor applies, provided that if the total number of Offer Shares subscribed for by
Dutch Retail Investors under the Preferential Retail Allocation would exceed 10% of the total number of Offer Shares, assuming no exercise of the Over-Allotment Option, the preferential
allocation to each Dutch Retail Investor may be reduced pro rata to the first 250 (or fewer) Offer Shares for which such investor applies. As a result, Dutch Retail Investors may not be allocated
all of the 250 (or fewer) Offer Shares that they apply for. The exact number of Offer Shares allocated to Dutch Retail Investors will be determined after the Offer Period has ended. To be
eligible for the Preferential Retail Allocation, Dutch Retail Investors must place their subscriptions during the period commencing on 16 May 2016 at 9:00 CET and ending on 25 May 2016 at
17:30 CET through financial intermediaries.

Subject to acceleration or extension of the timetable for the Offering, payment (in euro) for, and delivery of, the Offer Shares (“Settlement”) is expected to take place on or about 31 May
2016 (the “Settlement Date”). If Settlement does not take place on the Settlement Date as planned or at all, the Offering may be withdrawn, in which case all subscriptions for Offer Shares will
be disregarded, any allotments made will be deemed not to have been made and any subscription payments made will be returned without interest or other compensation. Any transactions in
Offer Shares prior to Settlement are at the sole risk of the parties concerned. The Company, the Selling Shareholder, ING (as defined below) as listing and paying agent (the “Listing and
Paying Agent”), the Underwriters (as defined below), the Financial Adviser (as defined below) and Euronext Amsterdam N.V. do not accept responsibility or liability towards any person as a
result of the withdrawal of the Offering or the (related) annulment of any transactions in Offer Shares.

INVESTING IN THE OFFER SHARES INVOLVES RISKS. SEE “RISK FACTORS” BEGINNING ON PAGE 51 OF THIS PROSPECTUS FOR A
DESCRIPTION OF CERTAIN RISKS THAT SHOULD BE CAREFULLY CONSIDERED BEFORE INVESTING IN THE OFFER SHARES.

Philips Lighting N.V. (at the date of this prospectus (the “Prospectus”) still a private limited liability company (besloten vennootschap met beperkte aansprakelijkheid) named Philips
Lighting NewCo B.V.) (the “Company”) will be converted into a public company with limited liability (naamloze vennootschap) prior to Settlement.

Goldman Sachs International and J.P. Morgan Securities plc (“J.P. Morgan™) are acting as joint global coordinators (in such and any other capacity, the “Joint Global Coordinators”)
and, together with Citigroup Global Markets Limited (“Citigroup”), ING Bank N.V. (“ING”), Morgan Stanley & Co. International plc (“Morgan Stanley”) and Société Générale Corporate &
Investment Banking (“Société Générale™) as joint bookrunners for the Offering (the “Joint Bookrunners”). ABN AMRO Bank N.V. (“ABN AMRO”) and Codperatieve Rabobank U.A.
(“Rabobank”) are acting as co-bookrunners (the “Co-Bookrunners”) and together with the Joint Global Coordinators, the Joint Bookrunners, the “Underwriters™) for the Offering. N.M.
Rothschild & Sons Limited (“Rothschild”) is acting as the financial adviser to the Selling Shareholder for the Offering (the “Financial Adviser”).

The Offer Shares will be delivered in book-entry form through the facilities of Nederlands Centraal Instituut voor Giraal Effectenverkeer B.V. (“Euroclear Nederland™).

The Selling Shareholder expects to grant the Joint Global Coordinators, on behalf of the Underwriters, an option (the “Over-Allotment Option™), exercisable within 30 calendar days after
the First Trading Date, pursuant to which Goldman Sachs International, as the stabilization manager (the “Stabilization Manager™), may require the Selling Shareholder to sell at the Offer
Price up to a number of Ordinary Shares equal to 15% of the total number of Offer Shares sold in the Offering (the “Over-Allotment Shares”), to cover over-allotments or short positions, if
any, in connection with the Offering.

The Offering is only made in those jurisdictions in which, and only to those persons to whom, the Offering may be lawfully made. The Company is not taking any action to permit a public
offering of the Offer Shares in any jurisdiction outside the Netherlands.

The Ordinary Shares have not been, and will not be, registered under the U.S. Securities Act or with any securities regulatory authority of any state or other jurisdiction in the
United States, and are being offered and sold: (i) in the United States only to persons reasonably believed to be QIBs in reliance on Rule 144A; and (ii) outside the United States in
compliance with Regulation S. Prospective purchasers are hereby notified that sellers of Offer Shares may be relying on the exemption from the provisions of Section 5 of the U.S.
Securities Act provided by Rule 144A. The distribution of this Prospectus, the offer and sale of the Offer Shares in certain jurisdictions may be restricted by law. Persons in
possession of this Prospectus are required to inform themselves about and to observe any such restrictions. Each purchaser of Offer Shares, in making a purchase, will be deemed to
have made certain acknowledgements, representations and agreements as set out in “Selling and Transfer Restrictions”. Prospective investors in the Offer Shares should carefully
read “Selling and Transfer Restrictions”.

This Prospectus constitutes a prospectus for the purposes of Article 3 of Directive 2003/71/EC of the European Parliament and of the Council, and amendments thereto (including those
resulting from Directive 2010/73/EU) (the “Prospectus Directive”) and has been prepared in accordance with Section 5:9 of the Dutch Financial Markets Supervision Act (Wet op het
financieel toezicht; the “FMSA”) and the rules promulgated thereunder. This Prospectus has been approved by and filed with the AFM.

Joint Global Coordinators and Joint Bookrunners
Goldman Sachs International J.P. Morgan

Joint Bookrunners

Citigroup ING Morgan Stanley Société Générale
Corporate & Investment Banking
Co-Bookrunners
ABN AMRO Rabobank
Financial Adviser to the Selling Shareholder
Rothschild
This Prospectus is dated 16 May 2016
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SUMMARY

Summaries are made up of disclosure requirements known as ‘Elements’. These Elements are numbered
in Sections A —E (A.1 - E.7).

This summary contains all the Elements required to be included in a summary for this type of security and
issuer. Because some Elements are not required to be addressed, there may be gaps in the numbering sequence
of the Elements.

Even though an Element may be required to be inserted in the summary because of the type of securities
and issuer, it is possible that no relevant information can be given regarding the Element. In this case a short
description of the Element is included in the summary together with an indication that such Element is ‘not
applicable’.

Section A —

Introduction and Warnings

Al

Introduction and warnings

This summary should be read as an introduction to the
prospectus (the “Prospectus”) relating to the offering (the
“Offering”) by Koninklijke Philips N.V. (the “Selling
Shareholder”) of 37,500,000 ordinary shares in the share
capital of the Company (as defined below) with a nominal
value of €0.01 each (the “Offer Shares”, which include, unless
the context indicates otherwise, the Over-Allotment Shares (as
defined below)), and the admission to listing and trading of the
ordinary shares, with a nominal value of €0.01 each, in the
share capital of the Company (the “Ordinary Shares”) on
Euronext in Amsterdam, a regulated market of Euronext
Amsterdam N.V. (“Euronext Amsterdam”). Except where the
context otherwise requires, references to the Ordinary Shares
will be deemed to include the Offer Shares. Assuming no
exercise of the Over-Allotment Option (as defined below), the
Offer Shares will constitute 25% of the issued Ordinary Shares.
Assuming the Over-Allotment Option is fully exercised, the
Offer Shares will constitute 28.75% of the Ordinary Shares.
Any decision to invest in the Ordinary Shares should be based
on a consideration of the Prospectus as a whole by the investor.
Where a claim relating to the information contained in the
Prospectus is brought before a court, the plaintiff investor
might, under the national legislation of the Member States,
have to bear the costs of translating the Prospectus before the
legal proceedings are initiated. Civil liability attaches only to
those persons who have tabled the summary including any
translation thereof, but only if the summary is misleading,
inaccurate or inconsistent when read together with the other
parts of the Prospectus, or it does not provide, when read
together with the other parts of the Prospectus, key information
in order to aid investors when considering whether to invest in
the Ordinary Shares.

A2

Consent, indication, conditions and
notice

Not applicable. The Company does not consent to the use of
the Prospectus for the subsequent resale or final placement of
Offer Shares by financial intermediaries.




Section B — The Issuer

B.1

Legal and commercial name of the
Company

Philips Lighting N.V., at the date of the Prospectus still a
private limited liability company (besloten vennootschap met
beperkte aansprakelijkheid) named Philips Lighting NewCo
B.V. (the “Company”), will be converted into a public
company with limited liability (naamloze vennootschap) prior
to settlement of the Offering (“Settlement”).

B.2

Domicile, legal form, legislation
and country of incorporation

The Company is a private limited liability company (besloten
vennootschap met beperkte aansprakelijkheid) incorporated
under the laws of the Netherlands. The Company will be
converted into a public company with limited liability
(naamloze vennootschap) prior to Settlement. The Company
has its corporate seat (statutaire zetel) in Eindhoven, the
Netherlands.

B.3

Key factors relating to the nature of
the Group’s operations and its
principal activities

The Company together with its subsidiaries within the meaning
of Section 2:24b DCC (each a “Group Company”, and
together with the Company, the “Group”) is a global market
leader in the general lighting market measured by sales with
recognized expertise in the development, manufacturing and
application of innovative lighting products, systems and
services. The Group has pioneered many of the key
breakthroughs in lighting over the past 125 years, including
incandescent lighting, high-intensity discharge (“HID”) lamps,
fluorescent lighting and compact fluorescent lamps (“CFL”),
and has been a driving force behind several technological
transitions, laying the basis for its current strengths and its
leading position in the transition of the lighting industry from
conventional lighting technologies to light-emitting diode
(“LED”) lighting technologies as well as lighting systems
(including connected lighting systems) and services. The Group
has a strong track record in innovation and invests heavily in
research and development (“R&D”) (for the year ended
31 December 2015, 4.9% of sales) to stay at the forefront of
technological developments. It has a strong patent portfolio
with over 14,000 patent rights, which it believes is more than
any of its competitors, and a licensing program with over 600
licensees as of 31 March 2016.

The Group believes that it is well positioned across the lighting
value chain and has a focus on the general lighting market. The
Group’s light source product portfolio includes incandescent
lamps, halogen lamps, fluorescent lamps, linear fluorescent
lamps (“LFL”), CFLs, HID lamps and LED lamps. In addition,
the Group offers electronic components, such as electronic
ballasts and drivers, as well as complete luminaires for
consumers and professional users. The Group also places
emphasis on offering innovative, integrated and customized
lighting systems and services, including light management
systems and value-added services such as energy audits, light
design and engineering as well as remote monitoring and
managed services. The Group’s products are used for
illumination and visualization in a variety of applications for
general lighting, in particular residential, road and street,
architectural, office, industrial, retail and hospitality lighting.
The Group also produces light sources and systems for special
applications, such as projection, cinema, entertainment,
city beautification (i.e., dynamic architectural lighting) and




horticulture as well as water purification (e.g., disinfection with
ultraviolet radiation). The combined LED and automotive
lighting components businesses (“Lumileds”) of Royal Philips
(as defined below) were separated into a stand-alone company
in 2015. The lighting components and automotive lighting
businesses are not reflected in the financial results of the
Group.

The Group’s business is organized and managed on a
functional basis by technology and end-markets through four
operating business groups: BG Lamps, BG LED, BG
Professional and BG Home (“Business Groups” or “BGs”).
BG Lamps comprises the Group’s conventional lamps and
lamp electronics businesses; BG LED comprises the Group’s
LED lamps and LED electronics businesses; BG Professional
comprises the Group’s professional Iuminaires, lighting
systems and services businesses; and BG Home comprises the
Group’s consumer luminaires and home systems businesses.
Each Business Group is responsible for the development of its
strategy, product portfolio and the production and sourcing of
its products. In addition, the Group’s commercial organization
is structured along four geographical market groups to manage
its global sales channels: Europe, Americas, Growth Markets
and Greater China (“Market Groups” or “MGs”).

The Group has a global reach with commercial activities that
cover approximately 180 countries. The Group has operational
manufacturing plants in 22 countries in all major regions of the
world, and more than 70 sales offices worldwide. The Group
handles commercial activities in countries without a sales
organization via independent distributors and agents who
cooperate closely with the Group’s international sales
organization.

The Group has secured the right to use the Philips brand for
products and services for an initial period of ten years
following the separation of the Group from Royal Philips (the
“Separation”). This term may be extended with two periods of
five years if certain financial targets in terms of net turnover
are met and provided that the Group as licensee has acted in
compliance with the conditions of the trademark license
agreement. The brand license is subject to royalty payments.
The Group expects that the net effect of the royalty payment to
be made to Royal Philips under the trademark license
agreement annually will be approximately €20 million higher
than the historical costs allocated to the Group for promotion of
the Philips brand that are reflected in the Combined Financial
Statements (as defined below) for the year ended 31 December
2015.

For the year ended 31 December 2015, the Group’s sales were
€7,465 million (2014: €6,981 million; 2013: €7,129 million),
the Group’s income from operations was €331 million (2014:
€41 million; 2013: €213 million), the Group’s adjusted
EBITDA (unaudited) was €739 million (2014: €665 million;
2013: €659 million) and the Group’s free cash flow (unaudited)
was €632 million (2014: €355 million; 2013: €84 million). For
the three-month period ended 31 March 2016, the Group’s sales
were €1,702 million, the Group’s income from operations was
€71 million, the Group’s adjusted EBITDA (unaudited) was
€161 million and the Group’s free cash flow (unaudited) was
€(78) million. As of 31 March 2016, the Group employed
approximately 36,350 full time equivalent personnel worldwide.




B.4a

Significant recent trends

The general lighting market is in a technological transition
from conventional lighting technologies to LED lighting
technologies. In addition, the general lighting market is
currently undergoing a rapid transformation, mainly driven by
three underlying trends:

e The increasing need for light;
e The increasing demand for more efficient light; and

e The increasing demand for digital lighting.

B.5

Description of the Group and the
Company’s position therein

The Company is a holding company without material direct
business operations. The principal assets of the Company are
the equity interests it directly or indirectly holds in its Group
Companies.

B.6

Shareholders of the Company

The Selling Shareholder is the only holder of Shares (as
defined below)(a “Shareholder”) that holds (either directly or
indirectly) a substantial interest (substantié¢le deelneming, i.e., a
holding of at least 3% of the share capital of voting rights as
defined in the Dutch Financial Markets Supervision Act (Wet
op het financieel toezicht) in the Company as of the date of the
Prospectus. The Selling Shareholder holds 100 Ordinary
Shares, or 100% of the Company’s total issued and outstanding
share capital as of the date of the Prospectus.

Each Share gives the right to cast one vote at the general meeting
of the Company (“General Meeting”). All Shareholders have
the same voting rights.

B.7

Selected historical key financial
information

This Prospectus contains combined financial information of the
Group, which has been derived from the combined financial
statements of the Group as of and for the years ended
31 December 2015, 31 December 2014 and 31 December 2013
which have been prepared in accordance with IFRS as adopted
by the EU and in accordance with IFRS as issued by the IASB
(the “Combined Financial Statements”) and is based on the
consolidated financial statements of the Selling Shareholder
together with its subsidiaries within the meaning of Section
2:24b DCC (“Royal Philips™) and its accounting records. The
Combined Financial Statements have been prepared based on
“carve-out” financial information from the consolidated
financial statements of Royal Philips for the purpose of
presenting the financial position, results of operations and cash
flow of the Group on a stand-alone basis. The Group
historically did not exist as a reporting group and therefore
previously no separate (statutory) consolidated financial
statements were prepared. As a result, the Combined Financial
Statements do not necessarily reflect what the Group’s results
of operations, financial condition and cash flows would have
been had the Group operated as a separate, stand-alone group
during the periods presented in the Prospectus and are not
necessarily indicative of the Group’s future results of
operations, financial condition or cash flow.

This Prospectus also contains the condensed combined interim
financial statements of the Group for the three-month periods
ended 31 March 2016 and 2015 and the accompanying notes
(the “Condensed Combined Interim Financial Statements™).
The Condensed Combined Interim Financial Statements have
been prepared on the basis of IAS 34.




Combined Statements of Income

For the three
months ended
31 March For the year ended
In € millions (unaudited) 31 December
2016 2015 2015 2014 2013
Sales ................... 1,702 1,727 7,465 6,981 7,129
Costofsales ............. (1,075) (1,106) (4,810) (4,671) (4,573)
Grossmargin............ 627 621 2,655 2,310 2,556
Selling expenses . ......... (430) (430) (1,751) (1,657) (1,722)
Research and development
EXPeNSes .. ............ 90) (88) (366) (395) (375
General and administrative
EXPENses ... ........... “49) (50) (233) (223) (233)
Impairment of goodwill . ... 2 — — 2) (26)
Other business income . . . .. 18 2 48 13 31
Other business expenses . . . . 3 — 22) 5 18
Income from operations . . . 71 55 331 41 213
Financial income ......... 4 — 3 3 3
Financial expenses ........ (28] 2 an ©)] 4)
Income before taxes . ... .. 54 53 323 35 212
Income tax expense ....... 40) (23) (83) (66) (45
Income after taxes ....... 14 30 240 31) 167
Results relating to
investments in
associates ............. — — — 2 1
Net income (loss) ......... 14 30 240 29) 168
Combined Balance Sheets
As of
31 March
In € millions (unaudited) As of 31 December
2016 2015 2014 2013
Non-current assets
Property, plant and
equipment:
Atcost ............ 2,634 2,620 2,840 2,767
Less accumulated
depreciation . . . .. (2,031) (1,986) (2,118) (1,937)
Total property, plant and
equipment ........... 603 634 722 830
Goodwill .............. 1,781 1,844 1,676 1,458
Intangible assets:
Atcost............ 2,196 2,192 2,120 1,799
Less accumulated
depreciation . . ... (1,391) (1,336) (1,214) (1,027)
Total intangible assets . .. 805 856 906 772
Non-current
receivables .......... 16 20 10 8
Investments in
associates ........... 23 23 24 27
Other non-current
financial assets ....... 58 8 23 22
Deferred tax assets ...... 409 259 241 212
Other non-current
assets .............. 19 15 4 4
Total non-current
assets .............. 3,714 3,659 3,606 3,333




In € millions

Current assets
Inventories ............
Other current assets .. ...
Derivative financial
assets ... ...
Income tax receivable ...
Receivables:
Accounts
receivable . . .. ...
Accounts receivable
from related
parties — Royal
Philips .........
Other current
receivables . .. ...

Total receivables .......
Assets classified as held
forsale .............
Short-term loans
receivable from Royal
Philips ..............
Cash and cash
equivalents ..........

Total current assets . ...
Total assets ...........

Equity
Owner’s net investment . .
Non-controlling

interest .............

Business equity ........

Non-current liabilities
Long-termdebt .........
Long-term provisions . . ..
Deferred tax liabilities . ..
Other non-current
liabilities . ...........

Total non-current
liabilities ...........

Current liabilities
Short-termdebt . . .......
Short-term loans payable
to Royal Philips ......
Derivative financial
liabilities ............
Income tax payable .....
Account and notes
payable:
Trade creditors . . . ..
Accounts payable to
related parties —
Royal Philips . ...

Total account and notes
payable .............
Accrued liabilities .. ....
Short-term provisions . . . .
Liabilities associated with
assets classified as held
forsale .............
Other current liabilities . .

Total current
liabilities ...........

Total liabilities ........

Total liabilities and
business equity . .....

As of

31 March
(unaudited) As of 31 December
2016 2015 2014 2013
1,010 988 996 983
48 46 65 52
10 9 17 20
30 25 8 7

1,344 1,436 1,455 1,289

65 83 3 13

103 80 87 69
1,512 1,599 1,545 1,371

52 34 20 15
207 — — —
353 83 75 49

3,222 2,784 2,726 2,497
6,936 6,443 6,332 5,830

3,011 3,513 3,495 3,297

110 103 88 2
3,121 3,616 3,583 3,299

18 2 41 6
678 350 461 348
38 126 150 132
320 159 158 145
1,054 637 810 631
95 86 49 2
645 — — —
13 7 15 22
23 6 14 10
765 940 847 867
147 111 37 20

912 1,051 884 887

404 459 447 459
266 263 240 227
10 6 — —
393 312 290 293

2,761 2,190 1,939 1,900
3,815 2,827 2,749 2,531

6,936 6,443 6,332 5,830
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Combined Statements of Cash Flows

In € millions

Cash flows from operating
activities
Net income (loss)

Depreciation, amortization &
impairments of non-financial
assets

Impairment of non-current
financial assets

Net gain on sale of assets

Interest income

Interest expense on debt,
borrowings and other
liabilities

Income tax expense

Share-based compensation

Decrease (increase) in working
capital

Decrease (increase) in
receivables and other
current assets

Decrease (increase) in
inventories

Increase (decrease) in
accounts payable, accrued
and other current
liabilities

Increase (decrease) in non-current
receivables, other assets and
other liabilities

Increase (decrease) in
provisions

Decrease (increase) in assets
classified as held for sale

Interest paid

Income taxes paid

Net cash provided by operating
activities

Cash flows from investing
activities
Net capital expenditures
Additions of intangible
assets
Capital expenditures on
property, plant and
equipment
Proceeds from disposal of
property, plant and
equipment
Proceeds from other non-current
financial assets
Purchase of businesses, net of
cash acquired
Dividends received from
investments in associates

Net cash used in investing
activities

For the three
months ended
31 March For the year ended
(unaudited) 31 December

2016 2015 2015 2014 2013

14 30 240 (29) 168
78 73 315 381 390
3 — 4 — -
n — 26 @ O
4 — 3 3 0

40 23 83 66 45
6 7 24 2 27
(102) 79 209 (33) (231)
28 28 —  (17) (206)
(47) (65) 29 114 (94)
(83) 116 180 (130) 69
63) 2 (29 4
(G1) (23) (79) 116  (86)
- = — (H (M
on @ @ 6 —
(7 (1) (26) 43) (54)
(60) 184 717 478 262
(18) (28) (85) (123) (178)
4) (8 (38 (51) (38)
(16) (20) (98) (109) (159)
2 — 51 37 19
— 17 31 —  —
— 3 A1 (125 —
- - = n 2
(18) (14) (65) (249) (176)




For the three
months ended
31 March For the year ended
In € millions (unaudited) 31 December

2016 2015 2015 2014 2013

Cash flows from financing

activities
Funding by (distribution to) Royal

Philips ............... ... (349) (149) (626) (200) (95)
Capital contribution from Royal

Philips .................... 692 —
Proceeds from issuance

(payments) of debt .......... 3 24 (12 (1) )
Net cash used for financing

activities .................. 346 (173) (638) (201) (97)
Net cash (used for) provided by

continuing operations . . .. ... 268 3 14 28 (11)

Effects of changes in exchange
rates on cash and cash

equivalents ................ 2 ©)] 6) 2) 2
Cash and cash equivalents at

beginning of period .......... 83 75 75 49 58
Cash and cash equivalents at

end of period .............. 353 63 83 75 49

Business Group Information

The Group’s business is organized and managed on a
functional basis by technology and end-markets through four
operating Business Groups: BG Lamps, BG LED, BG
Professional and BG Home. Certain innovation activities of the
Group, as well as certain costs related to the headquarters of the
Group, are not reflected in the financial results of the Business
Groups, and are described under the caption “Other” in this
Prospectus.

BG BG BG BG
In € millions Lamps LED Professional Home Other Total

For the three months

ended 31 March

2016
Sales .............. 615 355 601 124 7 1,702
Income from

operations ........ 113 19 (25) (15) (21 71

For the three months

ended 31 March

2015
Sales .............. 727 275 610 112 3 1,727
Income from

operations ........ 106 2 (19) (19) (15) 55

For the year ended

31 December 2015
Sales .............. 2,850 1,334 2,757 515 9 17,465
Income from

operations ........ 403 66 14 (73) (79) 331

For the year ended

31 December 2014
Sales .............. 3,119 958 2,420 482 2 6,981
Income from

operations ........ 356  (62) (56) (70) (127) 41

For the year ended

31 December 2013
Sales .............. 3,557 772 2,308 490 2 7,129
Income from

operations ........ 586  (20) (75) (152) (126) 213




B.8

Selected key pro forma financial
information

Not applicable. No pro forma financial information has been
included in the Prospectus.

B.9

Profit forecast

Not applicable. The Company has not issued a profit forecast.

B.10

Historical audit report qualifications

Not applicable. There are no qualifications in the auditor’s
report on the historical financial information for the years
ended 31 December 2015, 2014 and 2013.

B.11

Explanation if insufficient working
capital

The Company believes that the working capital available to the
Group is sufficient for the Group’s present requirements; that is
for at least 12 months following the date of the Prospectus.

Section C - Securities

C1

Type and class, security identification
number

The Ordinary Shares are ordinary shares in the issued and
outstanding share capital of the Company with a nominal value
of €0.01 each.

Application has been made to list all Ordinary Shares under the
symbol “LIGHT” on Euronext Amsterdam under ISIN Code:
NLO0011821392.

C.2

Currency of the Offer Shares

The Offer Shares are denominated in and will trade in euro.

CJ3

Number of Shares and nominal
value

As of the date of this Prospectus, the authorized share capital of
the Company is €6,000,000, divided into 300,000,000 Ordinary
Shares with a nominal value of €0.01 each and 300,000,000
Preference Shares with a nominal value of €0.01 each (the
“Preference Shares”, and together with the Ordinary Shares,
the “Shares”). The issued and outstanding share capital of the
Company is €1, divided into one hundred Ordinary Shares and
no Preference Shares.

As of the date of the Prospectus, no Ordinary Shares are held
by the Company.

C4

Rights attached to the Shares

References to the “Articles of Association” hereafter will be to
the Company’s articles of association as they will read after the
date on which payment (in euro) for and delivery of the Offer
Shares (“Settlement”) occurs which is expected to be on or
about 31 May 2016, subject to acceleration or extension of the
timetable for the Offering (the “Settlement Date’).

The Ordinary Shares carry dividend rights. Each Ordinary
Share confers the right to cast one vote in the General Meeting.
There are no restrictions on voting rights.

Upon issue of Ordinary Shares in return for a cash
consideration, each holder of Ordinary Shares has a pre-
emptive right in proportion to the number of Ordinary Shares
which it owns. Shareholders do not have pre-emptive rights in
respect of Shares issued against contribution in kind, Shares
issued to employees of the Company or a Group Company or
Shares issued to persons exercising a previously granted right
to subscribe for Shares.

Pre-emptive rights may be limited or excluded by the board of
management (raad van bestuur) of the Company (the “Board
of Management”) if the Board of Management is designated
by the General Meeting to do so. If the Board of Management
has not been authorized to resolve to issues Shares, the General
Meeting has the power, upon the proposal of the Board of
Management, to restrict or exclude the pre-emptive rights.




Such proposal must be approved by the supervisory board
(raad van commissarissen) of the Company (the “Supervisory
Board”). A resolution of the General Meeting requires a
majority of at least two-thirds of the vote cast if less than half
of the issued share capital is represented at the General
Meeting.

No pre-emptive rights exists upon the issue of Preference
Shares. Holders of Preference Shares do not have a pre-emptive
right in respect of Ordinary Shares.

As set out above, the Board of Management is authorized by
the General Meeting to resolve to issue Ordinary Shares, to
grant rights to subscribe for Ordinary Shares and to restrict
and/or exclude statutory pre-emptive rights in relation to the
issuances of Ordinary Shares or the granting of rights to
subscribe for Shares. Aforementioned authorization of the
Board of Management is limited to 10% of the total nominal
issued share capital of the Company as of the Settlement Date
plus an additional 10% of the nominal issued share capital of
the Company as of the Settlement Date in connection with or
on the occasion of mergers and acquisitions and strategic
alliances and will be valid for 18 months following such date.

CsS Restrictions on transferability of the | A transfer of a Share or a restricted right thereto (beperkt recht)
Offer Shares requires a deed of transfer and the acknowledgment by the
Company of the transfer in writing.

A Share becomes a deposit share by transfer or issuance to
Nederlands Centraal Instituut voor Giraal Effectenverkeer B.V.
(“Euroclear Nederland™) or to an intermediary, recording in
writing that it is a deposit share. The deposit share must be
recorded in the shareholders register of the Company in the
name of Euroclear Nederland or the relevant intermediary,
stating in writing that it is a deposit share. Deposit shareholders
are not recorded in the shareholders register of the Company.
Deposit shares can only be delivered from a collective depot or
giro depot with due observance of the related provisions of the
Dutch Securities Giro Transactions Act. The transfer by a
deposit shareholder of its book-entry rights representing
deposit shares shall be effected in accordance with the
provisions of the Dutch Securities Giro Transactions Act. The
same applies to the establishment of a right of pledge and the
establishment or transfer of a usufruct on these book-entry

rights.
C.6 Listing and admission to trading of | Prior to the Offering, there has been no public market for the
the Offer Shares Ordinary Shares. Application has been made to list all of the

Ordinary Shares on Euronext Amsterdam under the symbol
“LIGHT” with ISIN code NLO011821392. Subject to
acceleration or extension of the timetable for the Offering,
trading on an “as-if-and-when-delivered” basis in the Offer
Shares is expected to commence on or about 27 May 2016 (the
“First Trading Date”).

C.7 Dividend policy The Company is targeting an annual dividend pay-out ratio of
40% to 50% of continuing net income! to be paid out annually
in cash. The Company expects the first dividend payment to
take place in 2017, which will be based on the results for the

I Continuing net income is defined as recurring net income from continuing operations, or net income excluding discontinued operations
and excluding material non-recurring items.
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full year 2016. There can be no assurances that in any given
year a dividend will be paid. The payment of dividends, if any,
and the amounts and timing thereof, will depend on a number
of factors, including future revenue, profits, financial
conditions, general economic and business conditions, and
future prospects and such other factors as the Board of
Management may deem relevant as well as other legal and
regulatory requirements, many of which are beyond the control
of the Company. There can be no assurances that the Group’s
performance will facilitate adherence to the dividend policy or
any increase in the pay-out ratio and, in particular, the
Company’s ability to pay dividends may be impaired if any of
the risks described in this Prospectus were to occur.
Furthermore, the Company’s dividend policy is subject to
change as the Board of Management will revisit the Company’s
dividend policy from time to time.

Section D — Risks

D.1

Selection of key risks

The following is a selection of key risks that relate to the
Group’s industry, business and operations, the Separation and
the establishment of the Company as an independent publicly
listed company, legal and compliance, financial, the Ordinary
Shares and the Offering and Offer Shares. In making the
selection, the Group has considered circumstances such as the
probability of the risk materializing on the basis of the current
state of affairs, the potential impact which the materialization
of the risk could have on the Group’s business, financial
condition, results of operations and prospects, and the attention
that management of the Group would on the basis of current
expectations have to devote to these risks if they were to
materialize. Investors should read, understand and consider all
risk factors, which risk factors are material and should be read
in their entirety, in “Risk Factors” beginning on page 51 of the
Prospectus before making an investment decision to invest in
the Offer Shares.

e As the Group’s business is global and cyclical, it is
exposed to adverse economic and political developments
in countries and industries across the world.

*  The lighting industry is in a technological transition from
conventional lighting technologies to LED lighting
technologies and the Group may not be successful in
addressing this transition.

e Rapid technological change and the transition from
conventional lighting technologies to LED lighting
technologies may be disruptive and require other
adjustments to the Group’s business model, including to
the Group’s sales and marketing, R&D, supply chain
management and procurement processes.

*  The general lighting market in which the Group operates
is highly competitive as it includes other traditional global
lighting manufacturers as well as new entrants to the LED
lighting market. Moreover, the competitive landscape may
change due to increasing vertical integration.

e The Group has spent considerable resources to develop its
offering of lighting systems (including connected lighting
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systems) and lighting services. There can be no assurance
that the Group’s strategy with respect to lighting systems
and lighting services will be successfully implemented, or
that the Group will fully realize the expected benefits of
its strategy.

*  The Group’s current and future business transformation
programs are and may in the future be costly, may not be
successfully implemented and may not improve the
performance of the Group’s business to the extent
expected.

e  The Group may from time to time make acquisitions and
engage in other transactions to complement or expand its
existing business. However, the Group may not be
successful in acquiring suitable targets at acceptable prices
and integrating them into its operations, and any
acquisitions may lead to a diversion of management
resources.

e Due to the Separation, the Company has prepared the
Combined Financial Statements for this Prospectus based
on carve-out financial information. The financial
information presented in this Prospectus therefore differs
from what the financials would have been if the Company
had been an independent company and is not necessarily
representative of the historic or future position of the
Company as a separate, publicly listed company.

* Actual pension liabilities and costs following the
Separation may differ significantly from those set out in
the Combined Financial Statements.

e The Group may not be successful in establishing a new
corporate and brand identity.

e The history of the combined Group, the Separation of the
Group from Royal Philips and the Offering may result in
adverse tax consequences.

e The Group conducts its business in multiple jurisdictions
and is exposed to the tax laws of such jurisdictions,
including risks in connection with challenges to its tax
position.

Key risks that are specific to the
Group

The following is a summary of all other key risks that relate to
the Group’s industry, business and operations, the Separation
and the establishment of the Company as an independent
publicly listed company, legal and compliance, financial, the
Ordinary Shares and the Offering and Offer Shares. Investors
should read, understand and consider all risk factors, which risk
factors are material and should be read in their entirety, in
“Risk Factors” beginning on page 51 of the Prospectus
before making an investment decision to invest in the Offer
Shares.

Risks Relating to the Group’s Industry, Business and
Operations

e There can be no assurance that the Group’s strategy to
address the transition from conventional lighting
technologies to LED lighting technologies whilst
optimizing cash generation from the conventional lamps
business will be successful.
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A significant portion of the Group’s existing operational
manufacturing plants has or will become obsolete due to the
transition from conventional lighting technologies to LED
lighting technologies, which has resulted in and is expected
to continue to result in significant costs to the Group.

The Group may not be successful in offsetting the
significant price erosion which characterizes the market
for LED lamps, with higher volumes, productivity
improvements, product innovations and cost control.

The ability of the Group to compete effectively depends
upon its ability to distinguish the Group and its products,
systems and services from those of its competitors.

Cost savings initiatives needed to maintain and improve
profitability margins and cash generation may not be
successful.

The loss of important customers or a change in the terms
of purchases by important customers may materially
adversely affect the Group’s business.

The Group’s manufacturing and supply operations
are shifting from an in-house production model to an
“asset-light” outsourcing model, which makes the Group
increasingly dependent on external suppliers and effective
supply chain management.

The Group depends on external suppliers for certain
critical components and raw materials, which may expose
it to rising prices or shortages.

The Group relies on the manufacturing of its LED lamps
in Asia for its worldwide distribution and could suffer as a
result of long lead times.

In difficult market conditions, the Group’s high fixed
costs combined with low revenues may negatively impact
its results.

The Group may suffer losses related to winning, executing
and managing complex lighting projects.

The Group owns less than 100% of the shares in certain of
its companies and participates in joint ventures or
associated companies in which the ownership structure
carries risks.

The Group may from time to time desire to exit certain
product lines, businesses or markets, but may not be
successful in doing so.

Risk of unauthorized use of intellectual property rights of
the Group may cause the Group’s business, results of
operations and financial condition to suffer.

The Group may require access to third party intellectual
property rights for its products and services and third parties
may assert intellectual property rights against the Group.

The Group sets high quality standards for its products but
it is possible that products may contain defects or
otherwise not perform as expected. Quality defects may
reduce sales, result in costs associated with warranty or
product liability claims or require recall of affected items.
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The Group may suffer substantial losses in the event of a
natural disaster, terrorist attack or other casualty event in
markets in which it operates.

The Group relies upon the uninterrupted operation of its
production work flows and available information
technology (“IT”) systems, and is exposed to the risks of
interruption, loss of information, IT security threats,
computer crime and breaches of data confidentiality and
integrity.

The Group is dependent on its personnel for leadership
and specialized skills and the loss of its ability to attract
and retain such personnel may have an adverse effect on
its business.

The Group is dependent on its relationships with its
workforce. Strikes and other labor-related conflicts as well
as rising wages or indirect labor costs may have a material
adverse effect on its business.

Risks Relating to the Separation and the Establishment of
the Company as an Independent Publicly Listed Company

The Group relies on Royal Philips to perform certain
services after the Separation, including with respect to IT,
and the Group may be unable to make, on a timely or cost-
effective basis, the changes necessary to operate as an
independent company.

The Group may lose rights to key intellectual property
arrangements as a result of no longer being a business
segment of Royal Philips.

Potential indemnification obligations to Royal Philips
pursuant to the agreement between Philips Lighting
Holding B.V. and the Selling Shareholder dated
1 February 2016 relating to the Separation (the
“Separation Agreement”) could subject the Group to
substantial liabilities.

In connection with the Separation, Royal Philips agreed to
indemnify the Group for certain liabilities. However, there
can be no assurance that the indemnity will be sufficient to
insure the Group against the full amount of such
liabilities, or that Royal Philips’ ability to satisfy its
indemnification obligation will not be impaired in the
future.

Following the Offering, Royal Philips will continue to
have a position to exert substantial influence over the
Company and its interests may differ from the interests of
the Company’s other Shareholders.

The Company may face increased administrative,
financial and related expenses as a result of operating as
an independent company.

Legal and Compliance Risks

The Group is involved or may become involved in legal
proceedings.
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A material change in applicable laws and regulations, or in
their interpretation or enforcement, may materially
adversely affect the Group’s business, results of
operations, financial condition and prospects.

The Group’s business, results of operations, financial
condition and prospects may be materially adversely
affected by violations of antitrust laws.

The Group’s business and operations may be adversely
affected by violations of the U.S. Foreign Corrupt
Practices Act, the United Kingdom Bribery Act 2010 or
similar worldwide anti-bribery laws.

The Group is subject to stringent data privacy laws and
may therefore be exposed to increased compliance costs
and to confidentiality and security breaches.

The Group’s business and operations may be adversely
affected by violations of export control laws and
international sanctions.

The Group is exposed to financial reporting and internal
controls risks.

The Group is subject to environmental liability risks and
regulations and incurs costs to comply with such
regulations.

Financial Risks

The Group is exposed to the movement of foreign
currency exchange rates, particularly versus the euro.

The Group is exposed to the risk of restricted access to
debt funding.

The Group is exposed to interest rate risks.

The Group may be adversely affected by regulatory
restrictions on cross border payment flows or currency
conversions.

The Group is exposed to counterparty/credit risk from
customers and financial institutions.

The Group is exposed to a number of different fiscal
uncertainties which may have a significant impact on local
tax results.

The Group may be subject to risk of impairment of
goodwill of acquired businesses.

The Group has pension plans and retiree medical benefit
plans in a number of countries. The funded status and the
cost of maintaining these plans are influenced by
movements in financial market and demographic
developments and may adversely affect the Group’s
financial condition.

D.3

Key risks relating to the Shares and
the Offering

Risks Relating to the Ordinary Shares

The payment of future dividends will depend on the
Group’s results of operations and financial condition, as
well as on the Group’s operating subsidiaries’
distributions to the Company.
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*  Future issuances of Ordinary Shares or debt or equity
securities convertible into Ordinary Shares by the
Company, or future sales of a substantial number of
Ordinary Shares by Royal Philips or the perception
thereof, may adversely affect the market price of the
Ordinary Shares, and any future issuance of Ordinary
Shares may dilute investors’ shareholdings. Although the
Company and Royal Philips are expected to agree in the
Underwriting Agreement (as defined below) to certain
restrictions on issuing, selling or transferring Ordinary
Shares for a period of 180 days after the Settlement Date,
the Joint Global Coordinators (as defined below) may, in
their sole discretion and at any time, waive such
restrictions.

*  Holders of Ordinary Shares outside the Netherlands may
suffer dilution if they are unable to exercise pre-emptive
rights in future offerings.

e Provisions in the Articles of Association and in contracts
concluded by the Group may delay, deter or prevent
takeover attempts that may be favorable to the holders of
Ordinary Shares.

Risks Relating to the Offering and Offer Shares

e The Ordinary Shares have not been publicly traded prior
to the Offering, and there is no guarantee that an active
and liquid market for the Shares will develop.

e The Company’s Ordinary Share price may fluctuate
significantly, and investors may lose all or part of their
investment.

*  If closing of the Offering does not take place, purchases of
the Offer Shares will be disregarded and transactions
effected in the Offer Shares will be annulled.

Section E — Offer

E.1

Net proceeds and estimated expenses

The Company will not receive any proceeds from the Offering,
the net proceeds of which will be received by the Selling
Shareholder.

After deducting the estimated expenses, commissions and taxes
related to the Offering payable by the Selling Shareholder of
approximately €47,000,000, the Selling Shareholder expects to
receive approximately €721,750,000 in net proceeds from the
Offering (based on an Offer Price at the mid-point of the Offer
Price Range (as defined below) and assuming the sale of the
maximum number of Offer Shares by the Selling Shareholder
and no exercise of the over-allotment option (the “Over-
Allotment Option”) that is to be granted by the Selling
Shareholder in connection with the Offering).

The expenses related to the Offering are estimated at
approximately €47 million and include, among other items, the
fees due to the Netherlands Authority for the Financial Markets
(Stichting Autoriteit Financiéle Markten) (“AFM”) and
Euronext Amsterdam, the commission for the Underwriters (as
defined below), and legal and administrative expenses, as well
as publication costs and applicable taxes, if any.
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E.2a

Reasons for the Offering and use of
proceeds

On 23 September 2014, the Selling Shareholder announced that
it was sharpening its strategic focus by separating Royal Philips
into two leading companies focused on the healthtech and
lighting markets. In a shareholder circular published by the
Selling Shareholder on 19 March 2015, Royal Philips stated
that it believes that the healthtech and lighting business areas
both offer attractive end-markets, but that each has unique
customer needs, value drivers, industry trends and competitive
dynamics. Royal Philips therefore considered the time
appropriate to establish two independent companies each
focusing on their respective end-markets:

* Royal Philips, which aims to capture new healthtech
opportunities by combining its existing healthcare and
consumer lifestyle businesses; and

e the Group, which will continue Royal Philips’ existing
lighting business (except for Lumileds which will remain
part of Royal Philips) and which aims to boost growth in
LED lighting products, systems and services.

The Group believes, and Royal Philips has informed the Group
that it believes, that, as a pure-play lighting company following
the Separation, the Group will be well positioned to deliver
shareholder and corporate value for the following reasons:

e the Separation will allow the Group to focus on and more
effectively pursue its own operating priorities and
strategies, and will enable the management of the Group
to concentrate all its efforts on the needs of the lighting
business and pursue distinct opportunities for long-term
growth and profitability;

e the Separation will permit the Group to concentrate its
financial resources solely on its own operations, providing
greater flexibility to invest capital in its business in a time
and manner appropriate for its strategy and business needs
and facilitating a more efficient allocation of capital,

* the Separation will create a separate lighting company
with a simplified organizational structure and increased
focus on the needs of the lighting business, facilitating
faster decision-making and flexibility, and improving the
ability of the Group to compete and enabling it to respond
quickly to changing customer requirements and market
dynamics;

e the Separation will create an independent equity structure
that will allow the Group to have direct access to capital
markets and facilitate the ability of the Group to capitalize
on its growth opportunities and effect future investments
(including acquisitions) utilizing its common stock if
needed; and

* the Separation will facilitate incentive compensation
arrangements for the Group’s employees more directly
tied to the performance of the Group’s business, and may
enhance employee hiring and retention by, among other
things, improving the alignment of management and
employee incentives with performance and growth
objectives.

Although the Company believes that for these reasons, it will
be well positioned to deliver shareholder and corporate value,
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the Company cannot assure that, following the Separation, any
of the benefits described above or otherwise will be realized to
the extent anticipated or even at all.

The Company will not receive any proceeds from the Offering.

E.3

Terms and conditions of the Offering

Offer Shares

The Selling Shareholder is offering 37,500,000 Offer Shares.
The Offering consists of (i) a public offering in the Netherlands
to institutional and retail investors and (ii) a private placement
to (a) investors outside the Netherlands and the United States of
America (the “U.S.” or “United States”), subject to applicable
exemptions from the prospectus requirements and (b) investors
in the United States reasonably believed to be “qualified
institutional buyers” (“QIBs”) as defined in Rule 144A under
the U.S. Securities Act of 1933, as amended (the
“U.S. Securities Act”) (“Rule 144A”). All offers and sales in
the United States will be made only to persons reasonably
believed to be QIBs in reliance on Rule 144A. All offers and
sales outside the United States will be made in compliance with
Regulation S under the U.S. Securities Act (“Regulation S”).
The Offering is made only in those jurisdictions in which, and
only to those persons to whom, the Offering may be lawfully
made.

Over-Allotment Option

The Selling Shareholder expects to grant the Joint Global
Coordinators, on behalf of the Underwriters (as defined below),
the Over-Allotment Option, exercisable up to 30 calendar days
after the First Trading Date, pursuant to which the Stabilization
Manager (as defined below) may require the Selling
Shareholder to sell at the Offer Price up to 5,625,000 additional
Over-Allotment Shares, comprising up to a number of Ordinary
Shares equal to 15% of the total number of Offer Shares sold in
the Offering (the “Over-Allotment Shares”), to cover over-
allotments or short positions, if any, in connection with the
Offering.

Offering Period

Prospective investors may subscribe for Offer Shares during
the period commencing at 9:00 Central European Time
(“CET”) on 16 May 2016 and ending at 12:00 CET on 26 May
2016 (the “Offering Period”), subject to acceleration or
extension of the timetable for the Offering.

The Offering Period for Dutch Retail Investors (as defined
below) will end at 17:30 CET on 25 May 2016.

Offer Price and Number of Offer Shares

The Offer Price is expected to be in the range of €18.50 to
€22.50 (inclusive) per Offer Share (the “Offer Price Range”).
The Offer Price and the exact number of Offer Shares will be
determined on the basis of a book building process. The Offer
Price may be set within, above or below the Offer Price Range.
The Offer Price Range is an indicative price range. The Offer
Price and the exact number of Offer Shares offered will be
determined by the Selling Shareholder, after consultation with
the Company and the Joint Global Coordinators after the end of
the Offering Period, including any acceleration or extension, on
the basis of the book building process and taking into account
economic and market conditions, a qualitative and quantitative
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assessment of demand for the Offer Shares, and other factors
deemed appropriate. The Offer Price, the exact numbers of
Offer Shares to be sold and the maximum number of Over-
Allotment Shares will be stated in a pricing statement which
will be published through a press release that will also be
posted on the Company’s website and filed with the AFM.

Prior to the Allocation, the number of Offer Shares can be
increased or decreased, and the Offer Price Range can be
changed. Investors who have already agreed to purchase or
subscribe for the Offer Shares during the Offering Period prior
to the announcement of any change of the Offer Price Range,
shall have the right, exercisable within two business days
following the publication of such announcement, to withdraw
their acceptances. Any change of the Offer Price Range on the
last day of the Offering Period will result in the Offering Period
being extended by at least two business days; any change of the
Offer Price Range on the day prior to the last day of the
Offering Period will result in the Offering Period being
extended by at least one business day. In this case, if the
Offering Period for the Dutch Retail Investors would already
have closed, this Offering Period for Dutch Retail Investors
would be reopened. Accordingly, all investors, including Dutch
Retail Investors, will have at least two business days to
reconsider their subscriptions. Any such change in the number
of Offer Shares and/or the Offer Price Range will be announced
in a press release that will be posted on the Company’s website.
Upon a change of the number of Offer Shares, references to
Offer Shares in this Prospectus should be read as referring to
the amended number of Offer Shares and references to Over-
Allotment Shares should be read as referring to the amended
number of Over-Allotment Shares.

Subscription and Allocation

Dutch Retail Investors can only subscribe on a market order
(bestens) basis. This means that Dutch Retail Investors will be
bound to purchase and pay for the Offer Shares indicated in
their share application, to the extent allocated to them, at the
Offer Price, even if the Offer Price Range has been changed.
Dutch Retail Investors are entitled to cancel or amend their
application, at the financial intermediary where their original
application was submitted, at any time prior to the end of the
Offering Period for Dutch Retail Investors (if applicable, as
amended or extended), for any reason, including an amendment
to increase the Offer Price Range. Dutch Retail Investors can
submit their subscriptions through their own financial
intermediary. The financial intermediary will be responsible for
collecting subscriptions from Dutch Retail Investors and for
submitting their subscriptions to ING as the retail coordinator
(the “Retail Coordinator”). The Retail Coordinator will
consolidate all subscriptions of Dutch Retail Investors
submitted on an aggregate basis by financial intermediaries and
inform the Joint Global Coordinators, the Company and the
Selling Shareholder. All questions concerning the timeliness,
validity and form of instructions to a financial intermediary in
relation to the purchase of Offer Shares and, if applicable,
Over-Allotment Shares, will be determined by the financial
intermediaries in accordance with their usual procedures or as
otherwise notified to the Dutch Retail Investors. The Company
and the Selling Shareholder are not liable for any action or
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failure to act by a financial intermediary or the Retail
Coordinator in connection with any purchase, or purported
purchase, of Offer Shares.

The allocation is expected to take place after termination of the
Offering Period on or about 26 May 2016, subject to
acceleration or extension of the timetable for the Offering.
Allotment to investors who applied to subscribe for Offer
Shares will be determined by the Selling Shareholder, after
consultation with the Company and the Joint Global
Coordinators, and full discretion will be exercised as to
whether or not and how to allot the Offer Shares. There is no
maximum or minimum number of Offer Shares for which
prospective investors may subscribe and multiple (applications
for) subscriptions are permitted. In the event that the Offering
is over-subscribed, investors may receive fewer Offer Shares
than they applied to subscribe for. The Selling Shareholder, the
Company, the Joint Global Coordinators and the Joint
Bookrunners may, at their own discretion and without stating
the grounds therefor, reject any subscriptions wholly or partly.
Any monies received in respect of subscriptions which are not
accepted in whole or in part will be returned to the investors
without interest and at the investors’ risk.

Preferential Retail Allocation

There will be a preferential allocation of Offer Shares to
eligible retail investors in the Netherlands in accordance with
applicable law and regulations (the “Preferential Retail
Allocation™). Each eligible retail investor in the Netherlands
(each a “Dutch Retail Investor”) will be allocated the first 250
(or fewer) Offer Shares for which such investor applies.
However, if the total number of Offer Shares subscribed for by
Dutch Retail Investors would exceed 10% of the total number
of the Offer Shares, assuming no exercise of the Over-
Allotment Option, the preferential allocation to each Dutch
Retail Investor may be reduced pro rata to the first 250 (or
fewer) Offer Shares for which such investor applies. As a
result, Dutch Retail Investors may not be allocated all of the
first 250 (or fewer) Offer Shares for which they apply. The
exact number of Offer Shares allocated to Dutch Retail
Investors will be determined after the Offer Period has ended.

The Preferential Retail Allocation will only be made in relation
to Offer Shares comprising up to 10% of the total number of
Offer Shares, not including the Over-Allotment Shares. The
Selling Shareholder, after consultation with the Company and
the Joint Global Coordinators has full discretion as to whether
or not and how to allocate the remainder of the Offer Shares
applied for.

For the purpose of the Preferential Retail Allocation, a Dutch
Retail Investor is either: (i) a natural person resident in the
Netherlands; or (ii) a special investment vehicle having its seat
in the Netherlands which is a legal entity established for the
express and sole purpose of providing asset management and/or
retirement planning services for a natural person.

To be eligible for the Preferential Retail Allocation, Dutch
Retail Investors must place their subscriptions during the
period commencing on 16 May 2016 at 9:00 CET and ending
on 25 May 2016 at 17:30 CET through financial intermediaries.
Different financial intermediaries may apply deadlines before
the closing time of the Offering Period.
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The Retail Coordinator will communicate to the financial
intermediaries the aggregate number of Offer Shares allocated
to their respective Dutch Retail Investors. It is up to the
financial intermediaries to notify Dutch Retail Investors of
their individual allocations.

Payment

Payment (in euros) for and delivery of the Offer Shares will
take place on the Settlement Date. Taxes and expenses, if any,
must be borne by the investor. Dutch Retail Investors may be
charged expenses by their financial intermediary. Investors
must pay the Offer Price in immediately available funds in full
in euro on or before the Settlement Date (or earlier in the case
of an early closing of the Offering Period and consequent
acceleration of pricing, allocation, commencement of trading
and Settlement).

Delivery of Shares

The Offer Shares will be delivered in book-entry form through
the facilities of Euroclear Nederland. Delivery of the Offer
Shares will take place on the Settlement Date, through the
book-entry facilities of Euroclear Nederland, in accordance
with its normal settlement procedures applicable to equity
securities and against payment (in euros) for the Offer Shares
and the Over-Allotment Shares, if applicable, in immediately
available funds.

If Settlement does not take place on the Settlement Date as
planned or at all, the Offering may be withdrawn, in which case
all subscriptions for Offer Shares will be disregarded, any
allotments made will be deemed not to have been made and any
subscription payments made will be returned without interest or
other compensation. Any dealings in Ordinary Shares prior to
Settlement are at the sole risk of the parties concerned.

Underwriting Agreement

The Company, the Selling Shareholder, and the Underwriters
(as defined below) will enter into an agreement (the
“Underwriting Agreement”) after the end of the Offering
Period and only after pricing and the Allocation of all Offer
Shares to investors, which is expected to be on or about
26 May 2016. Under the terms and subject to the conditions set
forth in the Underwriting Agreement, the Underwriters will
severally agree to procure purchasers for the Offer Shares or,
failing which, to purchase those Offer Shares themselves, and
the Selling Shareholder will agree to sell those Offer Shares at
the Offer Price to purchasers procured by the Underwriters or,
failing which, to the Underwriters themselves.

In the Underwriting Agreement, the Company makes certain
representations and warranties. In addition, the Company, and
for certain limited matters, the Selling Shareholder, will
indemnify the Underwriters against certain losses and liabilities
in connection with the Offering.

The Underwriting Agreement will provide that the obligations
of the Underwriters to procure purchasers for or, failing which,
to purchase the Offer Shares themselves are subject to, among
other things, the following conditions: (i) the approval of this
Prospectus by the AFM being in full force and effect; (ii)
receipt of opinions on certain legal matters from counsel; (iii)
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E4

Interests material to the Offering
(including conflicts of interests)

receipt of customary officers’ certificates; (iv) the absence of a
material adverse change in the Group’s business; (v) the
admission of the Ordinary Shares to listing on Euronext
Amsterdam; and (vi) certain other customary conditions. The
Underwriters will have the right to waive the satisfaction of
certain conditions or part thereof.

Upon the occurrence of certain specific events, such as the
occurrence of: (i) a material adverse change in the Group’s
business; (ii) a breach of any of the representations and
warranties, undertakings or obligations contained in the
Underwriting Agreement; or (iii) a statement in this Prospectus,
the Pricing Statement or any amendment or supplement to this
Prospectus being untrue, inaccurate or misleading, the
Underwriters may elect to terminate the Underwriting
Agreement.

Joint Global Coordinators and Joint Bookrunners

Goldman Sachs International, and J.P. Morgan Securities plc
(“J.P. Morgan”) are acting as joint global coordinators (the
“Joint Global Coordinators”) and, together with Citigroup
Global Markets Limited (“Citigroup”), ING Bank N.V.
(“ING”), Morgan Stanley & Co. International plc (“Morgan
Stanley”) and Société Générale Corporate & Investment
Banking (“Société Générale”) as the joint bookrunners (the
“Joint Bookrunners”).

Co-Bookrunners

ABN AMRO Bank N.V. (“ABN AMRO”) and Cooperatieve
Rabobank U.A. (“Rabobank™) are acting as co-bookrunners
(the “Co-Bookrunners”).

Underwriters

The Joint Global Coordinators, the Joint Bookrunners and the
Co-Bookrunners are  acting as  underwriters  (the
“Underwriters”).

Listing and Paying Agent

ING is the listing and paying agent with respect to the Ordinary
Shares on Euronext Amsterdam.

Retail Coordinator

ING is the retail coordinator with respect to the Preferential
Retail Allocation.

Stabilization Manager

Goldman Sachs International is the stabilization manager (the
“Stabilization Manager”) with respect to the Shares on
Euronext Amsterdam.

Certain of the Underwriters and N.M. Rothschild & Sons
Limited (“Rothschild” or the “Financial Adviser”) and/or
their respective affiliates have in the past been engaged, and
may in the future, from time to time, engage in commercial
banking, investment banking and financial advisory and
ancillary activities in the ordinary course of their business with
the Company and/or the Selling Shareholder or any parties
related to any of them, in respect of which they have received,
and may in the future receive, customary fees and
commissions.
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In connection with the Offering, each of the Underwriters and
any of their respective affiliates, acting as an investor for its
own account, may take up Offer Shares in the Offering and in
that capacity may retain, purchase or sell for its own account
such securities and any Offer Shares or related investments and
may offer or sell such Offer Shares or other investments
otherwise than in connection with the Offering. Accordingly,
references in this Prospectus to Offer Shares being offered or
placed should be read as including any offering or placement of
Offer Shares to any of the Underwriters or any of their
respective affiliates acting in such capacity. None of the
Underwriters intends to disclose the extent of any such
investment or transactions otherwise than pursuant to any legal
or regulatory obligation to do so. In addition certain of the
Underwriters or their affiliates may enter into financing
arrangements (including swaps) with investors in connection
with which such Underwriters (or their affiliates) may from
time to time acquire, hold or dispose of Offer Shares.

As a result of acting in the capacities described above, the
Underwriters may have interests that may not be aligned, or
could potentially conflict, with investors’ and the Company’s
interests.

E.5

Person or entity offering to sell the
Offer  Shares and  lock-up
arrangements

The Joint Global Coordinators may, in their sole discretion and
at any time, waive the restrictions, including those on sales,
issuances or transfers of Ordinary Shares, described below.

Pursuant to the Underwriting Agreement, the Company and the
Selling Shareholder are expected to agree with the
Underwriters that, until 180 days from the Settlement Date (the
lock-up period), they will not, except as set forth below,
without the prior written consent of the Joint Global
Coordinators: (i) directly or indirectly, issue, offer, pledge, sell,
contract to sell, sell or grant any option, right, warrant or
contract to purchase, exercise any option to sell, purchase any
option or contract to sell, or lend or otherwise transfer or
dispose of any Ordinary Shares or any securities convertible
into or exercisable or exchangeable for Ordinary Shares; or (ii)
enter into any swap or any other agreement or any transaction
that transfers, in whole or in part, directly or indirectly, the
economic consequences of ownership of any Ordinary Shares,
whether any such transaction is to be settled by delivery of
Ordinary Shares or such other securities, in cash or otherwise.

Each of the CEO and the CFO is expected to agree with the
Underwriters that, until 360 days from the Settlement Date (the
lock-up period), they will not, except as set forth below,
without the prior written consent of the Joint Global
Coordinators: (i) directly or indirectly, issue, offer, pledge, sell,
contract to sell, sell or grant any option, right, warrant or
contract to purchase, exercise any option to sell, purchase any
option or contract to sell, or lend or otherwise transfer or
dispose of any Ordinary Shares that he has purchased in the
Offering as described in this Prospectus or any securities
convertible into or exercisable or exchangeable for those
Ordinary Shares; or (ii) enter into any swap or any other
agreement or any transaction that transfers, in whole or in part,
directly or indirectly, the economic consequences of ownership
of any of those Ordinary Shares, whether any such transaction
is to be settled by delivery of those Ordinary Shares or such
other securities, in cash or otherwise.
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The foregoing restrictions shall not apply to: (i) accepting a
general offer to all holders of the issued and allotted Ordinary
Shares of the Company on terms which treat all such holders
alike and which has become or been declared unconditional in
all respects or been recommended for acceptance by the
directors of the Company; and (ii) the granting of awards in
options or Ordinary Shares by the Company or the issuance of
Ordinary Shares upon exercise of options granted by the
Selling Shareholder or the Company pursuant to employee
incentive schemes as disclosed or described as being proposed
or contemplated in this Prospectus and other offer documents.

E.6 Dilution Not applicable. As only existing Shares will be offered, the
Offering will not have a dilutive effect.
E.7 Estimated expenses charged to the | Not applicable. No expenses have been or will be charged to

investors by the Company or the
Selling Shareholders

the investors by the Company or the Selling Shareholder in
relation to the Offering.
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SAMENVATTING

Samenvattingen van prospectussen zijn opgebouwd uit verschillende informatievereisten die ‘Elementen’
worden genoemd. Deze Elementen zijn genummerd als Afdelingen A —E (A.1 —E.7).

Deze samenvatting bevat alle Elementen die in een samenvatting van een prospectus voor dit type
effecten en uitgevende instelling dienen te worden opgenomen. Omdat sommige elementen niet verplicht zijn,
is het mogelijk dat de nummering van de Elementen niet volledig is.

Hoewel een Element verplicht opgenomen dient te worden in een samenvatting voor dit type effecten en
voor deze uitgevende instelling, is het mogelijk dat er geen relevante informatie kan worden gegeven voor een
bepaald Element. In dat geval is er een korte beschrijving van het Element opgenomen in de samenvatting met
vermelding ‘niet van toepassing’.

Afdeling A - Inleiding en waarschuwingen

Al

Inleiding en waarschuwingen

Deze samenvatting moet worden gelezen als een inleiding op
het prospectus (het ‘“Prospectus”) met betrekking tot
de aanbieding (de “Aanbieding”) door Koninklijke Philips
N.V. (de “Verkopende Aandeelhouder™) van
37.500.000 gewone aandelen in het aandelenkapitaal van de
Vennootschap (zoals hierna gedefinieerd) met een nominale
waarde van €0,01 per aandeel (de “Aangeboden Aandelen”,
inclusief — tenzij uit de context anders blijkt — de
Overtoewijzingsaandelen (zoals hierna gedefinieerd) en de
toelating tot de notering van en de handel in de gewone
aandelen, met een nominale waarde van €0,01 per aandeel, in
het aandelenkapitaal van de Vennootschap (de “Gewone
Aandelen”), aan Euronext in Amsterdam, een gereguleerde
markt die deel uitmaakt van Euronext Amsterdam N.V.
(“Euronext Amsterdam”). Tenzij uit de context anders blijkt,
is een verwijzing naar de Gewone Aandelen tevens een
verwijzing naar de Aangeboden Aandelen. Als de
Overtoewijzingsoptie (zoals hierna gedefinieerd) niet wordt
uitgeoefend, maken de Aangeboden Aandelen 25% uit van de
uitgegeven Gewone Aandelen. Als de Overtoewijzingsoptie
volledig wordt uitgeoefend, maken de Aangeboden Aandelen
28.75% van de Gewone Aandelen uit. Iedere beslissing om te
beleggen in de Gewone Aandelen moet worden gebaseerd zijn
op de bestudering van het gehele Prospectus door de belegger.
Wanneer een vordering met betrekking tot de informatie in het
Prospectus bij een rechterlijke instantie aanhangig wordt
gemaakt, zou de belegger die als eiser optreedt volgens de
nationale wetgeving van de lidstaten eventueel de kosten voor
de vertaling van het Prospectus moeten dragen voordat de
rechtsvordering wordt ingesteld. Alleen de personen die de
samenvatting, met inbegrip van een vertaling ervan, hebben
ingediend, kunnen wettelijk aansprakelijk worden gesteld
indien de samenvatting, wanneer zij samen met de andere delen
van het Prospectus wordt gelezen, misleidend, onjuist of
inconsistent is, of indien zij, wanneer zij samen met de andere
delen van het Prospectus wordt gelezen, niet de kerngegevens
bevat om beleggers te helpen wanneer zij overwegen in die
effecten te investeren.

A2

Toestemming, aanduiding,
voorwaarden en aankondiging

Niet van toepassing. De Vennootschap verleent geen
toestemming voor het gebruik van het Prospectus voor de
verdere wederverkoop of definitieve plaatsing van de
Aangeboden Aandelen door financiéle tussenpersonen.
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Afdeling B — De Uitgevende Instelling

B.1

Statutaire en handelsnaam van de
Vennootschap

Philips Lighting N.V., per de datum van het Prospectus nog een
besloten vennootschap met beperkte aansprakelijkheid,
genaamd Philips Lighting NewCo B.V. (de “Vennootschap”),
die voorafgaand aan de afwikkeling van deze Aanbieding
wordt omgezet in een naamloze  vennootschap
(“Afwikkeling”).

B.2

Vestigingsplaats, rechtsvorm,
toepasselijk recht en land van
oprichting

De Vennootschap is een besloten vennootschap met beperkte
aansprakelijkheid naar Nederlands recht en is gevestigd in
Nederland. De Vennootschap wordt voorafgaand aan de
Afwikkeling omgezet in een naamloze vennootschap. De
Vennootschap heeft haar statutaire zetel in Eindhoven.

B.3

Kerngegevens betreffende de aard
van de huidige werkzaamheden en
belangrijkste bedrijfsactiviteiten
van de Groep

De Vennootschap en haar groepsmaatschappijen (zijnde
rechtspersonen in de zin van artikel 2:24b van het Burgerlijk
Wetboek) (elk afzonderlijk aangeduid als
“Groepsmaatschappij” en samen met de Vennootschap, de
“Groep”) hebben in termen van omzet een leidende positie op
de wereldmarkt met erkende deskundigheid ten aanzien van de
ontwikkeling, fabricage en toepassing van innovatieve
producten, systemen en diensten op het gebied van verlichting.
De Groep is verantwoordelijk voor veel belangrijke doorbraken
op het gebied van verlichting in de afgelopen 125 jaar, zoals de
gloeilamp, hogedrukontladingslampen (“HID”),
fluorescentielampen en  compacte  fluorescentielampen
(“CFL”), en was de drijvende kracht achter diverse
technologische veranderingen, waarmee de basis werd gelegd
voor haar huidige kracht en leidende positie in de overgang in
de verlichtingsindustrie van conventionele
verlichtingstechnologieén naar led-verlichtingstechnologieén
(“LED”) en verlichtingssystemen (zoals connected verlichting)
en diensten. De Groep staat bekend om haar innovatieve kracht
en investeert intensief in onderzoek en ontwikkeling (“R&D”)
(in totaal 4,9% van de omzet over het jaar 2015) om haar
pioniersrol in de technologische ontwikkelingen te behouden.
De Groep heeft een sterke octrooiportfolio met meer dan
14.000 octrooirechten, naar haar mening meer dan haar
concurrenten, en een licentieprogramma met meer dan 600
licentienemers per 31 maart 2016.

De Groep meent dat zij een sterke positie heeft in de
verlichtingswaardeketen en richt zich op de algemene
verlichtingsmarkt. Het assortiment lichtbronnen van de Groep
omvat onder meer  gloeilampen,  halogeenlampen,
fluorescentielampen, rechte fluorescentielampen (“TL”), CFL,
HID-lampen en LED-lampen. Daarnaast verkoopt de Groep
elektronische componenten, zoals elektronische
voorschakelapparaten alsook complete armaturen aan
consumenten en professionele gebruikers. De Groep legt de
nadruk op het aanbieden van innovatieve, geintegreerde
verlichtingssystemen en -diensten op maat, waaronder
verlichtingsbeheersystemen en diensten zoals energie-audits,
lichtontwerp en -techniek alsook controle op afstand en
managed services. De producten van de Groep worden gebruikt
voor verlichting en visualisering in diverse
verlichtingstoepassingen, vooral in woningen, op straat en
langs de weg, in architectuur, in kantoren, in de industrie, retail
en horeca. De Groep produceert ook lichtbronnen en
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verlichtingssystemen voor speciale toepassingen, zoals
projectie, bioscoop, entertainment, stadsverfraaiing
(dynamische architectonische verlichting) en horticultuur
alsook  waterzuivering  (bijvoorbeeld desinfectie = met
ultraviolette straling). De gecombineerde ondernemingen van
Koninklijke Philips voor LED-componenten en
autoverlichtingscomponenten (“Lumileds”) (zoals hierna
gedefinieerd) werd in 2015 zelfstandig en de resultaten van
deze onderneming zijn niet opgenomen in de financi€le
resultaten van de Groep.

De onderneming van de Groep is functioneel ingedeeld en
wordt, op basis van technologie en eindmarkten, geleid door
vier bedrijfsonderdelen: BG Lamps, BG LED, BG Professional
en BG Home (“BGs”). BG Lamps omvat de conventionele
lampen- en lampenelectronica-activiteiten van de Groep, BG
LED de LED-lampen- en LED-electronica-activiteiten, BG
Professional de professionele armaturen, verlichtingssystemen
en —diensten en BG Home de consumenten armaturen en
thuisverlichtingssystemen. Elke BG is verantwoordelijk voor
de ontwikkeling van haar strategie, productassortiment en de
productie en inkoop van haar producten. Daarnaast is de
commerciéle organisatie van de Groep opgedeeld in vier
geografische marktgroepen voor het beheer van haar
wereldwijde verkoopkanalen. Dit zijn: Europa, Noord- en
Zuid-Amerika, Groeimarkten en Groot-China
(“Marktgroepen” of “MG’s”).

De Groep heeft een mondiaal bereik en ontplooit haar
commerciéle activiteiten in ongeveer 180 landen. De Groep
heeft operationele fabrieken in 22 landen in belangrijke regio’s
in de wereld, en meer dan 70 verkoopkantoren wereldwijd. In
landen zonder verkooporganisatie ontplooit de Groep haar
commerciéle activiteiten via onafhankelijke distributeurs en
vertegenwoordigers die nauw samenwerken met de
verkooporganisatie van de Groep.

De Groep heeft het recht om het Philips merk voor producten en
diensten te gebruiken voor een eerste termijn van tien jaar na de
afsplitsing van de Groep van Koninklijke Philips
(“Afsplitsing”). Deze eerste termijn kan worden verlengd met
twee termijnen van Vvijf jaar als bepaalde financi€le
doelstellingen in termen van netto omzet worden behaald en als
de Groep aan alle eisen van de handelsmerklicentieovereenkomst
voldoet. De handelsmerklicentie is onderhevig aan royalty
betalingen. De Groep verwacht dat het netto effect van
de royalty betalingen aan Koninklijke Philips onder the
handelsmerklicentieovereenkomst jaarlijks ongeveer €20 miljoen
hoger zullen zijn dan de historische kosten voor de promotie van
het Philips handelsmerk die voor het boekjaar 2015 aan de Groep
waren gealloceerd zoals weergegeven in de Gecombineerde
Jaarrekening (zoals hierna gedefinieerd).

In het jaar 2015 behaalde de Groep een omzet van
€7.465 miljoen (2014: €6.981 miljoen; 2013: €7.129 miljoen),
het bedrijfsresultaat van de Groep bedroeg €331 miljoen (2014:
€41 miljoen; 2013: €213 miljoen), de aangepaste EBITDA
(geen onderdeel van accountantscontrole) van de Groep
bedroeg €739 miljoen (2014: €665 miljoen; 2013:
€659 miljoen) en de vrije kasstroom (geen onderdeel van
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accountantscontrole) van de Groep bedroeg €632 miljoen
(2014: €355 miljoen; 2013: €84 miljoen). Over het eerste
kwartaal van 2016 geéindigd op 31 maart behaalde de Groep
een omzet van €1.702 miljoen, bedroeg het bedrijfsresultaat
van de Groep €71 miljoen, bedroeg de aangepaste EBITDA
(geen onderdeel van accountantscontrole) van de Groep
€161 miljoen en de vrije kasstroom (geen onderdeel van
accountantscontrole) van de Groep €9 miljoen. Per 31 maart
2016 had de Groep wereldwijd ongeveer 36.350 medewerkers
(Fte’s) in dienst.

B.4a

Belangrijke recente trends

De verlichtingmarkt is in een technologische transitie van
conventionele verlichting technologieén naar LED-verlichting
technologieén. Daarnaast laat de markt voor verlichting op dit
moment een snelle transformatie zien die wordt gedreven door
met name de volgende drie onderliggende trends:

. De toenemende behoefte aan licht;
. De toenemende vraag naar efficiénter licht; en

*  De toenemende vraag naar digitaal licht.

B.S

Omschrijving van de Groep en de
positie van de Vennoot-schap
daarin

De Vennootschap is een houdstermaatschappij zonder een
materi€le eigen bedrijfsvoering. De belangrijkste activa van de
Vennootschap zijn de belangen die zij direct of indirect houdt
in haar Groepsmaatschappijen.

B.6

Aandeelhouders van de Vennoot-
schap

De Verkopende Aandeelhouder is de enige houder van
Aandelen (zoals hierna gedefinicerd) (“Aandeelhouder”) die
per de datum van het Prospectus (direct dan wel indirect) een
substanti€le deelneming bezit, dat wil zeggen ten minste 3%
van het aandelenkapitaal of de stemrechten in de zin van de
Wet op het financieel toezicht, in de Vennootschap. De
Verkopende Aandeelhouder houdt per de datum van het
Prospectus 100 Gewone Aandelen en is derhalve houdster van
100% van het totaal uitgegeven en geplaatste aandelenkapitaal
van de Vennootschap.

Elk Aandeel geeft recht op het uitbrengen van één stem op de
algemene  vergadering van aandeelhouders van de
Vennootschap (“Algemene Vergadering”). Alle
Aandeelhouders hebben dezelfde stemrechten.

B.7

Geselecteerde belangrijke
historische financiéle informatie

Dit Prospectus bevat gecombineerde financiéle informatie van
de Groep, die is afgeleid uit de, in overeenstemming met IFRS
(zoals aangenomen door de EU en zoals uitgegeven door de
IASB) opgemaakte, gecombineerde jaarrekening van de Groep
per en over de jaren tot aan 31 december 2015, 31 december
2014 en 31 december 2013 (de “Gecombineerde
Jaarrekening”), en die is gebaseerd op de geconsolideerde
jaarrekening van de Verkopende Aandeelhouder en haar
dochtermaatschappijen in de zin van artikel 2:24b BW
(“Koninklijke Philips”) alsook haar boekhouding. De
Gecombineerde Jaarrekening is gebaseerd op “carve-out”
financiéle informatie van de geconsolideerde jaarrekening van
Koninklijke Philips voor het presenteren van de financiéle
positie, bedrijfsresultaten en kasstromen van de Groep als
zelfstandige entiteit. De Groep bestond eerder niet als een
rapporterende groep en daarom is er eerder geen afzonderlijke
(verplichte)  geconsolideerde  jaarrekening  opgemaakt.
Dientengevolge weerspiegelt de Gecombineerde Jaarrekening
niet noodzakelijkerwijs het bedrijfsresultaat, de financiéle
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toestand en de kasstromen van de Groep waarvan sprake was
geweest als zij in de in het Prospectus gepresenteerde periode
als een afzonderlijke, zelfstandige groep had opgetreden en is
deze niet noodzakelijkerwijs leidend voor de toekomstige
bedrijfsresultaten, financiéle toestand en kasstromen van de
Groep.

Dit Prospectus bevat daarnaast de verkorte gecombineerde
interim jaarrekening van de Groep voor de driemaandperiode
geé€indigd op 31 maart 2016 en 2015 en de toelichting daarop (de
“Verkorte Gecombineerde Interim Jaarrekening”). De
Verkorte Gecombineerde Interim Jaarrekening is opgemaakt op
basis van IAS 34.

Gecombineerde resultatenrekening

Over het
eerste
kwartaal
geéindigd op
31 maart (niet Voor jaareinde
In miljoenen euro’s gecontroleerd) 31 december
2016 2015 2015 2014 2013
Omzet .................... 1,702 1,727 7.465 6.981 7.129
Kostprijs van de omzet . ...... (1,075) (1,106) (4.810) (4.671) (4.573)
Brutomarge .............. 627 621 (2.655) 2.310 2.556
Verkoopkosten ............. (430) (430) (1.751) (1.657) (1.722),
Onderzoeks- en
ontwikkelingskosten .. ... .. 90) (88) (366) (395) (375)
Algemene en administratieve
kosten .................. 49) (50) (233) (223) (233)
Waardevermindering van
goodwill ................ 2 — — 2) (26)
Overige bedrijfsinkomsten . . . . 18 2 48 13 31
Overige bedrijfskosten ....... 3 — 22) 5) 18
Bedrijfsresultaat ........... 71 55 331 41 213
Financi€le baten ............ 4  — 3 3 3
Financi€le lasten . ........... 21) 2) @11 ) 4)
Winst voor belasting . . ... ... 54 53 323 35 212
Winstbelasting ............. 40) (23) (83) (66) (45
Winst na belasting ......... 14 30 240 31) 167
Resultaten verband houdende
met investering in
deelnemingen ............ — — — 2 1
Netto opbrengsten (verlies) . . 14 30 240 (29) 168

Gecombineerde balans

Per 31 maart
(niet gecon-
In miljoenen euro’s troleerd) Per 31 december

2016 2015 2014 2013

Vaste activa
Materiéle vaste activa:

Kostprijs .............. 2,634 2.620 2.840 2.767
Gecumuleerde
afschrijvingen ........ (2,031) (1.986) (2.118) (1.937)
Totale materi€le vaste activa . . . 603 634 722 830
Goodwill .................. 1,781 1.844 1.676 1.458
Immateriéle activa:
Kostprijs .............. 2,196 2.192 2.120 1.799
Gecumuleerde
afschrijvingen . ....... (1,391)  (1.336) (1.214) (1.027)
Totale immateri€le activa .. ... 805 856 906 772
Langlopende vorderingen .. ... 16 20 10 8
Investeringen in
deelnemingen ............. 23 23 24 27
Overige financiéle vaste
activa ... 58 8 23 22
Uitgestelde
belastingvorderingen . ... ... 409 259 241 212
Overige vaste activa ......... 19 15 4 4
Totale vaste activa .......... 3,714 3.659 3.606 3.333
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Per 31 maart
(niet gecon-
In miljoenen euro’s troleerd) Per 31 december

2016 2015 2014 2013

Vlottende activa

Voorraden ................... 1,010 988 996 983
Overige vlottende activa ........ 48 46 65 52
Financiéle activa - derivaten .. ... 10 9 17 20
Vordering inkomstenbelasting . . . . 30 25 8 7
Vorderingen:

Vorderingen . ............. 1,344 1.436 1.455 1.289

Vorderingen op verbonden
partijen — Koninklijke

Philips . ............... 65 83 3 13
Overige kortlopende
vorderingen ............ 103 80 87 69
Totale vorderingen . . ........... 1,512 1.599 1.545 1.371
Activa geclassificeerd als
aangehouden voor verkoop . . .. 52 34 20 15
Kortlopende vorderingen
Koninklijke Philips .......... 207 — — —
Liquide middelen . ............. 353 83 75 49
Totale vlottende activa ........ 3,222 2.784 2.726 2.497
Totaleactiva ................. 6,936 6.443 6.332 5.830
Eigen vermogen
Netto investering eigenaar . . .. ... 3,011 3.513 3.495 3.297
Minderheidsbelang . ........... 110 103 88 2
Bedrijfsvermogen ............ 3,121 3.616 3.583 3.299
Langlopende verplichtingen
Langlopende schuld . ........... 18 2 41 6
Langlopende voorzieningen .. ... 678 350 461 348
Uitgestelde
belastingverplichtingen ....... 38 126 150 132
Overige langlopende
verplichtingen .............. 320 159 158 145
Totale langlopende
verplichtingen ............. 1,054 637 810 631
Kortlopende verplichtingen
Kortlopende schuld ............ 95 86 49 2
Kortlopende schuld Koninklijke
Philips .................... 645 — — —
Financiéle verplichtingen
—derivaten ................. 13 7 15 22
Verschuldigde winstbelasting . . .. 23 6 14 10
Crediteuren en verhandelbare
schuldpapieren:
Handelscrediteuren . . . . .. .. 765 940 847 867

Aan verbonden partijen
verschuldigde vorderingen

— Koninklijke Philips . . . .. 147 111 37 20
Totale crediteuren en
verhandelbare
schuldpapieren . ............. 912 1,051 884 887
Overlopende passiva ........... 404 459 447 459
Kortlopende voorzieningen . . . ... 266 263 240 227

Verplichtingen in verband met
activa geclassificeerd als

aangehouden voor verkoop . ... 10 6 — —
Overige kortlopende

verplichtingen .............. 393 312 290 293
Totale kortlopende

verplichtingen ............. 2,761 2.190 1.939 1.900
Totale verplichtingen . ......... 3,815 2.827 2.749 2.531
Totale verplichtingen en

bedrijfsvermogen ........... 6,936 6.443 6.332 5.830
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Gecombineerde kasstroomoverzichten

Voor jaareinde
31 december

Over het
eerste
kwartaal
geéindigd op
31 maart (niet
In miljoenen euro’s gecontroleerd)
2016 2015
Kasstromen uit operationele
activiteiten
Netto winst (verlies) ........... 14 30
Afschrijving, amortisatie &
waardevermindering van niet-
financi€le activa ............. 78 73
Waardevermindering van niet-
financi€le activa ............. 3 —
Netto voordeel uit verkoop van
activa . ... 1 —
Rentebaten .................... 4 —
Rentelasten op schulden, leningen
en overige verplichtingen ...... 18 2
Winstbelasting .. ............... 40 23
Op aandelen gebaseerde
beloning .................... 6 7
Afname (toename) van
werkkapitaal ................ (102) 79
Afname (toename) van
vorderingen en overige
viottende activa . .. ....... 28 28
Afname (toename) van
voorraden .............. (47) (65)
Toename (afname) van
crediteuren, overlopende
passiva en overige
kortlopende
verplichtingen ........... (83) 116
Toename (afname) van langlopende
vorderingen en overige activa en
verplichtingen ............... (63) 2
Toename (afname) van
voorzieningen . .............. 31) (23)
Afname (toename) van activa
geclassificeerd als aangehouden
voor verkoop . ........ ... .. — —
Betaalderente ................. (D) 2)
Betaalde winstbelasting . . ........ (17) 7
Netto kasstroom uit operationele
activiteiten ................. (60) 184
Kasstromen uit
investeringsactiviteiten
Netto kapitaalinvesteringen . . . . . .. (18) (28)
Toevoeging van immateriéle
activa . ...........c.... .. (4) (8)
Kapitaalinvesteringen in
materiéle vaste activa . . . .. (16) (20)
Opbrengsten uit verkoop van
materiéle vaste activa . . . .. 2 —
Opbrengsten uit overige vaste
financi€le activa ............. — 17

Aankoop van bedrijven,

gecorrigeerd voor meegekocht

kasgeld .......... ... ... ... — 3)
Ontvangen dividend uit

investeringen in deelnemingen .. — —

Netto kasstroom gebruikt voor
investeringsactiviteiten . ... ... (18) (14)

2015 2014 2013

240 (29) 168

315 381 390
4 —
260 @ (@
3 3 0
7 9 4
83 66 45
24 22 27

209 (33) (231)

—  (17) (206)

29 114 (94)

180 (130) 69

(29) — 4
(79) 116 (86)
— (H @

2 &) —
@6 (@3 (54

717 478 262

(85) (123) (178)
(38) (51) (38)

(98) (109) (159)

51 37 19
31— —
(1) (125) —

w2

(65) (249) (176)
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Over het

eerste
kwartaal
eindigend op
31 maart (niet  Voor jaareinde
In miljoenen euro’s gecontroleerd) 31 december

2016 2015 2015 2014 2013

Kasstromen uit
financieringsactiviteiten

Financiering van (betaling aan)

Koninklijke Philips ........... (349) (149) (626) (200) (95)
Kapitaalinbreng van Koninklijke

Philips .......... ... ... ... 692 @— @ — @ — —
Opbrengst uit uitgifte (betalingen)

van schuldpapieren ........... 3 24) (12) (1 ﬁ)

Netto geldmiddelen gebruikt voor

financieringsactiviteiten ... ... 346 (173) (638) (201) (97)
Netto geldmiddelen (gebruikt

voor) uit doorlopende

operaties ................... 268 3 14 28 (11
Gevolgen van

wisselkoersschommelingen voor

liquide middelen ............. 2 ® 0 @ 2
Liquide middelen aan begin van de

periode . ... ... 83 75 75 49 ﬁ
Liquide middelen aan eind van de

periode .................... 353 63 8 75 49

Bedrijfsonderdeel informatie

De onderneming van de Groep is functioneel ingedeeld en
wordt, op basis van technologie en eindmarkten, geleid door
vier operationele bedrijfsonderdelen: BG Lamps, BG LED, BG
Professional en BG Home. Sommige innovatieactiviteiten van
de Groep, alsook bepaalde kosten die verband houden met het
hoofdkantoor van de Groep, worden niet weerspiegeld in de
financiéle resultaten van de BGs, en worden in dit Prospectus
beschreven onder “Overig”.

BG BG BG BG
In miljoenen euro’s Lamps LED Professional Home Overig Totaal

Over het eerste kwartaal
geéindigd op 31 maart van

2016
Omzet ........cccoouuen. 615 355 601 124 7 1,702
Inkomsten uit

bedrijfsactiviteiten ...... 113 19 (25) (15) (1) 71

Over het eerste kwartaal
geéindigd op 31 maart van

2015
Omzet ........cccoovuen. 727 275 610 112 3 1,727
Inkomsten uit

bedrijfsactiviteiten ...... 106 2 (19) (19) (15) 55

Over het jaar 2015 geéindigd
op 31 december

Oomzet ..........c.vn... 2.850 1.334 2757 515 9 7.465
Inkomsten uit

bedrijfsactiviteiten ...... 403 66 14 73)  (79) 331
Over het jaar 2014 geéindigd

op 31 december
Omzet ..........ccnn.. 3119 958  2.420 482 2 6981
Inkomsten uit

bedrijfsactiviteiten ...... 356  (62) (56) (70) (127) 41
Over het jaar 2013 geéindigd

op 31 december
Oomzet ........ccovvvnn... 3.557 772 2.308 490 2 7129
Inkomsten uit

bedrijfsactiviteiten . ..... 586  (20) (75) (152) (126) 213
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B.8

Geselecteerde  belangrijke  pro
forma financiéle informatie

Niet van toepassing. Het Prospectus bevat geen pro forma
financiéle informatie.

B.9

Winstprognose

Niet van toepassing. De
winstprognose afgegeven.

Vennootschap heeft geen

B.10

Voorbehouden in de afgifte van
verklaring van accountant betreffende
de historisch financi€le informatie

Niet van toepassing. De accountantsverklaring bevat geen
voorbehouden ten aanzien van de historische financiéle
informatie voor de jaren ge€indigd op 31 december 2015, 2014
en 2013.

B.11

Verklaring in geval van onvoldoende
werkkapitaal

De Vennootschap meent dat het voor de Groep beschikbare
werkkapitaal voldoende toereikend is om aan de huidige
financiéle verplichtingen van de Groep te voldoen, ten minste
voor de periode van twaalf maanden vanaf de datum van het
Prospectus.

Afdeling C — Effecten

Cl1

Soort en klasse en het security
identification number

Alle Gewone Aandelen zijn gewone aandelen in het geplaatste
en uitstaande aandelenkapitaal van de Vennootschap, met een
nominale waarde van €0,01 per aandeel.

Er is een aanvraag ingediend voor een notering van alle
Gewone Aandelen onder het symbool “LIGHT” aan Euronext
Amsterdam, met ISIN Code: NL0O011821392.

C.2

Valuta van de Aangeboden Aandelen

De Aangeboden Aandelen worden uitgedrukt en verhandeld in
euro’s.

C3

Aantal Aandelen en nominale

waarde per Aandeel

Per de datum van het Prospectus bedraagt het aandelenkapitaal
van de Vennootschap €6,000,000, bestaande uit 300,000,000
Gewone Aandelen met een nominale waarde van €0,01 per
aandeel en 300,000,000 preferente aandelen met een nominale
waarde van €0,01 per aandeel (de “Preferente Aandelen”, en
gezamenlijk met de Gewone Aandelen, de “Aandelen”). Het
geplaatste en uitstaande aandelenkapitaal van de Vennootschap
is €1, bestaande uit honderd Gewone Aandelen en geen
Preferente Aandelen.

Per de datum van het Prospectus houdt de Vennootschap geen
Gewone Aandelen.

C4

Rechten verbonden aan de Aandelen

Elke verwijzing hieronder naar de “Statuten” is een verwijzing
naar de statuten van de Vennootschap zoals deze luiden na de
datum waarop betaling (in euro’s) voor en levering van de
Aangeboden Aandelen (de Afwikkeling) plaatsvindt hetgeen
wordt verwacht plaats te vinden op of omstreeks 31 mei 2016,
onder voorbehoud van inkorting of verlenging van het
tijdschema voor de Aanbieding (de “Afwikkelingsdatum”).

Op de Gewone Aandelen rust een dividendrecht. Elk Gewoon
Aandeel geeft recht tot het uitbrengen van één stem tijdens de
Algemene Vergadering. Het stemrecht is niet aan beperkingen
onderhevig.

Bij de uitgifte van Gewone Aandelen tegen contante betaling
wordt aan elke Aandeelhouder een voorkeursrecht toegekend in
verhouding tot de nominale waarde van zijn totale Gewone
Aandelen. Het voorkeursrecht geldt niet ten aanzien van
Aandelen die tegen inbreng in natura worden uitgegeven,
Aandelen die worden uitgegeven aan werknemers van de
Vennootschap of van een Groepsmaatschappij, of Aandelen die
worden uitgegeven aan een persoon die een eerder toegekend
recht tot het nemen van Aandelen uitoefent.
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De raad van bestuur van de Vennootschap (de “Raad van
Bestuur”) kan besluiten het voorkeursrecht te beperken of uit
te sluiten, voor zover de Raad van Bestuur door de Algemene
Vergadering daartoe is aangewezen. Indien de Raad van
Bestuur niet bevoegd is om te beslissen tot uitgifte van
Aandelen, is de Algemene Vergadering, op voorstel van de
Raad van Bestuur, bevoegd tot het beperken of uitsluiten van
voorkeursrechten. Een dergelijk voorstel moet worden
goedgekeurd door de raad van commissarissen van de
Vennootschap (de “Raad van Commissarissen”). Voor een
besluit van de Algemene Vergadering is een meerderheid
vereist van ten minste twee derde van de uitgebrachte stemmen
indien minder dan de helft van het geplaatste aandelenkapitaal
in de Algemene Vergadering is vertegenwoordigd.

Bij de uitgifte van Preferente Aandelen bestaat geen
voorkeursrecht. Houders van Preferente Aandelen hebben geen
voorkeursrecht ten opzichte van Gewone Aandelen.

Zoals hierboven uiteengezet, is de Raad van Bestuur door de
Algemene Vergadering gemachtigd te besluiten tot de uitgifte
van Gewone Aandelen, tot het verlenen van rechten tot het
nemen van Gewone Aandelen en tot het beperken en/of
uitsluiten van het wettelijk voorkeursrecht met betrekking tot
de uitgiftes van Gewone Aandelen of de verlening van rechten
tot het nemen van Aandelen. Genoemde machtiging van de
Raad van Bestuur is beperkt tot 10% van het totale nominale
geplaatste aandelenkapitaal van de Vennootschap per de
Afwikkelingsdatum plus een extra 10% van het nominale
geplaatste aandelenkapitaal van de Vennootschap per de
Afwikkelingsdatum in verband met of in het geval van fusies
en overnames en strategische allianties en is met ingang van
die datum 18 maanden geldig.

CsS

Beperkingen op de overdraagbaarheid
van de Aangeboden Aandelen

Voor een overdracht van een Aandeel of een beperkt recht op
dat Aandeel is een akte van overdracht en de schriftelijke
erkenning van de overdracht door de Vennootschap vereist.

Een Aandeel wordt een giraal aandeel door overdracht of
uitgifte aan het Nederlands Centraal Instituut voor Giraal
Effectenverkeer B.V. (“Euroclear Nederland”) of aan een
tussenpersoon, met schriftelijke vermelding dat het aandeel een
giraal aandeel is. Het girale aandeel moet worden opgenomen
in het aandeelhoudersregister van de Vennootschap op naam
van Euroclear Nederland of de desbetreffende tussenpersoon,
met de schriftelijke vermelding dat het een giraal aandeel
betreft. Girale aandeelhouders worden niet opgenomen in het
aandeelhoudersregister van de Vennootschap. Girale aandelen
kunnen uitsluitend worden geleverd vanuit een collectief depot
of girodepot met inachtneming van de toepasselijke bepalingen
van de Wet giraal effectenverkeer. De overdracht door een
girale aandeelhouder van zijn girale rechten vindt plaats in
overeenstemming met de bepalingen van de Wet giraal
effectenverkeer. Hetzelfde geldt voor de vestiging van een
pandrecht en de vestiging of overdracht van een vruchtgebruik
op deze girale rechten.

C.6

Notering en toelating tot de handel
van de Aangeboden Aandelen

Er bestaat voorafgaand aan de Aanbieding geen openbare
markt voor de Gewone Aandelen. Er is een aanvraag ingediend
voor een notering van alle Gewone Aandelen aan Euronext
Amsterdam onder het symbool “LIGHT” met ISIN code
NLO0011821392. Afhankelijk van eventuele inkorting of

34




verlenging van het tijdschema van de Aanbieding, wordt
verwacht dat de handel in de Aangeboden Aandelen aan
Euronext Amsterdam zal beginnen, op een as-if-and-when-
delivered basis, op of omstreeks 27 mei 2016 (de “Eerste
Handelsdag”).

C.7 Dividendbeleid De Vennootschap streeft naar een jaarlijkse contante
dividenduitkering van 40% tot 50% van de gecorrigeerde netto
inkomsten.? De Vennootschap verwacht de eerste dividenduitkering
te kunnen doen in 2017, en deze zal zijn gebaseerd op de resultaten
over heel 2016. Er kunnen geen garanties worden gegeven dat in
een bepaald jaar dividend zal worden uitgekeerd. De eventuele
uitkering van dividend en de bedragen en timing daarvan zullen van
verschillende factoren athankelijk zijn, waaronder toekomstige
resultaten, winsten, financi€le en algemene economische en
bedrijfsomstandigheden, prognoses en al die factoren die de Raad
van Bestuur mogelijk van belang acht alsook andere eisen in wet- en
regelgeving; veel van deze factoren kunnen buiten de macht van de
Vennootschap liggen. Er kunnen geen garanties worden gegeven dat
de prestaties van de Groep de naleving van het dividendbeleid of
een verhoging van het dividendpercentage mogelijk zullen maken,
en in het bijzonder zal de Vennootschap mogelijk minder of geen
dividend kunnen uitkeren als een van de in dit Prospectus
beschreven risico’s zich voordoet. Verder zal de Raad van Bestuur
het dividendbeleid van de Vennootschap van tijd tot tijd herzien en
eventueel wijzigen.

Afdeling D — Risico’s

D.1 Selectie van belangrijkste risico’s Het volgende is een selectie van de belangrijkste risico’s die
betrekking hebben op de industrie, onderneming en
bedrijfsactiviteiten van de Groep, de Afsplitsing en de
oprichting van de Vennootschap als een onafhankelijke
beursgenoteerde onderneming, juridische en nalevingsrisico’s,
financiéle risico’s, risico’s die samenhangen met de Gewone
Aandelen en risico’s die samenhangen met de Aanbieding en
de Aangeboden Aandelen. Bij het maken van de selectie heeft
de Groep onder meer rekening gehouden met de
waarschijnlijkheid naar huidige omstandigheden dat het risico
zich  verwezenlijkt, de mogelijke impact die een
verwezenlijking van het risico zou kunnen hebben op de
onderneming, de financié€le situatie, het operationeel resultaat
en vooruitzichten van de Groep, en de aandacht die deze
risico’s naar de huidige verwachting bij verwezenlijking
behoeven van het management van de Groep. Beleggers dienen
alle risico’s te lezen, te begrijpen en te overwegen, welke
risico’s materieel zijn en in hun geheel gelezen dienen te
worden in het hoofdstuk “Risk Factors” beginnend op pagina
51 van het Prospectus, voordat zij een beslissing nemen om in
de Aangeboden Aandelen te beleggen.

*  Met haar wereldwijde en cyclische activiteiten is de Groep
gevoelig voor negatieve economische en politicke
ontwikkelingen in landen en industrieén over de hele
wereld.

2 Gecorrigeerde netto inkomsten worden gedefinieerd als netto inkomsten uit normale bedrijfsactiviteiten, ofwel netto inkomsten met
uitzondering van uitzonderlijke bedrijfsactiviteiten en materi€le niet-terugkerende items.
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In de verlichtingsindustrie is een technologische transitie
gaande van conventionele verlichtingstechnologieén naar
LED-verlichtingstechnologieén en het is mogelijk dat de
Groep er niet in slaagt hiermee succesvol om te gaan.

Snelle technologische veranderingen en de overgang van
conventionele  verlichtingstechnologieén naar LED-
verlichtingstechnologieén kunnen het bedrijfsmodel van
de Groep ontwrichten en vragen mogelijk om andere
aanpassingen van het bedrijfsmodel, met inbegrip van
verkoop en marketing, onderzoek en ontwikkeling,
toeleveringsketenbeheer en inkoopprocessen.

De lichtmarkt waarin de Groep opereert, kent een sterke
concurrentie aangezien daarin naast andere traditionele
verlichtingsfabrikanten op de markt van LED-verlichting
ook nieuwkomers over de hele wereld actief zijn.
Bovendien zal het concurrentielandschap wellicht
veranderen onder invloed van toenemende verticale
integratie.

De Groep heeft aanzienlijk geinvesteerd in de
ontwikkeling van haar aanbod van verlichtingssystemen
(waaronder  connected  verlichtingssystemen)  en
verlichtingsdiensten. Het is niet gegarandeerd dat de
strategie van de Groep op dit punt met succes zal worden
getmplementeerd of dat de Groep de verwachte opbrengst
van deze strategie volledig zal kunnen genereren.

De huidige en toekomstige programma’s van de Groep
voor bedrijfstransformatie zijn kostbaar of kunnen dat in
de toekomst worden, worden mogelijk niet succesvol
getmplementeerd en leiden mogelijk niet tot de verwachte
mate van prestatieverbetering van de Groep.

De Groep zal van tijd tot tijd aankopen doen en andere
transacties aangaan ter aanvulling of uitbreiding van haar
huidige onderneming. De Groep zou evenwel niet kunnen
slagen in het doen van geschikte aankopen tegen de juiste
prijs en het integreren daarvan in haar bedrijfsactiviteiten,
en aankopen leiden mogelijk tot een verschuiving van de
aandacht van management.

Als gevolg van de Afsplitsing heeft de Vennootschap voor
dit Prospectus, op basis van “carve-out” financiéle
informatie, een Gecombineerde Jaarrekening van de
Groep opgemaakt. De financiéle informatie in dit
Prospectus verschilt daarom van de financién waarvan
sprake was geweest als de Vennootschap een
onafhankelijke vennootschap was geweest en deze
informatie  is  derhalve  niet  noodzakelijkerwijs
representatief voor de historische of toekomstige positie
van de  Vennootschap als een afzonderlijke
beursgenoteerde onderneming.

De daadwerkelijke pensioenverplichtingen en kosten na de
Afsplitsing kunnen aanmerkelijk verschillen van wat
wordt weergegeven in de Gecombineerde Jaarrekening.

De Groep zou er niet in kunnen slagen een nieuwe
bedrijfs- en merkidentiteit te creéren.
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*  Het verleden van de gecombineerde Groep, de Afsplitsing
van de Groep van Koninklijke Philips en de Aanbieding
kunnen nadelige fiscale gevolgen hebben.

*  De Groep opereert in meerdere jurisdicties en moet zich
houden aan de fiscale wetgeving van die jurisdicties, en
dat brengt fiscale risico’s voor de Groep met zich mee.

D.2

Belangrijkste risico’s die kenmerkend
zijn voor de Groep

Het volgende is een samenvatting van alle andere belangrijkste
risico’s die betrekking hebben op de industrie, onderneming en
bedrijfsactiviteiten van de Groep, de Afsplitsing en de
oprichting van de Vennootschap als een onafhankelijke
beursgenoteerde onderneming, juridische en nalevingsrisico’s,
financiéle risico’s, risico’s die samenhangen met de Gewone
Aandelen en risico’s die samenhangen met de Aanbieding en
de Aangeboden Aandelen. Beleggers dienen alle risico’s te
lezen, te begrijpen en te overwegen, welke risico’s materieel
zijn en in hun geheel gelezen dienen te worden in het hoofdstuk
“Risk Factors” beginnend op pagina 51 van het Prospectus,
voordat zij een beslissing nemen om in de Aangeboden
Aandelen te beleggen.

Risico’s voor de industrie, onderneming en bedrijfsactiviteiten
van de Groep

*  FEr bestaat geen garantie dat de strategie van de Groep ten
aanzien van deze overgang van conventionele
verlichtingstechnologieén naar LED-
verlichtingstechnologieén, naast het optimaliseren van het
genereren van kasstromen uit de onderneming rond
conventionele lampen, succesvol zal zijn.

e FEen belangrijk deel van de bestaande operationele
fabrieken van de Groep is overbodig geworden of zal
overbodig worden als gevolg van de overgang van
conventionele  verlichtingstechnologieén naar LED-
verlichtingstechnologieén, hetgeen heeft geresulteerd in en
naar verwachting zal blijven resulteren in een aanzienlijke
kostenpost voor de Groep.

*  De Groep slaagt er mogelijk niet in de sterk afkalvende
prijzen die kenmerkend zijn voor de markt van LED-
lampen op te vangen door middel van grotere volumes,
productiviteitsverbetering, productinnovaties en
kostenbeheersing.

e Of en in welke mate de Groep in staat is om effectief te
concurreren hangt af van haar vermogen om met haar
producten, systemen en diensten onderscheidend te zijn
ten opzichte van haar concurrenten.

e Initiatieven tot kostenbesparingen die nodig zijn voor het
behoud en de verhoging van winstmarges en grotere
kasstromen, hebben mogelijk niet het gewenste effect.

e De onderneming van de Groep kan grote negatieve gevolgen
ondervinden van verlies van belangrijke klanten of wijzigingen
van de inkoopvoorwaarden van belangrijke klanten.

e De fabrieks- en leveringsactiviteiten van de Groep
verschuiven van een in-house-productiemodel naar een
“asset-light”-outsourcing model, dat de Groep in
toenemende mate afhankelijk maakt van externe
leveranciers en een effectief toeleveringsketenbeheer.
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De Groep is voor bepaalde cruciale componenten en
grondstoffen afthankelijk van externe leveranciers, wat het
risico van prijsverhogingen of tekorten met zich
meebrengt.

De Groep steunt voor haar wereldwijde distributie van
LED-lampen op de fabricage daarvan in Azi€, en kan
daardoor te maken hebben met lange levertijden.

Hoge vaste kosten van de Groep kunnen, in combinatie
met lage opbrengsten, in moeilijke marktomstandigheden
een negatief effect hebben op de resultaten van de Groep.

De Groep kan verliezen lijden in verband met het
binnenhalen, uitvoeren en beheren van complexe
verlichtingsprojecten.

De Groep heeft minder dan 100% van de aandelen in handen
van sommige van haar vennootschappen en neemt deel aan
joint ventures of gelieerde vennootschappen waarvan de
eigendomsstructuur bepaalde risico’s met zich meebrengt.

De Groep zal van tijd tot tijd met bepaalde productlijnen,
ondernemingen of markten willen stoppen maar slaagt
daar mogelijk niet in.

Het risico van onbevoegd gebruik van intellectuele
eigendomsrechten van de Groep kan mogelijk schade
berokkenen aan de onderneming, de bedrijfsresultaten en
de financiéle toestand van de Groep.

De Groep heeft voor haar producten en diensten mogelijk
toegang nodig tot intellectuele eigendomsrechten van
derden en derden kunnen intellectuele eigendomsrechten
inroepen tegen de Groep.

De Groep stelt hoge kwaliteitseisen aan haar producten
maar het kan zijn dat producten gebreken vertonen of
anderszins niet aan de eisen voldoen. Kwaliteitsgebreken
kunnen leiden tot minder verkopen en kosten in verband
met garantie of productaansprakelijkheidsclaims dan wel
het terugroepen van gebrekkige producten.

De Groep kan aanzienlijke verliezen lijden ingeval van
een natuurramp, terroristische aanslag of andere calamiteit
in markten waarin zij actief is.

De Groep gaat uit van een ononderbroken verloop van
haar productiestromen en beschikbare
informatietechnologiesystemen (“IT”), en loopt het risico
van onderbreking, verlies van gegevens, bedreigingen van
de IT-veiligheid, computercriminaliteit en inbreuken op de
vertrouwelijkheid en integriteit van gegevens.

De Groep is athankelijk van haar personeel waar het gaat
om leidinggeven en specialistische vakkennis. Wanneer
zij niet meer in staat is dergelijk personeel aan te trekken
en te behouden, kan dit haar onderneming negatief
beinvloeden.

De Groep is afhankelijk van haar relatie met haar
werknemers. Stakingen en andere arbeidsconflicten alsook
loonstijgingen of indirecte arbeidskosten kunnen een
substantieel, nadelig effect hebben voor haar
onderneming.
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Risico’s die samenhangen met de Afsplitsing en de
oprichting van de Vennootschap als een onafhankelijke
beursgenoteerde onderneming

De Groep steunt na de Afsplitsing op Koninklijke Philips
voor het leveren van bepaalde diensten waaronder IT-
diensten, en het is mogelijk dat de Groep niet in staat zal
zijn om tijdig en kosteneffectief die wijzigingen door te
voeren die nodig zijn om als een volledig onafhankelijke
vennootschap te kunnen opereren.

De Groep zou aanspraken op essentiéle intellectuele
eigendomsrechten kunnen verliezen als gevolg van het feit dat
zij niet meer een bedrijfsonderdeel van Koninklijke Philips is.

Potenti€le vrijwaringsverplichtingen jegens Koninklijke
Philips ingevolge de overeenkomst tussen Philips Lighting
Holding B.V. en de Verkopende Aandeelhouder van
1 februari 2016 ter zake van de Afsplitsing (de
“Afsplitsingsovereenkomst”) zouden voor de Groep
substanti€le verplichtingen tot gevolg kunnen hebben.

In verband met de Afsplitsing stemt Koninklijke Philips
ermee in de Groep te vrijwaren tegen bepaalde
aansprakelijkheden. Er bestaat evenwel geen garantie dat
de vrijwaring voldoende is om de Groep te beschermen
tegen het volledige bedrag van zulke aansprakelijkheden,
of dat Koninklijke Philips ook in de toekomst in staat zal
zijn aan haar vrijwaringsverplichting te voldoen.

Na de Aanbieding zal Koninklijke Philips nog steeds in een
positie verkeren waarin zij substantieel invloed kan uitoefenen
op de Vennootschap, en haar belangen kunnen afwijken van
die van de overige Aandeelhouders van de Vennootschap.

Als onafhankelijk opererende Vennootschap kan de
Vennootschap te maken krijgen met een toename in
administratieve, financi€le en aanverwante kosten.

Juridische en nalevingsrisico’s

De Groep is of kan in de toekomst worden betrokken bij
juridische procedures.

Wezenlijke veranderingen in toepasselijke wet- en
regelgeving dan wel in de interpretatie of handhaving
daarvan, zouden de onderneming, de bedrijfsresultaten, de
financiéle toestand en de vooruitzichten van de Groep
ernstig kunnen schaden.

De onderneming, de bedrijfsresultaten, de financiéle
toestand en de vooruitzichten van de Groep zouden ernstig
nadelig kunnen worden geraakt door schendingen van
mededingingswetten.

De onderneming en de bedrijfsactiviteiten van de Groep
zouden ernstige nadelige gevolgen kunnen ondervinden
van schendingen van de U.S. Foreign Corrupt Practices
Act, de United Kingdom Bribery Act 2010 of van
vergelijkbare anti-omkopingswetgeving in andere landen.

De Groep moet zich houden aan strenge wetgeving op het
gebied van de bescherming van persoonsgegevens en
loopt daarom risico op hogere nalevingskosten en
inbreuken op vertrouwelijkheid en beveiliging.
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De onderneming en de bedrijfsactiviteiten van de Groep
zouden nadelige gevolgen kunnen ondervinden van
schendingen van wetgeving inzake exportcontrole en
internationale sancties.

De Groep wordt blootgesteld aan risico’s met betrekking
tot financié€le rapportage en interne controles.

De Groep staat bloot aan milieu-aansprakelijkheidsrisico’s,
moet voldoen aan milieuregelgeving en maakt kosten om aan
zulke regels te voldoen.

Financiéle risico’s

De Groep loopt wisselkoersrisico’s, met name ten
opzichte van de euro.

De Groep loopt het risico van beperkte toegang tot
schuldfinanciering.

De Groep loopt renterisico’s.

De Groep zou nadelige invloed kunnen ondervinden van
beperkingen op grond van regelgeving ten aanzien van
grensoverschrijdende betalingsstromen of
valutaomrekeningen.

De Groep staat bloot aan tegenpartijrisico/kredietrisico
van klanten en financiéle instellingen.

De Groep staat bloot aan verschillende fiscale
onzekerheden met mogelijk aanzienlijke gevolgen voor
lokale fiscale resultaten.

Het risico bestaat dat de Groep te maken krijgt met
waardevermindering van goodwill van aangekochte
bedrijven.

De Groep heeft in verschillende landen pensioenregelingen
en ziektekostenregelingen voor gepensioneerden. De
dekkingsstatus en de kosten om deze regelingen in stand te
houden staan onder invloed van bewegingen in de
financi¢le markten en demografische ontwikkelingen, en
deze regelingen zouden een negatief effect kunnen hebben
op de financiéle situatie van de Groep.

D.3

Belangrijke risico’s verbonden aan
de Aandelen en de Aanbieding

Risico’s die samenhangen met de Gewone Aandelen

Of en in welke mate in de toekomst dividend wordt
uitgekeerd, hangt af van de bedrijfsresultaten en de
financiéle staat van de Groep en van de resultaten, en van
de uitkeringen aan de Vennootschap door de
werkmaatschappijen binnen de Groep.

De marktprijs van Gewone Aandelen kan nadelig beinvloed
worden door toekomstige uitgifte door de Vennootschap van
Gewone Aandelen of schuldinstrumenten of andere effecten
die converteerbaar zijn in Gewone Aandelen, of de
toekomstige verkoop van een aanzienlijk aantal Gewone
Aandelen door Koninklijke Philips of de verwachting dat dit
gaat gebeuren, en door een toekomstige uitgifte van Gewone
Aandelen kan het aandelenbezit van bestaande
Aandeelhouders verwateren. Hoewel verwacht wordt dat de
Vennootschap en Koninklijke Philips in de Underwriting
Overeenkomst (zoals hierna gedefinieerd) instemmen met
bepaalde beperkingen ten aanzien van de uitgifte, verkoop of
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overdracht van Gewone Aandelen gedurende een periode van
180 dagen na de Afwikkelingsdatum, zijn de Joint Global
Coordinators (zoals hierna gedefinieerd) gerechtigd, geheel
naar eigen inzicht en op elk moment, afstand te doen van die
beperkingen.

*  Houders van Gewone Aandelen buiten Nederland zijn
mogelijk niet in staat om hun voorkeursrecht uit te
oefenen bij toekomstige aanbiedingen, en kunnen als
gevolg daarvan verwatering ervaren.

*  Bepalingen in de Statuten en in contracten die de Groep is
aangegaan, kunnen vertragend werken ingeval van
pogingen tot overname die gunstig zouden kunnen zijn
voor de houders van Gewone Aandelen, of deze pogingen
zelfs verhinderen.

Risico’s die samenhangen met de Aanbieding en de
Aangeboden Aandelen

*  De Gewone Aandelen zijn voorafgaand aan de Aanbieding
niet op de publieke markt verhandeld en er is geen enkele
garantie dat er een actieve en liquide markt voor de
Aandelen ontstaat.

* De marktprijs van de Gewone Aandelen van de
Vennootschap kan aanzienlijk fluctueren en het risico
bestaat dat beleggers hun gehele inleg of een deel ervan
kwijtraken.

e Als de afwikkeling van de Aanbieding niet plaatsvindt,
worden inschrijvingen op de Aangeboden Aandelen buiten
beschouwing gelaten en gaan transacties in de
Aangeboden Aandelen die reeds zijn uitgevoerd, teniet.

Afdeling E — Aanbieding

E.1l

Netto opbrengst en geschatte kosten

De Vennootschap zal geen opbrengsten van de Aanbieding
ontvangen; de netto opbrengst is bestemd voor de Verkopende
Aandeelhouder.

Na aftrek van de met de Aanbieding verband houdende kosten,
commissies en belastingen van circa €47.000.000, die de
Verkopende Aandeelhouder verschuldigd is, verwacht de
Verkopende Aandeelhouder een netto opbrengst te ontvangen
van €721.750.000. Dit is gebaseerd op een Aanbiedingsprijs in
het midden van de Bandbreedte van de Aanbiedingsprijs (zoals
hierna gedefinieerd) en op basis van de verwachting dat alle
Aangeboden Aandelen door de Verkopende Aandeelhouder
worden verkocht en dat de door de Verkopende Aandeelhouder
in verband met de Aanbieding te verlenen overtoewijzingsoptie
(de “Overtoewijzingsoptie™) niet wordt uitgeoefend.

De door de Vennootschap verschuldigde kosten, commissies en
belastingen in verband met de Aanbieding bedragen naar
schatting €47 miljoen met inbegrip van onder meer de aan de
Nederlandse Stichting Autoriteit Financiéle Markten (“AFM”)
en Euronext Amsterdam verschuldigde bedragen, de commissie
voor de Underwriters (zoals hierna gedefinieerd) alsook de
overige juridische en administratieve kosten en eventuele
kosten van publicatie en toepasselijke belastingen.
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E.2a

Redenen voor de Aanbieding en
bestemming van de opbrengsten

Op 23 september 2014 kondigde de Verkopende Aandeelhouder
aan zijn strategische focus te willen aanscherpen door Koninklijke
Philips op te delen in twee grote vennootschappen voor de
markten van gezondheidstechnologie en verlichting. In een door
Koninklijke ~ Philips op 19 maart 2015 gepubliceerde
aandeelhouderscirculaire, gaf Koninklijke Philips aan dat
gezondheidstechnologie en verlichting beide aantrekkelijke
eindmarkten zijn, maar dat deze markten elk hun eigen unieke
klantbehoeften, value drivers, industrietrends en
concurrentiedynamiek kennen. Daarom achtte Koninklijke Philips
de tijd rijp voor de oprichting van twee onafhankelijke
vennootschappen, ieder met de focus op haar eigen eindmarkt:

e Koninklijke Philips, dat zich richt op nieuwe kansen op
het gebied van gezondheidstechnologie door haar
bestaande gezondheidszorg- en consumentenlifestyle-
ondernemingen te combineren; en

e de Groep, die de bestaande verlichtingsonderneming van
Koninklijke Philips zal voortzetten (met uitzondering van
Lumileds, dat onderdeel zal blijven van Koninklijke
Philips) en die zich zal richten op verdere groei in LED-
verlichtingsproducten, -systemen en -diensten.

De Groep meent, en Koninklijke Philips heeft de Groep laten
weten dat ook zij meent, dat de Groep, als onderneming die
zich na de Afsplitsing uitsluitend zal richten op verlichting, een
sterke positie zal hebben voor het leveren van aandeelhouders-
en ondernemingswaarde, en wel om de volgende redenen:

e de Afsplitsing zal de Groep in staat stellen zich te richten op
haar eigen bedrijfsprioriteiten en strategieén waardoor zij
deze effectiever gestalte zal kunnen geven, en de
Afsplitsing zal het management van de Groep in staat
stellen zich uitsluitend te concentreren op de behoeften van
de verlichtingsonderneming en duidelijke kansen te creéren
voor groei en winstgevendheid op de lange termijn;

e de Afsplitsing zal de Groep toestaan haar financiéle
middelen uitsluitend in te zetten voor haar eigen
activiteiten, met aldus grotere flexibiliteit voor
kapitaalinvesteringen in de onderneming op een voor haar
strategie en bedrijfsbehoeften geschikt moment en
passende wijze waardoor er een efficiéntere verdeling van
kapitaal mogelijk zal zijn;

e door de Afsplitsing ontstaat een afzonderlijk
verlichtingsbedrijf met een vereenvoudigde
organisatiestructuur en een grotere focus op de behoeften
van de verlichtingsonderneming die een snellere
besluitvorming en meer flexibiliteit mogelijk maakt, de
concurrentiepositie van de Groep versterkt en haar in staat
stelt ~ sneller te  reageren op  veranderende
consumentenbehoeften en marktbewegingen;

e de Afsplitsing zal een onathankelijke vermogensstructuur
creéren die de Groep directe toegang tot kapitaalmarkten
geeft en die de Groep in staat stelt te profiteren van haar
groeimogelijkheden en om in de toekomst te gaan
investeren (waaronder ook begrepen overnames), zo nodig
met gebruikmaking van haar gewone aandelen; en
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* door de Afsplitsing worden stimuleringsregelingen voor
werknemers van de Groep mogelijk die directer
samenhangen met de prestatie van de onderneming van de
Groep en zal de werving en het behoud van werknemers
kunnen verbeteren door, onder andere, een betere
afstemming van incentives voor management en
werknemers met prestaties en groeidoelen.

Hoewel de Vennootschap meent dat zij om deze redenen een
goede positie heeft om aandeelhouders- en ondernemingswaarde
te leveren, kan de Vennootschap niet garanderen dat de hiervoor
beschreven of andere voordelen na de Afsplitsing zullen worden
gerealiseerd, noch dat dit zal gebeuren in de verwachte mate.

De Vennootschap zal geen inkomsten uit de Aanbieding
ontvangen.

E.3

Algemene voorwaarden van de
Aanbieding

Aangeboden Aandelen

De Verkopende Aandeelhouder zal 37.500.000 Aangeboden
Aandelen aanbieden. De Aanbieding bestaat uit (i) een
openbare aanbieding aan institutionele beleggers en particuliere
beleggers in Nederland en (ii) een onderhandse plaatsing bij
(a) beleggers buiten Nederland en de Verenigde Staten (de
“V.S.” of “Verenigde Staten”), met inachtneming van
toepasselijke uitzonderingen op de prospectusvereisten en
(b) beleggers in de Verenigde Staten waarvan redelijkerwijs
kan worden aangenomen dat het gaat om ‘“gekwalificeerde
institutionele kopers” (“qualified institutional buyers” of
“QIB’s”) zoals gedefinieerd in Rule 144A onder de U.S.
Securities Act van 1933, zoals gewijzigd (de “U.S. Securities
Act’) (“Rule 144A”). Alle aanbiedingen en verkopen in de
Verenigde Staten zullen uitsluitend worden gedaan aan
personen van wie redelijkerwijs kan worden aangenomen dat
zij QIB’s ingevolge Rule 144A zijn. Alle aanbiedingen en
verkopen buiten de Verenigde Staten zullen plaatsvinden in
overeenstemming met Regulation S onder de U.S. Securities
Act (“Regulation S”). De Aanbieding vindt uitsluitend plaats in
die jurisdicties waarin, en uitsluitend aan personen aan wie de
Aanbieding rechtsgeldig gedaan mag worden.

Overtoewijzingsoptie

De Verkopende Aandeelhouder verwacht de Joint Global
Coordinators, handelend namens de Underwriters (zoals hierna
gedefinieerd), een Overtoewijzingsoptie toe te kennen, die binnen
30 kalenderdagen na de FEerste Handelsdag moet worden
uitgeoefend, en op grond waarvan de Stabilisatiemanager (zoals
hierna gedefinieerd) van de Verkopende Aandeelhouder kan eisen
dat hij maximaal 5.625.000 Overtoewijzingsaandelen, die maximaal
15% van het totaal aantal Aangeboden Aandelen dat verkocht wordt
in de Aanbieding (de “Overtoewijzingsaandelen”), verkoopt tegen
de Aanbiedingsprijs om eventuele short posities te dekken die
ontstaan zijn door overtoewijzing in verband met de Aanbieding.

Aanbiedingsperiode

Behoudens inkorting of verlenging van het tijdschema voor de
Aanbieding, kunnen toekomstige beleggers zich inschrijven op
Aangeboden Aandelen gedurende de periode vanaf 9:00 uur
Midden-Europese Tijd (“CET”) op 16 mei 2016 tot 12:00 CET
op 26 mei 2016 (de “Aanbiedingsperiode”).
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De Aanbiedingsperiode voor Nederlandse Particuliere Beleggers
(zoals hierna gedefinieerd) sluit om 17:30 CET op 25 mei 2016.

Aanbiedingsprijs en aantal Aangeboden Aandelen

De Aanbiedingsprijs zal naar verwachting liggen tussen €18,50
en €22,50 per Aangeboden Aandeel (de “Bandbreedte van de
Aanbiedingsprijs”). De Aanbiedingsprijs en het exacte aantal
Aangeboden Aandelen zal worden bepaald op basis van een
book building proces. De Aanbiedingsprijs kan hoger of lager
dan de Bandbreedte van de Aanbiedingsprijs worden gesteld.
De Bandbreedte van de Aanbiedingsprijs is een indicatieve
bandbreedte. De Aanbiedingsprijs en het daadwerkelijke aantal
Aangeboden Aandelen dat wordt aangeboden zal worden
bepaald nadat de Aanbiedingsperiode voorbij is, behoudens
eventuele inkorting of verlenging daarvan, door de Verkopende
Aandeelhouder, na overleg met de Vennootschap en de Joint
Global Coordinators op basis van het book building proces en
met inachtneming van economische en marktfactoren, een
kwalitatieve en kwantitatieve beoordeling van de vraag naar de
Aangeboden Aandelen en overige toepasselijk geachte
factoren. De Aanbiedingsprijs, het daadwerkelijke aantal te
verkopen Aangeboden Aandelen en het maximum aantal
Overtoewijzingsaandelen =~ worden  vermeld in  een
prijsverklaring die wordt bekendgemaakt in een persbericht dat
tevens wordt gepubliceerd op de website van de Vennootschap
en wordt ingediend bij de AFM.

Voorafgaand aan de Toewijzing kan het aantal Aangeboden
Aandelen worden verhoogd of verlaagd, en kan de Bandbreedte
van de Aanbiedingsprijs worden aangepast. Beleggers die reeds
hebben ingestemd met de aankoop van of inschrijving op de
Aangeboden Aandelen gedurende de Inschrijvingsperiode
voorafgaand aan de aankondiging van een wijziging
van de Bandbreedte van de Aanbiedingsprijs, hebben het
recht om binnen twee werkdagen na de publicatie van deze
aankondiging, hun instemming in te trekken. Elke wijziging
van de Bandbreedte van de Aanbiedingsprijs op de laatste dag
van de Aanbiedingsperiode heeft tot gevolg dat de
Aanbiedingsperiode wordt verlengd met ten minste twee
werkdagen; elke wijziging van de Bandbreedte van de
Aanbiedingsprijs op de dag voorafgaand aan de laatste dag van
de  Aanbiedingsperiode  heeft tot gevolg dat de
Aanbiedingsperiode wordt verlengd met ten minste één
werkdag. In dit geval, wanneer de Aanbiedingsperiode voor de
Nederlandse Particuliere Beleggers reeds zou zijn gesloten,
wordt deze Aanbiedingsperiode voor de Nederlandse
Particuliere Beleggers heropend. Aldus hebben alle beleggers,
ook Nederlandse Particuliere Beleggers, ten minste twee
werkdagen om te beslissen over hun inschrijving. Een
dergelijke wijziging in het aantal Aangeboden Aandelen en/of
de Bandbreedte van de Aanbiedingsprijs zal worden
bekendgemaakt in een persbericht dat op de website van de
Vennootschap zal worden gepubliceerd. Bij een wijziging van
het aantal Aangeboden Aandelen moeten verwijzingen in dit
Prospectus naar de Aangeboden Aandelen tevens worden
gelezen als verwijzingen naar het gewijzigde aantal
Aangeboden Aandelen en moeten verwijzingen naar
Overtoewijzingsaandelen worden gelezen als verwijzingen naar
het gewijzigde aantal Overtoewijzingsaandelen.
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Inschrijvingen en toewijzing

Nederlandse Particuliere Beleggers kunnen enkel inschrijven
op basis van een “bestens” order. Dit betekent dat Nederlandse
Particuliere Beleggers verplicht zijn tot koop en betaling van
Aangeboden Aandelen zoals vermeld in hun aanvraag, voor
zover deze aan hen zijn toegewezen, voor de Aanbiedingsprijs,
zelfs als de Bandbreedte van de Aanbiedingsprijs is veranderd.
Nederlandse Particuliere Beleggers hebben het recht hun
aanvraag te annuleren of aan te passen bij de financiéle
tussenpersoon waar de aanvraag in de eerste plaats was
ingediend ten allen tijjde voor het einde van de
Aanbiedingsperiode voor Nederlandse Particuliere Beleggers
(indien van toepassing, zoals aangepast of verlengd), voor
welke reden dan ook, inclusief een aanpassing van de
Bandbreedte van de Aanbiedingsprijs naar boven. Nederlandse
Particuliere Beleggers kunnen hun inschrijving indienen via
hun eigen financiéle tussenpersoon. De financiéle
tussenpersoon zal verantwoordelijk zijn voor het verzamelen
van inschrijvingen van Nederlandse Particuliere Beleggers en
het indienen van hun inschrijvingen bij ING als de retail
coordinator (de “Retail Coordinator”). De Retail Coordinator
bundelt alle inschrijvingen van Nederlandse Particuliere
Beleggers die door financiéle tussenpersonen ingediend zijn op
een geaggregeerde basis en stelt de Joint Global Codrdinators,
de Vennootschap en de Verkopende Aandeelhouder daarvan in
kennis. Alle kwesties met betrekking tot de tijdigheid,
geldigheid en vorm van instructies aan een financi€le
tussenpersoon met betrekking tot de koop van Aangeboden
Aandelen, zullen worden vastgesteld door de financiéle
tussenpersonen in overeenstemming met hun gebruikelijke
procedures of anderszins zoals medegedeeld aan de
Nederlandse Particuliere Beleggers. De Vennootschap en de
Verkopende Aandeelhouder zijn niet aansprakelijk voor enige
handelen of nalaten door een financiéle tussenpersoon of de
Retail Coordinator in verband met enige inschrijving, koop, of
vermeende aankoop, van Aangeboden Aandelen.

Toewijzing van de aangeboden aandelen vindt naar
verwachting plaats na afloop van de Aanbiedingsperiode, op of
omstreeks 26 mei 2016, behoudens eventuele inkorting of
verlenging van het tijdschema voor de Aanbieding. Toewijzing
aan beleggers die hebben aangegeven te willen inschrijven op
Aangeboden Aandelen geschiedt door de Verkopende
Aandeelhouder, na overleg met de Vennootschap en de Joint
Global Coordinators. De Verkopende Aandeelhouder kan
geheel naar eigen inzicht bepalen of en hoe de Aangeboden
Aandelen worden toegewezen. Er is geen minimum of
maximum aantal Aangeboden Aandelen waarop toekomstige
beleggers kunnen inschrijven en het is toegestaan om meerdere
(aanvragen voor) inschrijvingen in te dienen. Ingeval op meer
Aandelen wordt ingeschreven dan Aandelen worden
aangeboden, kunnen beleggers minder Aangeboden Aandelen
ontvangen dan waarop zij hebben ingeschreven. De
Verkopende Aandeelhouder, de Vennootschap, de Joint Global
Coordinators en de Joint Bookrunners mogen, geheel naar
eigen inzicht en zonder opgaaf van redenen, inschrijvingen
geheel of gedeeltelijk weigeren. Gelden die zijn ontvangen
voor inschrijvingen die niet (volledig) worden geaccepteerd,
zullen, zonder rente en op risico van de belegger, worden
geretourneerd.
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Preferente toewijzing aan particuliere beleggers

In aanmerking komende particuliere beleggers in Nederland
hebben voorrang bij het toekennen van de Aangeboden
Aandelen in overeenstemming met de toepasselijke wet- en
regelgeving (de “Preferente Toewijzing aan Particuliere
Beleggers”). Aan elke in aanmerking komende particuliere
belegger in Nederland (elk een ‘“Nederlandse Particuliere
Belegger”) worden de eerste 250 (of minder) Aangeboden
Aandelen toegewezen waarop hij heeft ingeschreven. Als het
totaal aantal Aangeboden Aandelen waarop Nederlandse
Particuliere Beleggers hebben ingeschreven meer bedraagt dan
10% van het totaal aantal Aangeboden Aandelen (en ervan
uitgaand dat de Overtoewijzingsoptie niet wordt uitgeoefend),
kan de preferente toewijzing aan elke Nederlandse Particuliere
Belegger verhoudingsgewijs worden verlaagd tot de eerste 250
(of minder) Aangeboden Aandelen waarop de betreffende
belegger heeft ingeschreven. Dit houdt in dat aan Nederlandse
Particuliere Beleggers mogelijk niet alle eerste 250 (of minder)
Aangeboden Aandelen waarop zij hebben ingeschreven worden
toegewezen. Het exacte aantal Aangeboden Aandelen dat wordt
toegewezen aan Nederlandse Particuliere Beleggers wordt
vastgesteld na afloop van de Aanbiedingsperiode.

De Preferente Toewijzing aan Nederlandse Particuliere
Beleggers zal uitsluitend plaatsvinden ten aanzien van de
Aangeboden Aandelen die maximaal 10% uitmaken van het
totaal aantal Aangeboden Aandelen, met uitzondering van de
Overtoewijzingsaandelen. De Verkopende Aandeelhouder kan,
na overleg met de Vennootschap en de Joint Global
Coordinators, geheel naar eigen inzicht bepalen of en hoe de
overgebleven Aangeboden Aandelen waarop is ingeschreven
zullen worden toegewezen.

In het geval van Preferente Toewijzing aan Particuliere
Beleggers wordt onder een Nederlandse Particuliere Beleggers
verstaan, ofwel: (i) een in Nederland woonachtig natuurlijk
persoon; ofwel (ii) een in Nederland gevestigd speciaal
investeringsvehikel met rechtspersoonlijkheid, opgericht met
als uitdrukkelijk en enig doel vermogensbeheer en/of
pensioenplanning voor een natuurlijk persoon.

Om in aanmerking te komen voor Preferente Toewijzing aan
Particuliere Beleggers, moeten Nederlandse Particuliere Beleggers
hun inschrijving indienen in de periode tussen 9:00 uur CET op
16 mei 2016 en 17:30 CET op 25 mei 2016 via financiéle
tussenpersonen. Verschillende financiéle tussenpersonen kunnen
deadlines toepassen voor het einde van de Aanbiedingsperiode.

De Retail Codrdinator stelt de financiéle tussenpersonen in kennis
van het totale aantal Aangeboden Aandelen dat aan hun
respectievelijke Nederlandse Particuliere Beleggers is toegewezen.
Het is aan de financi€le tussenpersonen om die Nederlandse
Particuliere Beleggers op de hoogte te brengen van hun
individuele toewijzingen.

Betaling

Het voor de Aangeboden Aandelen verschuldigd bedrag dient
te worden voldaan (in euro’s) en de Aangeboden Aandelen
worden geleverd op de Afwikkelingsdatum. Mogelijk
verschuldigde belastingen en kosten zijn voor rekening van de
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belegger. Aan Nederlandse Particuliere Beleggers kunnen
kosten in rekening worden gebracht door hun financiéle
tussenpersonen. Beleggers moeten de Aanbiedingsprijs
volledig in euro’s betalen met terstond beschikbare financiéle
middelen op of voor de Afwikkelingsdatum (of eerder ingeval
de Aanbiedingsperiode eerder sluit en vaststelling van de prijs
en toewijzing worden vervroegd en de handel en afwikkeling
eerder beginnen).

Levering van de Aandelen

De Aangeboden Aandelen worden giraal geleverd met
gebruikmaking van de faciliteiten van Euroclear Nederland.
Levering van de Aangeboden Aandelen vindt plaats op de
Afwikkelingsdatum, via de girale faciliteiten van Euroclear
Nederland, in overeenstemming met de gebruikelijke toepasselijke
afwikkelingsprocedures voor aandelen en tegen betaling (in
euro’s) voor de Aangeboden Aandelen en de eventuele
Overtoewijzingsaandelen, met terstond beschikbare financiéle
middelen.

Indien de  afwikkeling niet plaatsvindt op de
Afwikkelingsdatum zoals gepland, of helemaal niet plaatsvindt,
kan de Aanbieding worden ingetrokken. In dat geval worden
alle inschrijvingen op Aangeboden Aandelen als niet gedaan
beschouwd, worden alle toewijzingen geacht niet te hebben
plaatsgevonden en worden eventueel bij de inschrijving
betaalde gelden geretourneerd, zonder rente of andere
vergoeding. Alle handel in Gewone Aandelen voorafgaand aan
de Afwikkeling vindt plaats voor het uitsluitende risico van de
betrokken partijen.

Underwriting Overeenkomst

De Vennootschap, de Verkopende Aandeelhouder, en de
Underwriters (zoals hierna gedefinieerd) gaan na het einde van
de Aanbiedingsperiode en alleen na prijsbepaling en toewijzing
van alle Aangeboden Aandelen aan investeerders naar
verwachting op of omstreeks 26 mei 2016 een overeenkomst
aan (de “Underwriting Overeenkomst”). Onder de
voorwaarden en met inachtneming van de bepalingen in de
Underwriting Overeenkomst, gaan de Underwriters er ieder
afzonderlijk maar niet hoofdelijk mee akkoord kopers aan te
brengen voor deze Aangeboden Aandelen, of, bij gebreke
daarvan, zelf te kopen, en gaat de Verkopende Aandeelhouder
ermee akkoord deze Aangeboden Aandelen tegen de
Aanbiedingsprijs te verkopen aan de kopers die de
Underwriters hebben aangebracht of, bij gebreke daarvan, aan
de Underwriters zelf.

In de Underwriting Overeenkomst geeft de Vennootschap een
aantal garanties af. Daarnaast vrijwaart de Vennootschap, en,
voor een beperkt aantal zaken, vrijwaart de Verkopende
Aandeelhouder, de Underwriters tegen bepaalde verliezen en
aansprakelijkheden in verband met de Aanbieding.

De Underwriting Overeenkomst zal bepalen dat de verplichting
van de Underwriters om kopers aan te brengen of, bij gebreke
daarvan, de Aangeboden Aandelen zelf te kopen, is
onderworpen aan onder andere de volgende voorwaarden: (i)
de goedkeuring door de AFM van het Prospectus is van kracht,
(ii) opinies van juridische adviseurs over bepaalde juridische
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zaken zijn verkregen, (iii) de gebruikelijke certificaten zijn
afgegeven door daartoe bevoegde personen, (iv) de
afwezigheid van wezenlijke nadelige wijzigingen in de
onderneming van de Groep, (v) het toelaten van de Gewone
Aandelen tot de handel van de Aandelen op Euronext
Amsterdam, en (vi) bepaalde andere gebruikelijke
voorwaarden. De Underwriters hebben het recht afstand te
doen van bepaalde voorwaarden of van een deel daarvan.

Tot de Afwikkelingsdatum hebben de Underwriters, indien zich
bepaalde specifieke gebeurtenissen voordoen, zoals (i)
wezenlijk nadelige wijzigingen in de onderneming van de
Groep; (ii)) het niet-naleven van de afgegeven garanties,
toezeggingen of verplichtingen in de Underwriting
Overeenkomst of (iii) een onware, onjuiste, of misleidende
verklaring in het Prospectus, in de Prijsverklaring, en in elke
andere wijziging of supplement van het Prospectus, het recht de
Underwriting Overeenkomst te be€indigen.

Joint Global Coordinators en Joint Bookrunners

Goldman Sachs International, en J.P. Morgan Securities plc (“J.P.
Morgan”) treden op als joint global coordinators (de “Joint
Global Coordinators”) en, gezamenlijk met Citigroup Global
Markets Limited (“Citigroup”), ING Bank N.V. (“ING”),
Morgan Stanley & Co. International plc (“Morgan Stanley”) en
Société Générale Corporate & Investment Banking (“Société
Générale”) als de joint bookrunners (de “Joint Bookrunners”).

Co-Bookrunners

ABN AMRO Bank N.V. (“ABN AMRO”) en Coo0peratieve
Rabobank U.A. (“Rabobank”) treden op als co-bookrunners
(de “Co-Bookrunners”).

Underwriters

De Joint Global Coordinators, de Joint Bookrunners en de Co-
Bookrunners treden op als underwriters (de “Underwriters”).

Noteringsagent en betaalkantoor

ING treedt op als noteringsagent (listing agent) en
betaalkantoor (paying agent) met betrekking tot de Gewone
Aandelen aan Euronext Amsterdam.

Retail Coordinator

ING treedt op als retail codrdinator met betrekking tot de
Preferente Toewijzing aan Particuliere Beleggers.

Stabilisatiemanager

Goldman Sachs International treedt op als stabilisatiemanager (de
“Stabilisatiemanager”’) met betrekking tot de Aandelen aan
Euronext Amsterdam.

E4

Materi€le  belangen  bij de
Aanbieding (waaronder begrepen
tegenstrijdige belangen)

Bepaalde Underwriters en N.M. Rothschild & Sons Limited
(“Rothschild” of de “Financieel Adviseur”) en/of de met hen
verbonden ondernemingen waren in het verleden betrokken bij
en kunnen in de toekomst van tijd tot tijd betrokken worden bij,
het verlenen van verschillende commerci€le bankdiensten,
investeringsbankdiensten en financieel advies of andere
diensten in de normale uitoefening van hun bedrijfsvoering aan
de Vennootschap en/of de Verkopende Aandeelhouder of aan
hen verbonden ondernemingen. De Underwriters hebben
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gebruikelijke vergoedingen en commissies voor deze
transacties en diensten ontvangen of zouden deze kunnen
ontvangen.

In het kader van de Aanbieding kan elke Underwriter en elke
van de respectievelijk aan hen gelieerde ondernemingen, voor
eigen rekening handelend als belegger, Aangeboden Aandelen
in de Aanbieding kopen en zulke effecten en Aangeboden
Aandelen of verwante beleggingen in deze hoedanigheid voor
eigen rekening houden, kopen of verkopen en kunnen zij deze
Aangeboden Aandelen of andere beleggingen, anders dan in
verband met de Aanbieding, aanbieden of verkopen. Derhalve
moeten verwijzingen in dit Prospectus naar een aanbieding of
plaatsing van Aangeboden Aandelen tevens worden gelezen als
verwijzingen naar een aanbieding of plaatsing van Aangeboden
Aandelen aan een van de Underwriters of een van de aan hen
gelieerde ondernemingen, handelend in die hoedanigheid. De
Underwriters zullen de omvang van dergelijke beleggingen of
transacties alleen bekendmaken als zij daartoe op grond van
wet- of regelgeving verplicht zijn. Daarnaast kunnen bepaalde
Underwriters of de aan hen gelieerde ondernemingen financiéle
afspraken (waaronder begrepen swaps) maken met beleggers in
verband waarmee zulke Underwriters (of de aan hen gelieerde
ondernemingen) van tijd tot tijd Aangeboden Aandelen kunnen
kopen, houden of verkopen.

Het handelen in de hoedanigheid zoals hiervoor omschreven,
kan betekenen dat de belangen van de Underwriters niet gelijk
zijn aan of zelfs strijdig zijn met die van beleggers en de
Vennootschap.

E.5

Persoon of entiteit die de
Aangeboden Aandelen aanbiedt en
lock-up-afspraken

De Joint Global Coordinators zijn gerechtigd om, geheel naar
eigen inzicht en op elk moment, afstand te doen van de hierna
beschreven beperkingen, waaronder die op de verkoop, uitgifte
en overdracht van Gewone Aandelen.

Conform de Underwriting Overeenkomst, wordt verwacht dat
de Vennootschap en de Verkopende Aandeelhouder met de
Underwriters overeenkomen dat zij, tot 180 dagen na de
Afwikkelingsdatum (de lock-up-periode), niet, behoudens voor
zover hierna anders bepaald, zonder de voorafgaande
schriftelijke toestemming van de Joint Global Coordinators: (i)
Gewone Aandelen of effecten converteerbaar in, uit te oefenen
of inwisselbaar voor Gewone Aandelen of andere aandelen in
de Vennootschap rechtstreeks of indirect, zullen uitgeven,
aanbieden, verpanden, verkopen, aannemen om te verkopen,
een optie daarop zullen verkopen of verlenen, een recht daarop
zullen verlenen, een garantie of overeenkomst tot de aankoop
ervan zullen overeenkomen, een optie zullen uitoefenen om
deze te verkopen, enige optie of overeenkomst tot verkoop
zullen sluiten, of zullen lenen of op andere wijze zullen
overdragen of afstoten; (ii) swaps of andere overeenkomsten of
transacties zullen aangaan die in het geheel of ten dele,
rechtstreeks of indirect het economisch eigendom van Gewone
Aandelen overdraagt, ongeacht of een dergelijke transactie
moet worden afgewikkeld door de levering van Gewone
Aandelen of dergelijke andere effecten, in contanten of op
andere wijze.

Het wordt verwacht dat de leden van de Raad van Bestuur met
de Underwriters overeenkomen dat zij, tot 360 dagen na de
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Afwikkelingsdatum (de lock-up-periode), niet, behoudens voor
zover hierna anders bepaald, zonder de voorafgaande
schriftelijke toestemming van de Joint Global Coordinators: (i)
Gewone Aandelen die zij hebben gekocht in de Aanbieding
zoals beschreven in dit Prospectus of effecten converteerbaar
in, uit te oefenen of inwisselbaar voor deze Gewone Aandelen
of andere aandelen in de Vennootschap rechtstreeks of indirect,
zullen uitgeven, aanbieden, verpanden, verkopen, aannemen
om te verkopen, een optie daarop zullen verkopen of verlenen,
een recht daarop zullen verlenen, een garantie of overeenkomst
tot de aankoop ervan zullen overeenkomen, een optie zullen
uitoefenen om deze te verkopen, enige optie of overeenkomst
tot verkoop zullen sluiten, of zullen lenen of op andere wijze
zullen overdragen of afstoten; (ii) swaps of andere
overeenkomsten of transacties zullen aangaan die in het geheel
of ten dele, rechtstreeks of indirect het economisch eigendom
van deze Gewone Aandelen overdraagt, ongeacht of een
dergelijke transactie moet worden afgewikkeld door de
levering van deze Gewone Aandelen of dergelijke andere
effecten, in contanten of op  andere = wijze.

Bovenstaande beperkingen zijn niet van toepassing op: (i) het
accepteren van een algemene aanbieding aan alle houders van
de uitgegeven en toegewezen Gewone Aandelen van de
Vennootschap op voorwaarden waarin al deze houders
hetzelfde worden behandeld en die in alle opzichten
onvoorwaardelijk van toepassing zijn geworden of verklaard of
waarvan het bestuur van de Vennootschap acceptatie heeft
aanbevolen; en (ii) het toekennen van beloningen in opties of
Gewone Aandelen door de Vennootschap of de uitgifte van
Gewone Aandelen in het geval van uitoefening van door de
Verkopende Aandeelhouder of de Vennootschap aan
werknemers op basis van aandelenparticipatieplannen
toegekende opties die zijn bekendgemaakt of als voorstel of
voornemen staan beschreven in dit Prospectus en overige
aanbiedingsdocumenten.

E.6 Verwatering Niet van toepassing. De Aanbieding heeft geen verwaterend
effect aangezien uitsluitend bestaande Aandelen worden
aangeboden.

E.7 Geraamde kosten die de Vennoot- | Niet van toepassing. De Vennootschap en de Verkopende

schap of de Verkopende
Aandeelhouders aan de beleggers in
rekening brengen

Aandeelhouder brengen de beleggers geen kosten in rekening
in verband met de Aanbieding.
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RISK FACTORS

Before investing in the Ordinary Shares, prospective investors should carefully consider the risks and
uncertainties described below, together with the other information contained or incorporated by reference in this
Prospectus. The occurrence of any of the events or circumstances described in these risk factors, individually or
together with other circumstances, may have a material adverse effect on the business, results of operations,
financial condition and prospects of the Group (as defined below). In that event, the value of the Ordinary Shares
could decline and investors may lose part or all of their investment.

All of these risk factors and events relate to contingencies or describe effects which may or may not occur or
may occur in form different from that described below. The Group may face a number of these risks described
below simultaneously and one or more risks described below may be interdependent. The order in which risks
are presented is not necessarily an indication of the likelihood of the risks actually materializing, or of the
potential significance of the risks or of the scope of any potential harm to the business, results of operations,
financial condition and prospects of the Group.

The risk factors are based on assumptions that could turn out to be incorrect. Furthermore, although the
Group believes that the risks and uncertainties described below are the material risks and uncertainties
concerning the Group’s business and the Ordinary Shares, they are not the only risks and uncertainties relating
to the Group and the Ordinary Shares. Other risks, facts or circumstances not presently known to the Group, or
that the Group currently deem to be immaterial could, individually or cumulatively, prove to be important and
may have a material adverse effect on the business, results of operations, financial condition and prospects of the
Group. The value of the Ordinary Shares could decline as a result of the occurrence of any such risks, facts or
circumstances or as a result of the events or circumstances described in these risk factors, and investors may lose
part or all of their investment.

Prospective investors should read and carefully review the entire Prospectus and should reach their own
views before making an investment decision with respect to any Ordinary Shares. Furthermore, before making an
investment decision with respect to any Ordinary Shares, prospective investors should consult their own
stockbroker, bank manager, lawyer, auditor or other financial, legal and tax advisers and carefully review the
risks associated with an investment in the Ordinary Shares and consider such an investment decision in light of
their personal circumstances.

Risks Relating to the Group’s Industry, Business and Operations

1. As the Group’s business is global and cyclical, it is exposed to adverse economic and political
developments in countries and industries across the world.

The Company together with its subsidiaries within the meaning of Section 2:24b of the Dutch Civil Code
(“DCC”) (each a “Group Company”, and together with the Company, the “Group”) is active in a global
business. The Group’s business environment is influenced by both political and economic conditions in the
individual domestic markets in which the Group operates as well as general global economic and political
developments.

The Group experienced the impact of adverse macro-economic developments in various geographies during
2015, in particular in China where economic growth was at the lowest level in the last 25 years. Also, the
economic growth of countries highly dependent on revenues from energy, raw materials and commodities has
been adversely affected by the slowdown of growth in China, most strongly in emerging market countries such as
Brazil, Chile and Colombia. These trends have continued in 2016. In Europe, monetary interventions by the
European Central Bank have neither resulted in an increase of inflation nor in stronger economic growth, and
economic growth and the business environment in the European Union (“EU”) may be adversely affected by
other economic and political developments including, among other things, uncertainty arising from the planned
referendum in the United Kingdom on continued membership in the EU and the effects of regional political
conflicts in the Middle East, Russia and Ukraine and other areas. The disparate macro-economic outlook for the
main geographies, political and military conflicts and the unknown impact of U.S. and Eurozone monetary
policies continues to provide uncertainty with respect to consumer and business confidence, the levels of capital
expenditures in general and unemployment levels, which could adversely affect demand for products and
services offered by the Group. Economic and political uncertainty may make it more difficult for the Group to
budget and forecast accurately. The Group may encounter difficulty in planning and managing operations due to
unfavorable political factors, including unexpected legal or regulatory changes such as foreign exchange import
or export controls, increased regulation, import tariffs, nationalization of assets or restrictions on the repatriation
of returns from foreign investments. Given that growth geographies are becoming increasingly important in the
Group’s operations, the above-mentioned risks are expected to grow.
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In addition, demand for the Group’s products has historically been partly cyclical, with a significant portion
of the Group’s business exposed to changes in construction activity, consumer spending and the general
economic environment. This applies in particular to the Group’s professional luminaires, home systems and LED
electronics businesses. The Group’s products are sold in various applications of the general lighting market such
as residential, road and street, architectural, office, industrial, retail and hospitality lighting. The fact that various
products of the Group have different cycles to some extent mitigates but does not eliminate the negative effect of
an economic downturn. Furthermore, as the Group’s main markets are in Europe, the United States, Asia
(including the Middle East and Turkey) and Latin America, economic developments in these regions have and
are expected to continue to have the highest impact on the Group’s business activities. For example, in light of
the intensified geopolitical situation in the Middle East and depressed oil prices, the Group wrote down customer
receivables related to long-term overdue balances in Saudi Arabia in the three month period ended 31 March
2016. As the economic environment in Saudi Arabia remains difficult, the Group continues to evaluate the status
of customer receivables and may in the future make further write-downs.

The continuation or occurrence of one or more of the above-mentioned adverse developments may have a
material adverse effect on the business, results of operations, financial condition and prospects of the Group.

2. The lighting industry is in a technological transition from conventional lighting technologies to LED
lighting technologies and the Group may not be successful in addressing this transition.

The Group’s business is primarily focused on the sale of lamps, luminaires, lighting systems and lighting
services in the general lighting market. A significant but decreasing portion of the Group’s sales are derived from
conventional lighting technologies (i.e., 57% of the Group’s sales in 2015 compared to 74% in 2013), while a
significant and increasing portion of the Group’s sales are derived from light emitting diode (“LED”)
technologies (i.e., 43% of the Group’s sales in 2015 compared to 26% in 2013). Conventional lighting
technologies and LED lighting technologies have fundamentally different characteristics. For example,
conventional lamps, such as incandescent lamps, are generally energy intensive and need to be replaced more
frequently than LED lamps as they have a relatively short life expectancy. By contrast, LED lamps are energy
efficient, have a longer life expectancy, generate less heat, provide a greater range of colors, are more easily
controlled (including remotely) and can be digitally connected. LED lamps are increasingly replacing
conventional lamps such as incandescent and fluorescent lamps. In addition, government authorities and
consumers around the world are committed to reducing energy consumption and government measures have been
taken to support energy-saving lighting technology. LED lighting technologies are currently four to five times
more energy-efficient than some conventional lighting technologies, such as incandescent lamps and halogen
lamps, and are expected to become even more efficient.? Many countries have imposed—or are in the process of
imposing—a phase out on energy inefficient lamps in favor of energy efficient lamps. These trends are expected
to promote increased penetration of LED lighting technologies.

As a result of the foregoing, the transition of the general lighting market in which the Group operates from
products based on conventional lighting technologies to products, systems and services based on LED lighting
technologies will have a fundamental effect on the Group. The Group believes that the percentage of its sales
provided by products, systems and services based on LED lighting technologies will continue to increase over the
next years. If the Group fails to adapt its business to adequately address the fundamental transition from
conventional lighting technologies to LED lighting technologies, this may have a material adverse effect on the
business, results of operations, financial condition and prospects of the Group. The Group’s business is expected
to face certain specific risks in relation to this transition, as further explained in the following risk factors
mentioned below “There can be no assurance that the Group’s strategy to address the transition from
conventional lighting technologies to LED lighting technologies whilst optimizing cash generation from the
conventional lamps business will be successful”’, “A significant part of the Group’s existing operational
manufacturing plants has or will become obsolete due to the transition from conventional lighting technologies
to LED lighting technologies, which has resulted in and is expected to continue to result in significant costs to
the Group” and “Rapid technological change and the transition from conventional lighting technologies to LED
lighting technologies may be disruptive and require other adjustments to the Group’s business model, including
to the Group’s sales and marketing, R&D, supply chain management and procurement processes”.

3. There can be no assurance that the Group’s strategy to address the transition from conventional lighting
technologies to LED lighting technologies whilst optimizing cash generation from the conventional lamps
business will be successful.

The Group’s conventional lamps business has historically been the greatest contributor to the Group’s cash
generation. During the transition from conventional lighting technologies to LED lighting technologies, the
Group aims to leverage its conventional lamps business and to carry on managing this business for cash
optimization by continuing to pro-actively manage costs through reductions in its manufacturing footprint. The

3 Source: Boston Consultancy Group (“BCG”), How to Win in a Transforming Lighting Industry, 2015 (“BCG Report”).
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Group is exposed to the risks that its strategy of optimizing cash generation from the conventional lamps
business may not be successfully implemented or continued and that the Group will not fully realize the expected
benefits of its strategy.

The Group’s strategy is also based on various assumptions regarding the expected speed of the transition to
LED lighting technologies, and a recent market study predicts that the percentage of worldwide lamp revenues
from LED lamps will increase from 24% in 2014 to 64% in 2020.* Factors that may influence the extent and
speed of the transition from conventional lighting technologies to LED lighting technologies include:

e the further development of the regulatory framework, including government support measures in favor of
energy-saving lighting technology, phase out of certain inefficient lamps and bans on certain hazardous
materials;

e developments in market prices and products costs for LED products, particularly as a result of research and
development (“R&D”) activities by market participants;

e developments in energy prices;

e acceptance of LED lighting technologies in the consumer segment and by the Group’s customers generally,
in particular further education on the weighing of comparably high acquisition costs against durability and
energy savings and the perceived quality of other LED lighting products;

e development of other alternatives to LED lighting technologies, such as more energy efficient conventional
lighting technologies or new lighting technologies; and

e developments in individual end markets, such as the construction industry, and consumer spending.

The Group has established certain medium and long term objectives to serve as measures of its operational
and managerial performance, as further explained in “Business—Outlook”. The Group’s ability to achieve these
financial objectives is subject to significant business, economic and competitive uncertainties and contingencies,
including with respect to the speed and extent of the transition from conventional lighting technologies to LED
lighting technologies.

However, it is difficult to predict the extent and speed of the transition from conventional lighting technologies
to LED lighting technologies. As a result, the transition may be faster or slower than currently anticipated and the
market may develop differently than anticipated by the Group. The Group expects that its market share in LED
lamps will be smaller than its current market share in conventional lamps. The longer the transition from
conventional lighting technologies to LED lighting technologies persists, the longer there will be an overlap of the
product lifecycles of the Group’s conventional lamps business with those products, systems and services based on
LED lighting technologies. The shorter such transition period, the less cash can be generated from the Group’s
conventional lamps business. Growth in market share in products, systems and services based on LED lighting
technologies at a faster rate than expected by the Group may require the Group to intensify and accelerate its efforts
and investments relating to the transition and the Group may not be as successful as other industry participants in
doing so, including in the area of technological innovation, which is a key element of the strategy.

As a result, the Group is exposed to the risk that its assumptions underlying its strategy (including the
timing of the transition from conventional lighting technologies to LED lighting technologies and cash flow
generation from the conventional lamps business) may not be accurate and that its actual results differ materially
from the financial objectives set by the Group. There is no guarantee that the Group’s strategy will be
successfully implemented or continued, or will be effective in addressing the transition from conventional
lighting technologies to LED lighting technologies, any failure of which may have a material adverse effect on
the business, results of operations, financial condition and prospects of the Group.

4. A significant portion of the Group’s existing operational manufacturing plants has or will become
obsolete due to the transition from conventional lighting technologies to LED lighting technologies,
which has resulted in and is expected to continue to result in significant costs to the Group.

A significant portion of the Group’s operational manufacturing plants is used to produce conventional
lamps. The production process for conventional lamps is significantly different from the production processes
required for LED lamps. Due to the transition from conventional lighting technologies to LED lighting
technologies, over time, the Group expects to use less of its existing operational manufacturing plants and most
of the Group’s conventional lamp plants will become obsolete. In response, the Group has focused on right-
sizing its conventional lamp production in line with market demand, as well as moving production to more
efficient manufacturing plants to maintain scale and cost efficiency. The Group may close affected
manufacturing plants or transform such manufacturing plants to produce LED lighting technologies, which is
possible for a limited number of manufacturing plants only. The Group has reduced the number of its operational
manufacturing plants for conventional lamps from 45 in 2008 to 21 by year-end 2015 (out of a total number of 60

4 Source: BCG Report.
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operational manufacturing plants of the Group) and expects to close further operational manufacturing plants in
the future. As a result, the Group currently expects that it will incur significant additional costs in connection
with future closure or restructuring of remaining manufacturing plants. The timing of such costs will depend
upon various circumstances, in particular the speed and extent of the transition to LED lighting technologies. The
Group’s restructuring costs, which are primarily related to the restructuring, closing down or sale of conventional
lamp manufacturing plants, were €18 million and €28 million in the three months ended 31 March 2016 and
2015, respectively, and €90 million, €261 million and €79 million for the years ended 31 December 2015, 2014
and 2013, respectively.

The restructuring, closing down and sale of conventional lamp manufacturing plants over the next few years
will likely result in additional net restructuring costs, including depreciation and impairments relating to
operational manufacturing plants, costs of removal, potential restructuring costs, environmental remediation,
costs for the transfer or dismissal of employees and other costs, and which, if occurring sooner than currently
anticipated by the Group, may have a material adverse effect on the business, results of operations, financial
condition and prospects of the Group. See “Business—Outlook” and “Operational and Financial Review—
Material Factors Affecting Results of Operations—Restructuring costs” for more information.

5. Rapid technological change and the transition from conventional lighting technologies to LED lighting
technologies may be disruptive and require other adjustments to the Group’s business model, including to
the Group’s sales and marketing, R&D, supply chain management and procurement processes.

Rapid technological change and the transition from conventional lighting technologies to LED lighting
technologies has had, and is expected to continue to have, significant effects on the Group’s business model. In
particular, the longer life expectancy of LED lamps as compared to conventional lamps is expected to lead to
lower replacement demand for lamps in the future. As a result, replacements will be less driven by technical
lifespan, but by refurbishment cycles (in which luminaires may be replaced together with the light source), which
differ by customer segment. The Group is transforming from a traditional manufacturing company predominantly
focused on conventional lighting products towards an “asset-light” manufacturer and service provider focused on
products, systems (including connected lighting systems) and services based on LED lighting technology. This
change requires a corresponding shift in the Group’s business model. These business model adjustments have
required, and are expected to continue to require, among other areas, changes to the Group’s sales and marketing,
R&D, supply chain management and procurement processes, for the following reasons:

*  Due to the characteristics of LED lighting technology that facilitates lighting control systems, the market for
these systems and related services are expected to become a more important part of the general lighting
market and the Group’s product portfolio. As a result, the Group will need to adapt and educate its sales
force to develop the necessary technical know-how and expertise that is required to meet this shift in
demand, in particular with respect to the Group’s projects business where systems and related services are
increasingly sold directly to end users.

e Despite the longer anticipated life expectancy of LED lamps as compared to conventional lighting products,
the actual product lifecycle of products, systems and services based on LED lighting technologies is
generally much shorter compared to those based on conventional lighting technologies. These shorter
lifecycles can be explained by the high speed of the technological developments with respect to LED
lighting product features, improvements in cost efficiencies and shorter refurbishment trends for products,
systems and services based on LED lighting technologies. This requires the Group to adapt its R&D profile
to build further capacity in systems and services, which in turn may require higher up-front R&D
expenditures. As a result, the Group will need to adjust and make further investments in its overall business
processes, R&D and information technology (“IT”) systems which enable and support development of
products, systems and services based on LED lighting technologies.

e In the past, the Group’s production processes were primarily organized to produce conventional lighting
products on a large scale. Because LED lighting technologies have been subject to rapid technological
change and significant price erosion, supply and demand for LED lighting technologies are more difficult to
predict. These factors will require the Group to manage its external suppliers and production levels more
closely in order to align supply and production levels with actual market demand in order to avoid excessive
or obsolete inventory and associated costs. As a result, the Group will need to improve its flexibility in
changing production levels and adjust its supply chain management accordingly.

e The supply chain for conventional lamps is largely integrated and predominantly based on in-house
production, while almost all of the Group’s LED lamp production is outsourced, except for a relatively
small proportion that is kept in-house for strategic reasons to reduce lead times and to take advantage of the
Group’s conventional lamps infrastructure to manufacture glass LED bulbs. As a result, the Group is
exposed to certain risks as further explained in—“The Group’s manufacturing and supply operations are
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shifting from an in-house production model to an “asset-light” outsourcing model, which makes the Group
increasingly dependent on external suppliers and effective supply chain management” below and will need
to adjust its procurement processes to address increasing levels of purchases from suppliers.

If the Group is unable to adjust its business processes, including sales and marketing, R&D, supply chain
management and procurement processes, to effectively address the transition from products based on conventional
lighting technologies to products, systems and services based on LED lighting technologies, this may have a
material adverse effect on the business, results of operations, financial condition and prospects of the Group.

6. The Group may not be successful in offsetting the significant price erosion which characterizes the
market for LED lamps, with higher volumes, productivity improvements, product innovations and cost
control.

The market for LED lamps has historically been subject to significant price erosion, and is expected to
remain subject to price erosion in the future. For example, a recent market study predicts that the average price of
an LED lamp (bulbs and spots) will drop at least 50% from more than €4.52 in 2014 to less than €2.26 in 2020.
The Group believes that the average price of an LED lamp declined by 20-25% per annum in 2013 and 2014.
However, such price erosion may occur more quickly in the future than anticipated by the Group, or may not be
fully offset by higher volumes, productivity improvements, product innovations and cost reductions.
Conventional lamps have historically been subject to marginal price erosion. However, because the Group’s
strategy is to optimize cash generation from its conventional lamp business, aggressive pricing practices by the
Group’s competitors in conventional lamps may have a significant negative impact on the Group’s cash flow
generation. While the Group has implemented cost saving and efficiency improvement measures in the past,
including in respect of costs of materials procured from third party suppliers, there is no guarantee that the
Group’s cost saving and efficiency improvement measures will continue to be successful or result in the
anticipated savings, as further explained in “Cost savings initiatives needed to maintain and improve profitability
margins and cash generation may not be successful” below. Furthermore, any restructuring measures may have a
material adverse effect on the Group’s results of operations and cash flow as the costs of reorganization are
incurred before the potential benefits are realized. Any of the foregoing factors may have a material adverse
effect on the business, results of operations, financial condition and prospects of the Group.

7. The general lighting market in which the Group operates is highly competitive as it includes other
traditional global lighting manufacturers as well as new entrants to the LED lighting market. Moreover,
the competitive landscape may change due to increasing vertical integration.

The general lighting market in which the Group operates is highly competitive as it, among other reasons,
includes other traditional global lighting manufacturers as well as new entrants to the LED lighting market. The
competitive landscape of the general lighting market in which the Group operates varies along the value chain,
which consists of LED components, conventional and LED lamps, conventional and LED electronics, and
conventional and LED luminaires, which are complemented by the lighting systems and lighting services
segments. The Group is active in each segment of the value chain other than LED components. The main
competitive factors include market leadership, scale, sales channels access, technology leadership, innovation
strength, extensive patent portfolio, reliability, brand image, product range, performance, energy efficiency,
price, delivery speed, quality and design.

The increasing penetration of LED lighting products has resulted in product lifecycles becoming shorter, has
emphasized the need for continuous innovation and, as new technologies evolve, has provided entry points for
new competitors and opportunities for rapid market share shifts. The growth in the market for LED lighting
technologies has encouraged new competitors (particularly from Asia) to enter the market for LED lighting
products. The Group believes the current competitive landscape in each segment of the general lighting market in
which it operates is as follows:

e Conventional lamps and electronics: The conventional lamps and electronics market is comparatively
concentrated. The Group believes that the Group, Osram and GE are the top three global market participants
measured by sales.

e LED lamps and electronics: The LED lamps market is dynamic and more fragmented than the conventional
lamps and electronics market with strong competition from low cost Asian competitors. The Group believes
that next to Osram, other competitors active in LED lamps include Panasonic, Toshiba, GE, Cree and TCP.
Europe and the United States are relatively more concentrated, while the market in China is relatively
fragmented. The largest companies active in the LED electronics market include the Group, Tridonic (part
of Zumtobel) and Osram.

5 Source: BCG Report. The BCG projections are in USD and assume a constant 2014 exchange rate of € 1.00 = USD 1.3269 through
2020.
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e Professional luminaires, systems and services: The professional luminaires, systems and services market
differs significantly by geography with many regionally focused competitors. The Group perceives the
professional luminaires and systems markets in North America and Europe as relatively concentrated. In
North America, the Group believes that its key competitors are Acuity Brands, Cooper Industries and
Hubbell. In Europe, the Group believes its main competitors are Zumtobel, Fagerhult and Schréder. In India,
the Group believes its main competitors are Crompton, Bajaj and Havells. The professional market in China
and Growth Markets® (excluding Japan) are highly fragmented. In China, the Group believes its main
competitors are NVC and Ocean King; in Growth Markets, the Group considers Panasonic and Toshiba as
its main competitors.

e Consumer luminaires: The consumer luminaires market is highly localized and fragmented with few global
or regional competitors, except for companies with own distribution including Ikea Private Label and Home
Depot Private Label.

*  Home systems: The home systems markets is still in its early stages.

As a result, some of the Group’s competitors are large, sophisticated and well-capitalized companies with
significant resources, while the Group also faces competition from new entrants such as start-ups and other
companies that target only a certain product (range) or limited geographic area. Start-ups can sometimes operate
as a small organization or in low cost environments that allow them to keep prices low and spend aggressively on
product development, marketing, sales and other product initiatives, for example in the LED lamps market with
its lower entry barriers. The transition in the general lighting market from conventional lighting technologies to
LED lighting technologies has also resulted in competitors that had previously been active in specialized markets
entering into the general lighting market, and increased levels of competition in the market segments in which the
Group operates. Moreover, some of the Group’s competitors may in the future benefit from government support
measures, increasing import tariffs or local content or manufacturing requirements in government tenders, all of
which would seek to support local companies but may not available to the Group or available only to a lesser
extent. Alternatively, governments may decide to purchase and on-sell subsidized LED lamps to encourage the
adoption of energy efficient lighting, which may accelerate price erosion of LED lamps and may disrupt the
Group’s established global distribution network. Further, the transition to LED lighting technologies may result
in large, well-known technology and software companies entering the lighting market, particularly with respect
to connected systems and services, as they seek to expand applications for their existing software and control
systems and applications.

The competitive landscape in which the Group operates is also subject to change as a result of consolidation
along the value chain towards integrated lighting providers. The Group’s competitive position may be
significantly affected by this vertical integration trend, for example as a result of traditional luminaire
manufacturers moving into developing lighting systems and services or LED lamp manufacturers producing LED
electronics in house. Integration in one or the other direction might enhance the product offering of the Group’s
competitors, market share and competitive position, or turn customers or business partners into competitors, who
may be lost as customers and could in turn extend their business activities into market segments in which the
Group operates.

To the extent the Group is unable to successfully address competition in some or all of its market segments,
sales of the Group’s products will be negatively impacted, which may have a material adverse effect on the
business, results of operations, financial condition and prospects of the Group.

8. The ability of the Group to compete effectively depends upon its ability to distinguish the Group and its
products, systems and services from those of its competitors.

The Group’s ability to compete effectively in the Group’s markets depends in large part upon its ability to
distinguish the Group and its products, systems and services from those of its competitors, including with respect
to:

e breadth and quality of product offering;

e product pricing and cost competitiveness;

e supporting the customer’s product search and strong customer relationships;
e quality and breadth of intellectual property;

e brand quality and recognition;

6 Growth Markets consists of six markets covering the following regional clusters: (i) ASEAN plus other Pacific (comprising ten counties,
primarily Indonesia, Thailand and Australia); (ii) the Indian Subcontinent (India, Bangladesh and Sri Lanka); (iii) Middle East and
Turkey; (iv) Africa (primarily South Africa, Morocco and Egypt); (v) Russia, Ukraine and Central Asia; and (vi) Japan.
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e energy efficiency of products; and
e the success and timing of new product development and the speed of delivery of new products.

The Group carries a wide and diverse range of products allowing the Group to compete in most segments of
the lighting market, and it could suffer significantly if competitors target the Group’s higher margin or major
revenue generating products. For instance, higher margin products or major revenue generating products
benefitting from the Philips brand may suffer if other premium brands are offered at significantly lower prices. In
addition, as a result of product differentiation in new markets, the Group may not be able to benefit from
economies of scale in the same way as it used to with respect to its conventional lamps business.

As competition becomes more diverse and with new competitors entering the lighting market, competition
may intensify. To the extent the Group is unable to distinguish its products, systems and services, its competitors
may be able to capture the Group’s customers and reduce the Group’s opportunities for success, which may have
a material adverse effect on the business, results of operations, financial condition and prospects of the Group.

9. The Group has spent considerable resources to develop its offering of lighting systems (including
connected lighting systems) and lighting services. There can be no assurance that the Group’s strategy
with respect to lighting systems and lighting services will be successfully implemented, or that the Group
will fully realize the expected benefits of its strategy.

The general lighting market is evidencing fast adoption of lighting systems and services based on LED
lighting technologies, including as a result of a greater focus on the total cost of ownership by customers. In
addition to the general shift in the Group’s business towards LED lighting technologies, the Group has spent
considerable resources on developing its offering of lighting systems (including connected lighting systems that
allow dynamic lighting control through connectivity with sensors, the cloud and networks) and lighting services
based on LED lighting technologies. Moving from sales of products to sales of systems and services requires,
among other things, that the Group extends its go-to-market approach from distributing via trade/value added
partners to directly engaging with end-users and developing different capabilities and competences along the
value chain (including with respect to IT capabilities, data and product security, technical knowledge or support
to sales force and project management skills). The Group may not currently have access to all of the required
capabilities and competences in-house and may therefore need to develop these internally or via partnerships or
acquisitions in the future. The Group may also need to spend additional resources to further develop expertise in
connected lighting systems as these systems are expected to become an increasingly important component of the
general lighting market in the future. The percentage of all luminaires (measured in revenues) that are sold as
part of a connected lighting system is expected to grow from 5% in 2014 to 25% in 2020,” and the Group intends
to focus on such connected lighting systems as part of its strategy to address the transition from conventional
lighting technologies to LED lighting technologies. However, there can be no assurance that the Group’s strategy
to develop its offering of lighting systems (including connected lighting systems) and lighting services will be
successfully implemented, that the benefits of the strategy will outweigh the costs to the Group, that the Group’s
strategy will address the trends in the general lighting market, or that the shift towards lighting systems and
lighting services will develop as anticipated, any of which may have a material adverse effect on the business,
results of operations, financial condition and prospects of the Group.

10. Cost savings initiatives needed to maintain and improve profitability margins and cash generation may
not be successful.

Historically, the Group has sought through its cost savings initiatives to maintain and improve its
profitability margins and cash generation. Historic cost savings have focused on three areas: (i) footprint
rationalization, (ii) bill-of-material costs, and (iii) productivity and efficiency improvements. Footprint
rationalization involves pro-active management by the Group of its manufacturing footprint, including through
relocation of manufacturing activities to more efficient manufacturing locations close to relevant markets and
closing or divesting operational manufacturing plants where needed. The Group has reduced the number of its
operational manufacturing plants for conventional lamps from 45 in 2008 to 21 in 2015 and expects to close
more operational manufacturing plants in the future. In addition, the Group has focused on realizing bill-of-
material savings from both product engineering and price negotiations leveraging its scale to reduce costs.
Further, the Group has implemented several cost savings programs with regards to functional overhead and other
operating expenses (e.g., the Accelerate! productivity program of the Selling Shareholder together with its
subsidiaries within the meaning of Section 2:24b DCC (“Royal Philips”) that started in 2011), pursuant to
which, for example, the Group has been able to reduce its aggregate selling expenses, R&D expenses and general
and administrative expenses, in each case excluding restructuring costs, acquisition-related charges and other
incidental charges, as a percentage of sales from 32.2% in 2013 to 31.0% in 2015. Given the expectation for

7 Source: BCG Report.
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continued declines in the market for conventional lighting technologies and continued competition in the market
for LED lighting technologies, the Group expects that further cost savings will be required to maintain or
improve profitability margins and cash generation. The Group’s ability to implement cost saving initiatives,
including by closing or consolidating operations, depends on a number of factors, many of which are outside of
its control. In particular, most of the Group’s operations and manufacturing plants are subject to collective
bargaining agreements or involve the presence of work councils that may prevent or complicate the Group’s
efforts to sell or restructure its business. There is no assurance that the Group’s cost savings initiatives will be
successfully implemented, that the benefits of its cost savings initiatives will outweigh the costs, that the cost
savings initiatives will be sufficient to address price erosion in the general lighting market, or that the Group’s
cost savings initiatives will maintain or improve profitability margins or cash generation, any of which may have
a material adverse effect on the business, results of operations, financial condition and prospects of the Group.

11. The Group’s current and future business transformation programs are and may in the future be costly,
may not be successfully implemented and may not improve the performance of the Group’s business to
the extent expected.

The Group has previously implemented or is currently implementing certain business transformation
programs intended to ensure sustainable performance by transforming processes, operations, organization or
culture, particularly for certain parts of its professional luminaires business in North America, home business in
Europe and overall in China. The Group’s past and current business transformation programs have been or are
costly, and the Group is exposed to potential charges in connection with its current and future business
transformation programs, as well as the risk that such programs may not be successfully implemented or
continued and may not improve the overall performance of the Group’s business. The measures taken in
connection with such business transformation programs may be significant, including reduction in production
footprint, changes in the go-to-market approach, improvements in IT systems, reduction in number of local
brands, portfolio pruning and headcount reductions, may result in significant costs to the Group and may have
other adverse impacts on the business and operations of the Group.

For example, following the economic and financial crises which had a significant negative impact on the
performance of its business group (“Business Group” or “BG”) Professional in North America beginning in
2008, BG Professional in North America implemented from 2012 to 2014 a major business transformation
program, which included the integration of individual businesses, footprint optimization, supply base
consolidation, portfolio and brand rationalization, go-to-market approach implementation (including
consolidation of the agent network as a key component), IT consolidation and productivity improvements, among
other measures. This business transformation program was costly, and also resulted in disruption of ongoing
operations that contributed to a further decline in performance of BG Professional in North America. There is no
guarantee that the business transformation program in North America has fully addressed the performance issues
of BG Professional in North America. In addition, BG Home undertook beginning in 2014 an extensive portfolio
pruning exercise in its consumer luminaires business in Europe, seeking to optimize manufacturing fixed costs
and rationalize its European warehouse footprint in order to improve profitability. This exercise contributed to a
decline in the sales of BG Home. The Group’s ability to continue to improve the performance of BG Home in
Europe and of BG Professional in North America will be key to the Group’s future development and results. The
Group is also currently implementing business transformation programs to address the decline in the Group’s
sales in China since 2013, including by reducing the number of distributors, establishing clear regional and
product or channel responsibilities for distributors, collaborating with key distributors to target end-users directly
in order to reduce layers in the go-to-market model, increasing prices for certain products, offering customer
financing for distributors through third party banks and driving online sales through relationships with large
vendors. The Group’s comparable sales in Greater China declined by 19.6% for the year ended 31 December
2015, and there is no guarantee that the Group’s business transformation programs will be successful in reversing
the decline in sales in Greater China.

While the Group implements any business transformation program, such as the programs mentioned above,
with the objective of improving the long-term performance of the Group’s business, such business transformation
programs may adversely impact performance of the Group’s business, and there can be no assurance that any
business transformation program will achieve the anticipated results. The costs to implement business
transformation programs, failure to successfully implement business transformation programs or failure to
achieve the anticipated results of business transformation programs may have a material adverse effect on the
business, results of operations and financial condition of the Group.

12. The loss of important customers or a change in the terms of purchases by important customers may
materially adversely affect the Group’s business.

The Group sells its products, systems and services to customers such as retailers (e.g., hypermarket chains
and do-it-yourself (“DIY”) stores), distributors (wholesalers) and end-user customers. While the Group’s sales
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do not depend materially on a single or small number of customers, some of its customers generate sales
corresponding to a low single digit percentage of the Group’s sales. The Group generally does not enter into
long-term commitment contracts with its customers other than framework agreements with no firm purchase
commitment. Important customers may alter their purchasing behavior and reduce or cancel orders or entirely
cease to do business with the Group with little or no notice. The effect would be particularly severe if a number
of important relationships were terminated or the number of products the Group delivers to such customers was
substantially reduced within a short period to time. As a result, the Group must maintain its longstanding
relationships with such customers to maintain levels of sales. Customers whose framework agreements expire
may also request a reduction of prices or a change in terms of purchases before making further purchases from
the Group. Agreeing to such requests may materially adversely affect the Group’s sales and its results of
operations and failure to reach an agreement may result in the loss of important customers. Any of the foregoing
developments that is systematic or widespread among the Group’s customers, especially where significant sales
are involved, may have a material adverse effect on the Group’s business, results of operations, financial
condition and prospects.

13. The Group’s manufacturing and supply operations are shifting from an in-house production model to an
“asset-light” outsourcing model, which makes the Group increasingly dependent on external suppliers
and effective supply chain management.

As part of the transition from conventional lighting technologies to LED lighting technologies, the Group’s
manufacturing and supply operations have shifted and continue to shift from an in-house production model for
conventional products to an “asset-light” outsourcing model for LED products. As a result, the Group
increasingly outsources the production of components and, with LED lamps, the production of entire finished
products. This “asset-light” outsourcing model is expected to result in fewer or smaller operational
manufacturing plants globally, and thereby reduces the capital intensity of the business. If this trend continues, as
is expected, the Group will become highly dependent on third party assembly and manufacturing. Outsourcing
the production of finished products and components presents a number of risks. The Group must cooperate with
suppliers to, among other things, optimize time to market and maintain the quality standard of its products.
Effective management of the external supply chain is crucial to preserve competitiveness in the markets in which
the Group operates. Although the Group works, and intends to continue to work, closely with its suppliers to
avoid supply-related problems, there can be no assurance that it will not encounter supply problems in the future
or that it will be able to timely replace a supplier that is not able to meet its demand. From time to time, suppliers
may extend lead times, limit the amounts supplied to the Group or increase prices due to capacity constraints or
other factors. If the Group is unable to address the aforementioned risks, this may have a material adverse effect
on the business, results of operations, financial condition and prospects of the Group.

14. The Group depends on external suppliers for certain raw materials and critical components, which may
expose it to rising prices or shortages.

The Group depends on external suppliers for certain raw materials (e.g., rare earth metals, copper, phosphor,
steel, aluminum, noble gases and oil-related products) and critical components. Market prices for raw materials
are subject to significant volatility, such as the fluctuations experienced in the phosphor market in 2012. During
periods of increasing costs of raw materials, the Group may not be able to compensate for cost increases through
productivity improvements or passing cost increases on to customers. By contrast, in times of falling prices for
raw materials, the Group may not fully benefit from such price decreases, for example, because the Group
attempts to reduce the risk of rising raw material prices through long-term contracting. A general shortage of raw
materials, including as a result of unforeseen natural disasters, may also result in increases in market prices and
potential disruption to production. The Group’s strategy to maximize cash generation from the conventional
lamps market during the transition to LED lighting technologies exposes the Group to heightened supply risk as
suppliers of certain critical components for the conventional lamp products exit the market, including by focusing
on supplying critical components for LED lighting products. As a result, the supply of critical components for
conventional lighting products and services has been reduced to some extent. The Group expects this trend to
continue. The Group may in the future not be able to source certain critical components for its conventional
lighting products at all or in a timely manner because suppliers on which the Group currently relies may exit this
market as it further declines. Any failure by the Group to effectively address rising prices or shortages of raw
materials or critical components may have a material adverse effect on the business, results of operations,
financial condition and prospects of the Group.

15. The Group relies on the manufacturing of its LED lamps in Asia for its worldwide distribution and could
suffer as a result of long lead times.

The Group’s LED lamps are primarily manufactured by third parties in Asia, which requires shipping the
LED lamps from Asia to the Group’s main markets in the United States and Europe. As a result, the lead times
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for delivery of such products to its main markets can be significant. Increased demand from customers and longer
than expected delivery times could result in LED lamps going out of stock. In addition, the Group is exposed to
an increased risk that its stock of manufactured LED lamps become obsolete, as compared to competitors that
manufacture locally. In particular, changes in customer demand and preferences or new technological
developments between the time production cycles are planned and the time that products arrive in the relevant
market’s distribution centers, requires more effective production cycle and supply chain management by the
Group. Any of the foregoing risks may have an adverse effect on the Group’s reputation, resulting in retailers
allocating less, or less prominent, shelf space to the Group’s LED lamps, which may in turn have a material
adverse effect on the business, results of operations, financial condition and prospects of the Group.

16. In difficult market conditions, the Group’s high fixed costs combined with low revenues may negatively
impact its results.

The production of conventional lighting products is characterized by high fixed costs. Notwithstanding the
Group’s shift from an in-house production model to an “asset-light” outsourcing model, a significant portion of
the Group’s production and assembly requirements are met by its own operational manufacturing plants. In
difficult market conditions, the Group may be faced with a decline in the utilization rates of its operational
manufacturing plants due to decreases in product demand. During such periods, the Group’s operational
manufacturing plants may not operate at full capacity, resulting in higher average costs per product. The Group
cannot guarantee that difficult market conditions in the future will not adversely affect its utilization rates at its
operational manufacturing plants, and consequently the Group’s future gross margins, which may have a material
adverse impact on the business, results of operations, financial condition and prospects of the Group.

17. The Group may suffer losses related to winning, executing and managing complex lighting projects.

One of the Group’s business strategies is to participate in, and win, competitive bid selection processes for
lighting projects (e.g., luminaires and connected lighting systems for cities, office buildings or retailers).
Although the number of these projects is limited compared to the overall sales of the Group, they are projected to
grow—potentially significantly—in the future. The selection processes for these projects can be lengthy and
require the Group to incur significant design, development and selling expenditures, with no guarantee of
winning a contract or generating revenue. Failure to win a sufficient number of these bids may result in reduced
revenues and hurt the Group’s business.

If the Group is selected for complex lighting projects, it may suffer losses due to various circumstances,
including contractually agreed penalties or reputational damage if it cannot complete the work in accordance
with the time limits specified in the project contract or as a result of more extensive maintenance and service
obligations than anticipated at the time of the Group’s bid. Risks associated with these types of complex projects
for the Group include:

e delays in awards of major contracts or postponement of previously awarded contracts, which may result in
higher inventory and higher inventory write-downs;

e key assumptions made by the Group in its bid (such as life expectancy of LED lighting products, expected
energy savings, service levels required or replacement rates) that may prove incorrect over time;

e failure to satisfy projected energy savings, in particular where the Group’s revenues for the project are
linked to such energy savings;

e project modifications that may lead to unexpected and unrecoverable cost increases;

e performance defaults by suppliers, subcontractors or consortium partners for which the Group may be (held)
responsible;

e deterioration of the financial condition of customers, which risk is exacerbated by the relatively long
duration of projects;

e if actual results and cash flows deviate from initial assumptions underlying a project, its financing structure
may be inadequate or inefficient;

e the accounting analysis of projects is complex and may change during the lengthy contract period, which
may lead to an accounting treatment that differs from the treatment anticipated at the inception of the
project;

e failure or inability to adequately manage or supervise complex projects and project participants involved
which may result in delays, cost overruns and post-completion problems; and

*  unanticipated technical problems which may require the Group or its suppliers to spend additional time and
money to address these challenges.
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Any of the foregoing risks may have a material adverse effect on the business, results of operations,
financial condition and prospects of the Group.

18. The Group owns less than 100% of the shares in certain of its companies and participates in joint
ventures or associated companies in which the ownership structure carries risks.

In addition to its wholly-owned subsidiaries, the Group holds majority participating interests in certain
companies and in certain cases participates in certain joint ventures or associated companies, primarily to gain
market access (e.g., the Group’s acquisition of its 51% interest in General Lighting Company (“GLC”) to gain
access to the lighting market in the Kingdom of Saudi Arabia in 2014), to ensure supply relationships or as part
of a consolidation process in certain fragmented regional markets where the Group is active. The Group may
make further acquisitions or investments following which it will hold less than 100% of the relevant entity.
Owning less than 100% of an entity carries certain risks, including:

e conflicts between the policies or objectives adopted by the Group’s partners and those adopted by the Group
or non-compliance by such partner with the policies or objectives adopted by the Group, particularly
regarding insurance coverage and sanctions compliance;

e disagreement with the Group’s partners over the performance of their obligations;
e disputes as to the scope of each party’s responsibilities;
e financial difficulties encountered by the Group’s partners affecting their ability to perform their obligations;

e legal or contractual responsibilities with respect to the Group’s other partners or their interest in the relevant
entity;

e change of control or deadlock provisions in governance arrangements that may require the Group to take
certain actions; and

e financial or other obligations of joint ventures, which may be (partially) guaranteed by the Group in certain
locations.

These and other risks may result in a deadlock situation and an inability to distribute profits or make further
necessary investments. Rights of minority shareholders may negatively affect the Company’s ability to control
certain subsidiaries. If such conflicts or problems arise with respect to non-wholly owned companies and
operations, this may have a material adverse effect on the business, results of operations, financial condition and
prospects of the Group.

Further, the Group has invested and may further invest in joint ventures or associated companies in which
the Group will have a non-controlling interest for growing new and other business in R&D, production,
marketing and other areas. Some of these joint ventures or associated companies may represent significant
investments. In these cases, the Group may have limited influence over, and limited or no control of, the
governance, performance and cost of operations of joint ventures or associated companies. The joint ventures and
associated companies that the Group may not control may make business, financial or investment decisions
contrary to the Group’s interests or decisions different from those that the Group itself would have made. If the
Group faces any disagreement with its relevant partner in a joint venture or business alliance in respect of
financing, technological management, product development, management strategies or otherwise, such joint
venture or business alliance may be terminated. Additionally, the Group’s partners or members of a joint venture
or associated company may not be able to meet their financial or other obligations, which may expose the Group
to additional financial or other obligations.

Any of the foregoing risks may have a material adverse effect on the Group’s reputation and the value of its
investments or potentially subject the Group to additional claims, each of which may in turn have a material
adverse effect on the business, results of operations, financial condition and prospects of the Group.

19. The Group may from time to time make acquisitions and engage in other transactions to complement or
expand its existing business. However, the Group may not be successful in acquiring suitable targets at
acceptable prices and integrating them into its operations, and any acquisitions may lead to a diversion of
management resources.

The Group may in the future consider acquiring, making investments or forming joint ventures that
complement, enhance or expand the Group’s current portfolio of lighting products and services or otherwise offer
growth opportunities (e.g., the Group’s acquisition of a 51% interest in GLC to gain access to the lighting market
in the Kingdom of Saudi Arabia in 2014). If the Group is unable to identify suitable targets, the Group’s growth
prospects may suffer, and the Group may not be able to realize sufficient scale advantages to compete effectively
in all markets. In addition, in pursuing acquisitions, the Group may face competition from other companies in the
lighting industry. The Group’s ability to acquire targets may also be limited by applicable antitrust laws and other
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regulations. To the extent that the Group is successful in making acquisitions, it may have to spend substantial
amounts of cash, incur debt, assume loss-making business units and incur other types of expenses in order to
acquire and integrate the acquired businesses. The Group may also face challenges in successfully integrating
acquired companies into its existing organization, which may distract management from other tasks. In addition,
the Group may face challenges in delivering the originally envisioned value creation of an acquisition due to
various factors, including some beyond the control of the company, such as changes in economic and political
conditions. For example, the intensified geopolitical situation in the Middle East and depressed oil prices may
result in customers experiencing difficulties in completing ongoing projects or fulfilling existing payment
obligations or in a cut back in government spending resulting in delays of government tenders and scale down of
planned infrastructure projects. Any of the foregoing factors may adversely affect GLC’s results or operations
(including revenues from sales in the Kingdom of Saudi Arabia), financial condition and prospects and ultimately
the Group’s results of operations and financial condition, including through an impairment of goodwill relating to
the original acquisition of GLC. Acquisitions may also expose the Group to liabilities it may not be aware of at
the time of the acquisition, for example if acquired companies and business do not act, or have not acted, in
compliance with applicable laws and regulations. The Group’s acquisitions may not ultimately provide the
results that the Group initially envisioned when making the related acquisition. Any of the foregoing risks may
have a material adverse effect on the business, results of operations, financial condition and prospects of the
Group.

20. The Group may from time to time desire to exit certain product lines, businesses or markets, but may not
be successful in doing so.

From time to time, the Group may decide to divest or exit certain product lines, businesses or markets. The
Group has, in recent years, exited several of its product lines and businesses. The Group may continue to do so in
the future. However, the Group’s ability to successfully exit from product lines, businesses and markets, depends
on a number of factors, many of which are outside of its control. For example, the Group may not find a buyer
for a particular business line, or the Group may not be successful in negotiating satisfactory terms with
prospective buyers. In addition, the Group may face regulatory or contractual restrictions on divestiture. In
particular, several of the Group’s operations and manufacturing plants are subject to collective bargaining
agreements and social plans or require the Group to consult with its employee representatives, such as work
councils, which may prevent or complicate the Group’s efforts to sell or restructure its business. In some cases,
there may be laws or other legal impediments that may affect the Group’s ability to carry out such sales or
restructurings. If a divestment or exit of a certain product line or business is successful, the Group may face
indemnity and other liability claims in the future, including claims for financial support of divested businesses or
their employees. If the Group is unable to exit a product line, business or market, in a manner the Group’s deems
to be advantageous and timely, this may have a material adverse effect on the Group’s business, results of
operations, financial condition and prospects.

21. Risk of unauthorized use of intellectual property rights of the Group may cause the Group’s business,
results of operations and financial condition to suffer.

The Group produces and sells products and services which are protected by intellectual property rights. The
Group develops and acquires intellectual property rights on a regular basis. On 31 March 2016, the Group held a
portfolio of intellectual property rights including over 25,000 registered intellectual property rights, of which
over 14,000 were patent rights.

If the Group is not able to adequately protect or enforce the proprietary aspects of its products and services,
competitors may utilize the Group’s proprietary rights and the Group’s business, results of operations and
financial condition may be harmed. The Group relies on a combination of patent, copyright, trademark, design
right and trade secret laws, contractual restrictions and similar means to establish and protect proprietary rights in
the Group’s technologies and corporate and brand identity. Despite all efforts, other parties may attempt to
disclose, obtain, reverse-engineer or use the Group’s technologies. The Group’s competitors may also be able to
independently develop products that are substantially equivalent or superior to the Group’s products or design
around the Group’s proprietary technology.

The laws of some countries do not protect proprietary rights to the same degree as is customary in Europe or
the United States and there is a risk that the Group’s proprietary rights may not be adequate in these countries.
Many companies have encountered significant problems in protecting their proprietary rights against copying or
infringement in such countries, some of which are countries in which the Group sells its products and services.
The application of laws governing intellectual property and trade secret rights in developing markets is uncertain
and evolving and may involve substantial risks to the Group. If the Group is unable to adequately protect its
intellectual property and trade secret rights in developing markets, the Group’s attempts to penetrate such
markets may be harmed.
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In order to protect or enforce its intellectual property rights, the Group may initiate litigation against third
parties, such as infringement suits or interference proceedings. Any lawsuits that the Group initiates could be
expensive, take significant time and divert management’s attention from other business concerns. The outcome
of litigation is highly unpredictable. Litigation also puts patents, trademarks and design rights at risk of being
invalidated or, in case of patents, interpreted narrowly. The Group may not prevail in any lawsuits that it initiates
and the damages or other remedies awarded, including attorney fees, if any, may not be commercially valuable.

The occurrence of any of the foregoing events may have a material adverse effect on the Group’s business,
results of operations, financial condition and prospects.

22. The Group may require access to third party intellectual property rights for its products and services and
third parties may assert intellectual property rights against the Group.

Patent license and patent cross-license agreements are common practice in the lighting industry. In certain
areas, the competitive position of the Group is based on patent cross-license agreements which it entered into
with its competitors. Such agreements typically only cover patents filed within a certain defined period. If the
Group is unable to enter into new or renew existing patent cross-license agreements at regular intervals to also
cover patents filed after such period, this may have a material adverse effect on the competitive position of the
Group and may leave it with insufficient licenses to continue its business. Patent license and cross-license
agreements might also be at risk in case of certain circumstances such as insolvency of counterparties of the
Group.

Technology covered by third party intellectual property rights may be unavailable or available only on
unfavorable terms and conditions to the Group. The validity of intellectual property rights owned by third parties
may need to be challenged while at the same time alternative solutions avoiding use of third party rights may
need to be investigated and developed. However, the Group may not be successful in all cases or may not be able
to obtain all licenses necessary to use a technology relevant to it.

Third parties may claim that the Group infringes their intellectual property rights and commence patent
litigation against the Group that may require substantial financial and personnel resources. Depending on the
outcome of any such litigation, which is usually difficult or impossible to predict, the Group may be prevented
from using corresponding technologies and manufacturing or distributing certain products, and may be held
liable for damages by the owners of such asserted intellectual property rights. Disputes and litigation may lead to
payments of significant amounts. Particularly in the United States, patent-holding companies that do not make or
sell products (often referred to as “patent trolls”) may claim that the Group’s products infringe upon their
intellectual property rights, and the litigation or settlement of these matters, regardless of the merit of the claims,
may result in significant costs and consume personnel resources.

The Group may as a result of third party intellectual property assertions also be held to have licensed the
asserted intellectual property rights, requiring the Group to pay significant licensing fees. Even if asserted claims
are not valid, they may expose the Group to significant costs. In recent years, such costs have been relatively low,
but this may change in the future with the incorporation of digital technology, including software applications, in
the Group’s products, systems and services. Moreover, the licensing activities of the Group have intensified in
recent years with the Group initiating more law suits and signing up more licenses for its licensing programs.
These intensifying licensing activities of the Group may provoke third parties to assert counter claims against it.

The Group also runs the risk of infringing intellectual property rights of third parties by sourcing
components and products from suppliers. Concerning sourced items, it may be difficult to obtain indemnification
from third party claims from the supplier.

Expenditures to acquire licenses, the development of alternative non-infringing technologies and litigation
and the payment of damages in connection with the infringement of intellectual property rights owned by third
parties, as well as potential court injunctions preventing the Group from manufacturing and distributing certain
products, may have a material adverse effect on the Group’s business, results of operations, financial condition
and prospects.

23. The Group sets high quality standards for its products but it is possible that products may contain defects
or otherwise not perform as expected. Quality defects may reduce sales, result in costs associated with
warranty or product liability claims or require recall of affected items.

Manufacturing of the Group’s products involves complex processes, and defects have in the past, and could
in the future, occur in the Group’s products. In addition, it is possible that certain of the Group’s products may
not perform as expected (e.g., in terms of estimated life span and energy savings). These defects or shortfalls may
cause the Group to incur significant warranty, support and replacement costs. Furthermore, the Group may
become subject to actions by regulatory authorities related to alleged failures of products, which actions may
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result in fines or costs incurred in connection with product recalls or the defence and resolution of any regulatory
enforcement actions. Depending on the type of product involved and damage caused, the costs incurred in
conducting recalls and exchanging defective or non-performing products may significantly exceed the cost of the
product.

Additionally, failures or malfunctions of the Group’s products may lead to claims for property damage and
personal injury, alleged to have been caused by such failure or malfunction. In particular, the Group is on
occasion put on notice by individual claimants or their insurers when fires may have been related to products
manufactured and/or marketed by the Group. If forensic investigations do not rule out the involvement of the
Group’s products, the Group may become subject to liability claims by the claimants or their insurers. Although
to date such claims have not resulted in material loss to the Group, the Group, on the same basis as other lamp
and luminaire manufacturers, expects that it will continue to be subject to legal proceedings seeking to hold the
Group liable for property damage and personal injury resulting from fires alleged to have been caused by the
failure or malfunction of products manufactured and/or marketed by the Group.

Claims for damages and/or personal injury have related to such Group products as fluorescent lamps,
ballasts, and high-intensity discharge (“HID”) metal halide lighting systems. HID metal halide lamps are
generally subject to non-passive or explosive failure of the lamp while operating under high temperature and
pressure. These events, which occur most frequently when a lamp has been operated well past its published
lifetime, can result in the discharge of heated materials capable of initiating a fire. HID metal halide lamps are
currently either engineered with glass shrouds designed to contain any discharge of lamp fragments upon a non-
passive failure or are specified to be used only in luminaires with secondary containment such as a lens which
acts as a barrier to protect the area surrounding the lamp from the discharge of materials in the event of such
events. Despite the large number of metal halide lamps used in the last 15 years by multiple suppliers across the
industry, there have been very few instances to date of property damage and personal injury claims resulting
from the alleged failure of metal halide lamps and luminaires. It should be noted, however, that despite the fact
that a non-passive failure is well-understood and relatively rare occurrence, because metal halide lamps and
luminaires are often used in large industrial plants and commercial properties, property damage caused by a
defective product could be significant. The Group is currently conducting a review of certain acrylic lenses that
have been utilized in luminaires manufactured and sold by the Group. The purpose of this review is to review the
performance of such acrylic lenses in containing hot lamp fragments in event of the non-passive failure of an
installed lamp when properly used as part of a metal halide lighting system. The Group cannot predict the
outcome of this review, or what steps, if any, the Group may determine are required based on the results of the
review, or of the aggregate costs of such steps.

The Group has obtained insurance coverage which it believes is adequate for its type of business and which
generally covers the cost of recalls (excluding product costs and subject to certain deductibles and limits) and
liability claims for damage to property and injuries. There is, however, no assurance that the Group will be able
to continue to maintain such insurance at reasonable costs or in sufficient amounts to protect the Group against
losses due to product liability. If products that the Group sources from third party suppliers are defective, the
Group may be unable to enforce full recourse against such suppliers. In addition, product defects and recall
actions may divert the attention of the Group’s management and engineering personnel and can entail
reputational damage which may reduce future sales. Such costs and reputational damage may have a material
adverse effect on the Group’s business, results of operations, financial condition and prospects.

24. The Group may suffer substantial losses in the event of a natural disaster, terrorist attack or other
casualty event in markets in which it operates.

The Group’s global operations are subject to the risk of natural disasters, such as, among others,
earthquakes, typhoons, fires and floods. Additionally, large disasters, terrorist attacks, riots and civil commotion
or other casualty events may disrupt the Group’s operations despite any absence of direct physical damage to its
properties by causing a material economic downturn, whether in the affected area or a country in which the
Group operates. A catastrophic loss of lives, businesses and infrastructure may have an indirect impact on the
Group by affecting its employees, customers, business partners and suppliers, and may consequently affect the
Group’s production, sourcing and reduce the demand for its products. In addition, risks may not be insured or the
Group’s insurance cover may not protect it against all damages or related business interruptions resulting from
the events described above. With or without relevant insurance coverage, damage to any of the Group’s offices,
branches, operational manufacturing plants or distribution network or to third parties (e.g., suppliers), due to
natural disasters, terrorist attacks or other casualty events, may have a material adverse effect on the Group’s
business, results of operations, financial condition and prospects.

64



25. The Group relies upon the uninterrupted operation of its production work flows and available IT systems,
and is exposed to the risks of interruption, loss of information, IT security threats, computer crime and
breaches of data confidentiality and integrity.

Technical, logistical or other disruptions may occur and lead to a temporary stoppage of individual plants or
plant components that are material to the Group’s business and production activities. An associated interruption
of production or shipping may prevent the Group from meeting its supply obligations to its customers. This may
cause customers to file a claim (especially for damages) or cause customers to cease purchasing from the Group.

In particular, the efficient operation of the Group’s business is dependent on IT systems. The Group relies
on those systems generally to manage the day-to-day operation of the Group’s business, manage relationships
with customers, maintain R&D data and maintain financial and accounting records. Additionally, the integration
of acquired companies and successful outsourcing of business processes are highly dependent on secure and well
controlled IT systems. The interruption or failure of IT systems, the Group’s inability to successfully maintain
and enhance the IT systems or any compromise of the integrity or security of the data generated from the IT
systems may adversely affect the Group’s results of operations, disrupt its business and product development and
may limit its ability to respond to customer demands. In particular, the Group’s systems and services businesses
rely on networks and software which may be vulnerable to damage or interruption.

The Group’s IT systems and certain of its technology-based products and services are vulnerable to damage
or interruption from:

e attacks by computer viruses or hackers;

e cyber-based attacks or network security breaches;

o earthquake, fire, flood and other natural disasters;

e employee or other theft;

e power outages; and

o computer systems, internet, telecommunications or data network failure.

In recent years, the risks that the Group and other companies face from cyber-attacks have increased
significantly and may further increase in the future as the Group increasingly provides connected lighting
systems and services in the Internet of Things (i.e., the network of physical objects, devices and other items
which are embedded with electronics, software, sensors and network connectivity which enables these objects to
collect and exchange data). The objectives of these cyberattacks vary widely and may include disruptions of
operations including provision of services to customers or theft of intellectual property or other sensitive
information belonging to the Group or its business partners. Successful cyber-attacks may result in substantial
costs and other negative consequences, which may include, but are not limited to, lost revenues, reputational
damage, remediation costs, and other liabilities to customers and partners. Furthermore, enhanced protection
measures can involve significant costs. Although the Group has experienced cyber-attacks, it has not to date
incurred any significant damage as a result and did not incur significant monetary cost in taking corrective action.
However, there can be no assurance that future cyber-attacks will not result in material damages or corrective
costs to the Group.

The Group is relying on the IT systems of Royal Philips during a 12-month transition period after the
separation of the Group from Royal Philips (the “Separation”) to support its operations and faces certain risks in
this regard, as further explained in “The Group relies on Royal Philips to perform certain services after the
Separation, including with respect to IT, and the Group may be unable to make, on a timely or cost-effective
basis, the changes necessary to operate as an independent company” below.

Any of the foregoing risks may have a material adverse effect on the Group’s reputation and its business,
results of operations, financial condition and prospects.

26. The Group is dependent on its personnel for leadership and specialized skills and the loss of its ability to
attract and retain such personnel may have an adverse effect on its business.

The attraction and retention of talented employees in sales and marketing, R&D, design, intellectual
property, finance and general management, as well as of highly specialized technical personnel is critical to the
Group’s success. This is particularly valid in times of economic recovery. The loss of specialized skills may also
result in business interruptions. Competition for qualified employees among established companies and start-ups
that rely heavily on engineering and technology expertise is intense, in particular in Asia, and in the past the
Group has seen qualified employees leave the Group as a result thereof. The Group expects that competition for
qualified employees might grow further in the future as the Group is separated from Royal Philips and the
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number of competitors in the LED lighting technologies market grows. As part of the Separation, the Group
agreed certain principles with Royal Philips to ensure that employees who worked exclusively on lighting
products and services were allocated to the Group. Employees who did not work exclusively on either lighting or
healthtech products and services were allocated on a pro rata sharing basis between the Group and Royal Philips.
The loss of qualified employees or an inability to attract, retain and motivate highly skilled employees may
hinder the Group’s ability to successfully conduct research activities or develop marketable products and bring
those products to market, each of which may have a material adverse effect on the Group’s business, results of
operations, financial condition and prospects.

27. The Group is dependent on its relationships with its workforce. Strikes and other labor-related conflicts
as well as rising wages or indirect labor costs may have a material adverse effect on its business.

Personnel expenses represent a significant cost factor for the Group. The majority of the Group’s staff is
covered by collective bargaining agreements. There is no guarantee that when existing collective bargaining
agreements expire, new agreements will be concluded on terms that are mutually satisfactory and beneficial to
the Group. It also cannot be ruled out that such an agreement will only be reached following strikes or similar
actions, potentially affecting production over a longer period of time. The Group’s relationship with its
employees may also be negatively affected by the disruptive trends in the lighting industry that require changes
in the Group’s production process and requires the closure of further operational manufacturing plants together
with the need to transfer employees to new operational manufacturing plants and processes or to reduce its
workforce. For more information, see “A significant portion of the Group’s existing operational manufacturing
plants has or will become obsolete due to the transition from conventional lighting technologies to LED lighting
technologies, which has resulted in and is expected to continue to result in significant costs to the Group” above.
In the Group’s operations in emerging markets, labor costs may continue to increase as a result of inflationary
trends in these countries and rising unrest among low paid workers. Indirect labor costs may increase due to
continued inflation of medical costs. Certain management decisions within the Group are subject to prior
approval or prior advice from works councils, for example, see “Existing Shareholders and Related Party
Transactions—Existing Shareholders”. Certain decisions by the Selling Shareholder as majority shareholder may
be attributed to the Group’s management. Works councils may, when asked for approval or advice, withhold
their approval or render negative advice or impose conditions to an approval or a positive advice which could be
onerous in certain cases. Any of these events might delay the implementation of management decisions or force
management to amend decisions. If one or more of these risks materialize, this may have a material adverse
effect on the Group’s business, results of operations, financial condition and prospects.

Risks Relating to the Separation and the Establishment of the Company as an Independent Publicly Listed
Company

28. Due to the Separation, the Company has prepared the Combined Financial Statements for this
Prospectus based on carve-out financial information. The financial information presented in this
Prospectus therefore differs from what the financials would have been if the Company had been an
independent company and is not necessarily representative of the historic or future position of the
Company as a separate, publicly listed company.

Royal Philips did not account for the Company, and the Company was not operated, as a separate, stand-
alone company before the Separation. This Prospectus contains combined financial information of the Group,
which has been derived from the combined financial statements of the Group as of and for the years ended
31 December 2015, 31 December 2014 and 31 December 2013 (the “Combined Financial Statements™) and is
based on the consolidated financial statements of Royal Philips and its accounting records. As a result, the
Combined Financial Statements do not necessarily reflect what the Group’s results of operations, financial
condition and cash flows would have been had the Group operated as a separate, stand-alone group during the
periods presented in this Prospectus and are not necessarily indicative of the Group’s future results of operations,
financial condition or cash flow. Differences may arise from, among other factors:

e the historical costs and expenses reflected in the Combined Financial Statements include an allocation for
certain services from corporate functions historically provided to the Group by Royal Philips, including
legal, finance, human resources and other administrative functions. These allocations are based on what the
Group and Royal Philips consider to be reasonable reflections of the historical utilization levels of these
functions required in support of the Group’s business. There can be no guarantee that such costs are not
significantly higher or lower than the comparable expenses the Group would have incurred as an
independent company. For example, such costs could be higher than the comparable expenses the Group
would have incurred as an independent company if the Group on a standalone basis would have been able to
outsource such services at lower cost. Conversely, such costs could be lower than the comparable expenses
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the Group would have incurred as an independent company if a single employee combined the provision of
services to the Group and Royal Philips, and the Group on a standalone basis would have to hire at least one
employee to secure the provision of such services;

e the Combined Financial Statements do not reflect that the costs of debt funding and related costs that would
be necessary as a standalone company are expected to be higher;

e the Combined Financial Statements do not fully reflect any potential increased costs associated with being
an independent publicly listed company, including possible changes in the Group’s cost structure,
management, financing arrangements and business operations as a result of the Separation;

e as a separate smaller company, the Group may lose the benefit of some economies of scale which Royal
Philips was able to achieve with respect to administrative operations; and

e the Combined Financial Statements do not fully reflect the Group’s pension plan costs and liabilities as a
separate entity, and such costs and liabilities may differ significantly as a result of setting up the Group’s
stand-alone plans.

The adjustments made to prepare the Combined Financial Statements do not reflect, among other things,
changes in the Group’s funding as a result of the Separation. For more information see “Operating and Financial
Review—Basis of Preparation of Financial Statements” and the Combined Financial Statements and the
accompanying notes.

29. Actual pension liabilities and costs following the Separation may differ significantly from those set out in
the Combined Financial Statements.

Employees of the Group have historically participated in Royal Philips-sponsored pension plans in which
the Group and other Royal Philips businesses participated. The costs of pension benefits with respect to the
Group’s employees participating in these plans have been allocated to the Group based upon historical accrual,
compensation, headcount and allocation of personnel. These allocations are reflected in the Combined Financial
Statements. The Group’s liability amounts as reflected in the Combined Financial Statements were €(43) million,
€(40) million and €(23) million as of 31 December 2015, 2014 and 2013, respectively, which do not include any
additional liabilities allocated to the Group as part of the Separation. For pension plans in which only the Group’s
employees participate (dedicated plans), the related costs, assets and liabilities have been included in the balance
sheets included in the Combined Financial Statements. The net balance of defined-benefit pension plans,
including additional assumed net pension obligations for the periods prior to the Separation Date, which are not
reflected in the Combined Financial Statements, were €(607) million, €(524) million and €(449) million as of
31 December 2015, 2014 and 2013, respectively. See “Management, Employees and Corporate
Governance—Pension Schemes” for more information about the Group’s defined benefit plans. As part of the
Separation, significant pension assets and liabilities have been legally transferred to the Group on a country by
country basis, based on the relationship between pension liabilities and the respective Royal Philips and the
Group’s businesses or, if such relationship was not decisive, on a variety of legal, fiscal, financial and practical
considerations. Based on the current funding levels of the pension plans (in particular the U.S. and German
pension plans), the liabilities transferred to the Group exceeded the assets transferred to the Group, and as a result
the Group recorded accrued pension costs of €224 million, a provision of €271 million related to unfunded
pension liabilities and a provision of €112 million related to retiree medical liabilities at the Separation. The
transfer also resulted in the Group recognizing €122 million in deferred tax assets, relating to the transferred
pension deficit. As of 31 March 2016, the net pension liability (including retiree medical liabilities) amounts to
€587 million and the related deferred tax assets arising from the transferred pension liabilities have decreased to
€101 million.

As part of the Separation, significant pension assets and liabilities were allocated to the Group on a country
by country basis, based on the relationship between pension liabilities and the respective Royal Philips and the
Group’s businesses or, if such relationship was not decisive, on a combination of legal, fiscal, financial and
practical considerations. This allocation of pension assets and liabilities was complex and certain implications of
the Separation are uncertain. For example, with respect to the Group’s pension benefits for its Dutch employees,
the Group will continue participating in the pension plans operated by the Philips Pension Fund after the
Separation. However, the terms and conditions (e.g., premium contribution levels) for this pension plan will have
to be renegotiated with the relevant unions before the end of 2018 and it is not certain that the Group will be
willing and able to continue to offer such pension benefits. There is a risk that the Group may change its pension
plan in the Netherlands and will be faced with compensation claims from Dutch employees or their
representatives, which may have a material adverse impact on the Group’s pension liabilities in the Netherlands.

Following the Separation, the Group’s pension liabilities depend on various factors and assumptions, for
more information see “The Group has pension plans and retiree medical benefit plans in a number of countries.
The funded status and the cost of maintaining these plans are influenced by movements in financial markets and
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demographic developments and may adversely affect the Group’s financial condition” below. The Group’s actual
costs to meet these liabilities going forward may differ significantly from those set out in the Combined Financial
Statements and may have a material adverse impact on its financial condition.

30. The Group relies on Royal Philips to perform certain services after the Separation, including with respect
to IT, and the Group may be unable to make, on a timely or cost-effective basis, the changes necessary to
operate as an independent company.

Prior to the Separation, the Group had not been operated as a stand-alone company. The Group has
historically relied on Royal Philips for various financial, tax and other corporate services and IT systems to
support the Group’s operations. Royal Philips is continuing to supply the Group with certain of these services
and systems, generally for a period of up to 12 months after the Separation. To this end, the Group and Royal
Philips have entered into several transitional services agreements. For more information see “Separation”. Such
transitional services may not be sufficient to meet the Group’s needs and, after its agreements with Royal Philips
expire, the Group may not be able to replace these services at all or obtain these services at prices or on terms as
favorable as it currently has. In particular in respect of IT, certain aspects of the migration to an independent IT
platform will be challenging and complex to achieve within 12 months after the Separation. If Royal Philips is
unable to satisfy its obligations under these transitional services agreements, including with respect to IT, the
Group may suffer operational difficulties or losses but may not be able to claim for damages. If the Group is
unable to timely replace the relevant systems or services after the transition period with an adequate internal
solution or external service provider at reasonable costs, the Group may incur operational difficulties or losses.
Each of the foregoing circumstances may have a material adverse effect on the Group’s business, results of
operations and financial condition.

31. The Group may not be successful in establishing a new corporate and brand identity.

Historically, the Group has conducted its business under the Philips company name and brand. Following
the Separation, the Group has secured the right to use the Philips company name and a license to use the Philips
brand for a limited period of time and under certain conditions. More specifically, the Group may use the Philips
company name for a period of 18 months after the date that it is no longer controlled by Royal Philips and it may
use the Philips brand for products and services for an initial period of ten years following the Separation. The
brand license provides for two possible extension periods of five years if certain targets are met. After the
respective 18-month and ten-year periods, there is no guarantee that the Group can continue its business under
the Philips company name or brand. In addition, Royal Philips may under certain conditions terminate the
Group’s right of use or license before they have expired. The brand license is subject to royalty payments. The
Group expects that the net effect of the royalty payment to be made to Royal Philips under the trademark license
agreement between the Selling Shareholder and Philips Lighting Holding B.V., dated 1 February 2016
(“TMLA”) annually will be approximately €20 million higher than the historical costs allocated to the Group for
promotion of the Philips brand that are reflected in the Combined Financial Statements for the year ended
31 December 2015. For more information see “Separation—Intellectual Property”. The value of the Philips
company name and brand is recognized by the Group’s suppliers, customers and potential employees. When the
right of use or license is terminated, including at the end of its respective term, the Group will need to spend
significant time, effort and resources to establish a new company and brand name in the marketplace. The Group
cannot guarantee that this effort will ultimately be successful. If the Group’s efforts to establish a new corporate
and brand identity are unsuccessful, its business, results of operations and financial condition will be materially
adversely affected.

32. The Group may lose rights to key intellectual property arrangements as a result of no longer being a
business segment of Royal Philips.

As part of the Royal Philips group, the Group benefited from some of Royal Philips’s intellectual property
arrangements, including cross-licensing arrangements with other companies and licenses from third parties of
technology incorporated in its products and used to operate its business. As a result of leaving the Royal Philips
group, the Group may no longer be a beneficiary under certain of these arrangements, for instance because
necessary third party consents may not be obtained for assignment of such arrangements or because the Group
cannot benefit from divested company rights under such arrangements. Notably, most-cross licensing
arrangements contain third party termination rights upon Royal Philips losing a certain controlling interest in the
Group, depending on the specific terms of the arrangements. Consequently, the Group may no longer have the
right to use important intellectual property that it was previously licensed to use and may therefore be subject to
claims that it is infringing intellectual property rights of third parties through the manufacture and sale of the
Group’s products and the operation of its business. Therefore, the Group may be exposed to claims by such
parties that its products or operations infringe such parties’ patents or other intellectual property rights. In
addition, third parties may have refrained from asserting intellectual property infringement claims against the
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Group because the Group was formerly a business segment of Royal Philips. Following the Separation, these
third parties may attempt to pursue such claims against the Group. Any of the foregoing risks, may have a
material adverse impact on the Group’s business, results of operations, financial condition and prospects.

33. Potential indemnification obligations to Royal Philips pursuant to the Separation Agreement could
subject the Group to substantial liabilities.

On 1 February 2016, Philips Lighting Holding B.V., the previous parent company of the Group, and the
Selling Shareholder entered into an agreement (the “Separation Agreement”) and a set of ancillary agreements
to document the various arrangements between the two companies to effect the Separation. The Separation
Agreement and the ancillary agreements will be assigned to the Company prior to the Settlement Date. Among
other things, the Separation Agreement provides for indemnification obligations designed to make the Group
financially responsible for substantially all liabilities that may exist relating to the lighting business, whether
incurred prior to or after the Separation, as well as those obligations of Royal Philips assumed by the Group
pursuant to the Separation Agreement, including with respect to liability in respect of this Prospectus. For more
information see “Separation—Liability regime”. If the Group is required to indemnify Royal Philips under the
circumstances set forth in the Separation Agreement, the Group may be subject to substantial liabilities, which
may have a material adverse effect on its business, results of operations and financial condition.

34. In connection with the Separation, Royal Philips agreed to indemnify the Group for certain liabilities.
However, there can be no assurance that the indemnity will be sufficient to insure the Group against the
Sfull amount of such liabilities, or that Royal Philips’ ability to satisfy its indemnification obligation will
not be impaired in the future.

The Separation Agreement provides for indemnification obligations designed to make Royal Philips
financially responsible for substantially all liabilities other than in relation to the lighting business, whether
incurred prior to or after the Separation. However, third parties could seek to hold the Group responsible for any
of the liabilities that Royal Philips has agreed to retain, and there can be no assurance that the indemnity from
Royal Philips will be sufficient to protect the Group against the full amount, or any, of such liabilities, or that
Royal Philips will be able to satisfy its indemnification obligations. Moreover, even if the Group ultimately
succeeds in recovering from Royal Philips any amounts for which the Group is held liable, the Group may be
temporarily required to bear these losses itself. After the Separation, Royal Philips’ insurers may deny coverage
to the Group for liabilities of Royal Philips associated with occurrences prior to the Separation or prior to the
Settlement Date. Even if the Group ultimately succeeds in recovering liabilities from such insurance providers,
the Group may be required to temporarily bear such loss of coverage. If Royal Philips is unable to satisfy its
indemnification obligations or if insurers deny coverage, the underlying liabilities may have a material adverse
effect on the Group’s business, results of operations and financial condition.

35. Following the Offering, the Selling Shareholder will continue to have a position to exert substantial
influence over the Company and its interests may differ from the interests of the Company’s other
Shareholders.

Immediately after the closing of the Offering, the Selling Shareholder will hold approximately 71.25% of
the Company’s issued and outstanding share capital (assuming full placement of the Offer Shares and full
exercise of the Over-Allotment Option). The Selling Shareholder will be in a position to exert substantial
influence over the general meeting of the Company (in the context of this risk factor being the corporate body,
but where another context so requires, the physical meeting of shareholders, both the “General Meeting”) and,
consequently, on matters decided by the General Meeting, including the appointment and dismissal of members
of the board of management of the Company (the “Board of Management”) and supervisory board of the
Company (the “Supervisory Board”), the adoption of the annual accounts, the distribution of dividends, the
amendment of the articles of association of the Company as they will read after the Settlement Date (the
“Articles of Association”) or any proposed capital increase. In addition, as long as the Selling Shareholder holds
at least one-tenth of the issued share capital of the Company, it has the statutory right to request the convocation
of a General Meeting and as long as the Selling Shareholder holds at least 3% of the issued share capital of the
Company it has the statutory right to request the inclusion of an item of the agenda of the General Meeting (see
also “Description of Share Capital—General Meeting and Voting Rights”).

In addition, pursuant to a relationship agreement to be entered between the Company and the Selling Shareholder
on or prior to the Settlement Date governing the relationship between the Company and the Selling Shareholder (the
“Relationship Agreement”), the Selling Shareholder will have the right to propose nominees for appointment as
members of the Supervisory Board. As long as the Selling Shareholder’s shareholding in the Company equals or
exceeds 30% of the Ordinary Shares, there shall be two members of the Supervisory Board nominated by the Selling
Shareholder (“Royal Philips Nominees”). Once the Selling Shareholder’s holding of the issued and outstanding
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Ordinary Shares falls below 30% but is equal to or exceeds 15%, there shall be one Royal Philips Nominee on the
Supervisory Board. Once the Selling Shareholder’s holding falls below 15%, there shall be no Royal Philips Nominee
on the Supervisory Board if so requested by the Company. Certain resolutions of the Supervisory Board shall require
the affirmative vote of a Royal Philips Nominee. See “Existing Shareholders and Related Party Transactions Policy—
Relationship Agreement” for more information.

In any of the above instances, the interests of the Selling Shareholder could deviate from the interests of the
Company’s other holders of Ordinary Shares and Preference Shares (as defined below) (together “Shares”, and
the holders thereof “Shareholders™). As the major Shareholder, the Selling Shareholder may, subject to
applicable law, delay, postpone or prevent transactions that might be advantageous for investors. Furthermore,
the concentration of ownership may adversely affect the trading volume and market price of the Ordinary Shares.

36. The Company may face increased administrative, financial and related expenses as a result of operating
as an independent company.

As a business sector of Royal Philips, the Group historically had access to a wide range of administrative,
financial, IT, logistics and other services that are provided centrally to Royal Philips’ group of companies. The
Group may incur increased administrative expenses as a stand-alone company, including expenses for services
that will continue to be provided by Royal Philips pursuant to transitional services agreements. The Group may
also face increased expenses whilst it continues to develop and recruit employees to fill key functions,
particularly those in the treasury and financial reporting functions, as part of ongoing separation efforts. In
addition, as a smaller company, the Group may also lose the benefit of some economies of scale that Royal
Philips was able to achieve with respect to administrative operations. The Group has limited experience operating
as a stand-alone entity, and it is possible that these increased costs will be materially higher than anticipated. In
the future, the Group will also no longer benefit from funding previously provided by Royal Philips or from
external financing supported by collateral provided by Royal Philips (e.g., guarantees). Without further support
activities of Royal Philips and dependent on the Group’s own credit standing, its future financing and its
providing guarantees as security for the Group’s contractual obligations towards third parties may become more
difficult and more expensive as an independent company. The withdrawal from the Royal Philips group of
companies may also lead to the loss of business opportunities and higher procurement costs as the Group’s
business partners took into consideration other business opportunities relating to Royal Philips when they entered
into business with the Group previously. Any of the foregoing developments may have a material adverse effect
on the Group’s competitive position and its business, results of operations, financial condition and prospects.

37. The history of the combined Group, the Separation of the Group from Royal Philips and the Offering
may result in adverse tax consequences.

Following the Separation, there are several significant areas where the liabilities of Royal Philips may
become the Group’s obligations. For example, under the U.S. Internal Revenue Code and the related rules and
applicable treasury regulations, each Group Company that was a member of the Philips Holding USA
Incorporated consolidated tax reporting group is severally liable towards the U.S. government for the U.S. federal
income tax liability of the entire Philips Holding USA Incorporated consolidated tax reporting group for any
taxable year during any part of which it was a member. Also, under the Dutch Collection of State Taxes Act,
each Group Company that was a member of the Royal Philips fiscal unity for Dutch corporate income tax
purposes is severally liable towards the Dutch government for the Dutch corporate income tax liability of the
entire Royal Philips fiscal unity for Dutch corporate income tax purposes for the period during which that Group
Company was a member. Furthermore, under the Dutch Collection of State Taxes Act, each Group Company that
was a member of the Royal Philips fiscal unity for Dutch value added tax purposes is severally liable towards the
Dutch government for the Dutch value added tax liability of the entire Royal Philips fiscal unity for Dutch value
added tax purposes for the period during which that Group Company was a member. The Dutch tax authorities
also have the right to set-off any taxes payable by a member of the Royal Philips fiscal unity for Dutch corporate
income tax with any taxes receivable of any Group Company that was a member of the Royal Philips fiscal unity
for Dutch corporate income tax purposes in respect of any taxable period ending on or before Settlement Date.
Consequently, the failure of Royal Philips to comply with its tax obligations may have a material adverse effect
on the Group’s results of operations and financial condition, although the Separation Agreement does provide for
an allocation of historical tax liabilities to ensure that such liabilities are for the account of either Royal Philips or
the Group. In addition, the Group is generally required to indemnify Royal Philips for any historical tax liabilities
associated with the Group’s business. Furthermore, the disentanglement of the Group’s business from Royal
Philips was effected through multiple types of separation structuring such as share transfers, asset transfers and
demergers. The Group has taken positions with regard to the tax consequences of the separation structuring and
the subsequent Offering (including in respect of the tax attributes that remain available to the Group after the
Separation or the Offering) in the different jurisdictions in which it operates and has effectuated the
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disentanglement based on those positions. The local tax authorities may not agree with the positions taken by the
combined group. As such, there can be no assurance that such positions will not be questioned by the relevant tax
authorities. Future adjustments made in this respect (including in respect of available tax attributes) may have a
material adverse effect on the Group’s business, results of operations, financial condition and prospects. Further,
under the Separation Agreement the Group is generally required to indemnify Royal Philips for any increase in
the tax liabilities of Royal Philips (including the reduction of tax losses, deductions or other tax reliefs) as a result
of (i) an adjustment or correction by a tax authority to the valuation used for the transfer of assets or shares of the
Group Companies in connection with the Separation, or (ii) a reversal, denial or claw-back of certain tax reliefs
claimed by Royal Philips in connection with the Separation. If any such indemnity obligation is triggered, the
Group may be subject to substantial liabilities which may have a material adverse effect on its financial
condition. Finally, the delayed Separation, and in particular the delayed transfer of the U.S. Group Companies in
the second quarter of 2016, may result in a loss of certain tax attributes of the U.S. Group Companies including a
reduction in the basis of certain assets for U.S. tax purposes with respect to which a deferred tax liability may be
recognized.

Legal and Compliance Risks
38. The Group is involved or may become involved in legal proceedings.

The Group, including a certain number of its current and former group companies, is involved in legal
proceedings relating to such matters as product warranty claims, property damage and personal injury that were
caused, or alleged to have been caused, by its products, alleged false or misleading information regarding product
characteristics as well as environmental pollution, competition issues and intellectual property infringements
(among other things). While the Group does not currently consider any of its existing legal proceedings to be
material, the Group cannot exclude that pending or future legal proceedings may be resolved in a way that is
detrimental to the Group and may lead to significant liabilities or damages. The ultimate outcome of asserted
claims and proceedings, or the impact of any claims that may be asserted in the future, cannot be predicted with
certainty. In addition, in presenting its combined annual financial statements, management may make estimates
regarding the outcome of legal proceedings, regulatory and arbitration matters. The Group makes provisions if
payments with respect to such matters are probable and the amount can be estimated reliably. However, as
payment may occur potentially several years after the event that caused them, such provisions may prove
insufficient. Any of the foregoing circumstances may have a material adverse effect on the Group’s business,
results of operations, financial condition and prospects.

39. A material change in applicable laws and regulations, or in their interpretation or enforcement, may
materially adversely affect the Group’s business, results of operations, financial condition and prospects.

The Group’s business, including its lighting products and services and operations, is subject to extensive
laws, regulations and industry standards in the various jurisdictions where the Group operates, markets and
distributes its products. Among others, they include environmental, health and safety, financial and tax laws and
regulations, which vary from jurisdiction to jurisdiction. Compliance with this complex array of laws, regulations
and standards imposed on the Group’s products, services and operations is difficult and may require significant
capital and operating expenditures or lead to additional manufacturing, servicing and quality control measures.
Many of the applicable laws and regulations that affect the Group’s products and operations, and the enforcement
thereof, have become increasingly complex, stringent and expensive to comply with over time. The Group
monitors and adapts to changes in the legal systems, regulatory controls and customs and practices. However, the
Group cannot ensure that applicable laws and regulations will not be further revised or that new laws and
regulations will not be adopted or become applicable to the Group. New laws and regulations, amendment of
existing laws and regulations, increased government enforcement or other developments may require the Group
to make additional unforeseen expenditures, in particular changes in relation to the phase out of certain
inefficient lamps and the recycling and collection of the Group’s products, such as pursuant to the EU Waste
Electrical and Electronic Equipment Directive and related regulations. For more information on important
regulatory requirements to which the Group is subject, see “Regulation”. There can be no assurance as to the
amount or timing of future expenditures to comply with laws or regulations, and actual future expenditures may
be different from the amounts the Group currently anticipates. Moreover, the increasing complexity and number
of regulations may require greater expenditures or significant adjustments to its products and operations. In
addition to increasing the Group’s costs and liabilities, legal or regulatory changes could also impact the Group’s
ability to develop new products and its market position, in particular if such changes are more beneficial, or seek
to protect, local companies. The Group may be exposed to civil, criminal and administrative fees, fines, penalties
or interruptions in its operations due to non-compliance with the laws and regulations imposed by local, regional,
national and international authorities. In addition, the Group’s tax strategy is affected by laws and regulations and
their interpretation by local tax authorities in the jurisdictions in which it operates. A material change in
applicable laws and regulations, or in their interpretation or enforcement, may require the Group to alter its
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business strategy, leading to additional costs or loss of revenue, which may have a material adverse effect on the
Group’s business, results of operations, financial condition and prospects.

40. The Group’s business, results of operations, financial condition and prospects may be materially
adversely affected by violations of antitrust laws.

Due to increasingly active scrutiny by regulators and its global span leading to presence in certain markets
where the risk of non-compliance with antitrust laws is perceived to be relatively high, the Group remains
exposed to non-compliance with its general business principles in this area. The Group has implemented an
elaborate compliance program to address these risks, entailing deployment of controls including raising
awareness via training and communication campaigns. However, the Group’s compliance program and internal
control policies and procedures have not always and, in the future, may not always protect the Group from
reckless or negligent acts, including illegal contacts with competitors, restriction of e-commerce and pricing
restrictions on distributors. Antitrust law violations, allegations of such violations and related investigations may
lead to fines, legal proceedings, harm the Group’s reputation and disrupt the Group’s business, potentially
resulting in a material adverse effect on the Group’s business, results of operations, financial condition and
prospects.

41. The Group’s business and operations may be adversely affected by violations of the U.S. Foreign Corrupt
Practices Act, the United Kingdom Bribery Act 2010 or similar worldwide anti-bribery laws.

The Group’s international operations require it to comply with international and national laws and
regulations regarding anti-bribery and anti-corruption, including the U.S. Foreign Corrupt Practices Act and the
United Kingdom Bribery Act 2010. These laws and regulations, for example, prohibit improper payments to
foreign officials and private individuals for the purpose of obtaining or retaining business and may include
reporting obligations to relevant regulatory and governmental bodies. The scope and enforcement of anti-
corruption laws and regulations may vary.

The Group operates in parts of the world, that have experienced governmental corruption to some degree,
including high risk markets in Asia and Africa, and in certain circumstances, strict compliance with anti-bribery
laws and reporting obligations may conflict with local customs and practices. In its international operations,
employees of the Group frequently interact with government officials with respect to lighting projects, which
account for a significant portion of the Group’s sales. In addition, the Group makes use of third parties, also in
high-risk markets, which pose an inherent risk to strict compliance with anti-bribery and anti-corruption laws.
The Group’s compliance programs, internal controls, policies and procedures have not always and, in the future,
may not always protect the Group from reckless or negligent acts, including bribery of government officials and
private individuals, petty corruption and misuse of corporate funds, committed by the Group’s employees or
agents, particularly given the decentralized nature of the Group and its use of joint venture arrangements.
Violations of these laws, or allegations of such violations, may lead to fines or harm the Group’s reputation and
may disrupt the Group’s business and result in inaccurate books and records, each of which may have a material
adverse effect on the Group’s business, results of operations, financial condition and prospects.

42. The Group is subject to stringent data privacy laws and may therefore be exposed to increased
compliance costs and to confidentiality and security breaches.

The Group is subject to complex and evolving European and other jurisdictions’ laws and regulations
regarding the collection, retention, sharing and protection of data which the Group receives from, and which
concern, customers, as well as its employees and third parties it deals with. Many of these laws and regulations
are subject to change and new, additional requirements may require the Group to modify its business practices
and develop new systems and processes, which may increase costs of operations. The Group makes use of
innovative products and services that give rise to increased risk of non-compliance under the legal data protection
frameworks. Members of the Group that are subject to European data protection laws and process or have third
party service providers process personal data in jurisdictions that do not offer a similar level of data protection
are subject to an increased risk of non-compliance with EU data protection legislation. Security breaches may
lead to unlawful use of personal data for which the Group is responsible, as well as notification obligations
towards data protection authorities or individuals, damage to the Group’s reputation and claims from individuals.
Any failure to comply with privacy laws and regulations or data protection policies may lead to fines and may
undermine the Group’s reputation and may have a material adverse effect on the Group’s business, results of
operations, financial condition and prospects.

43. The Group’s business and operations may be adversely affected by violations of export control laws and
international sanctions.

Sanctions regimes imposed by governments, including those imposed by the EU, the United States and its
Office of Foreign Assets Control, or other countries or international bodies prohibit the Group from engaging in
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trade or financial transactions with certain countries, businesses, organizations and individuals. The Group’s
operations in certain countries, the products it handles, and the services it renders could bring it within the scope
of such sanctions regimes. Moreover, the legislation, rules and regulations which establish sanctions regimes are
often broad in scope, and in recent years, governments have increased and strengthened such regimes.

A violation of European, United States or international sanctions or export control laws may result in fines
or other penalties that may have a negative impact on the Group’s reputation and the ability to conduct business
in certain jurisdictions or access the U.S. or international capital markets. Any sanctions regime may, even
without it being violated by the Group, accordingly have a material adverse effect on the Group’s business,
results of operations, financial condition and prospects.

44. The Group is exposed to financial reporting and internal controls risks.

The Group’s management has established specific accounting and reporting procedures in relation to,
amongst other things, its revenue recognition process, taxation and other complex accounting issues. A risk
rating is assigned for each risk identified based on the likelihood of occurrence and the potential impact of the
risk on the financial statements and related disclosures. In determining the probability that a risk will result in a
misstatement of a more than inconsequential amount or material nature, the following factors are considered to
be critical: complexity of the associated accounting activity or transaction process, history of accounting and
reporting errors, likelihood of significant (contingent) liabilities arising from activities, exposure to losses,
existence of a related party transaction, volume of activity and homogeneity of the individual transactions
processed and changes to the prior period in accounting characteristics compared to the previous period. Any
failure to prevent and detect errors and fraud, including by customers, within the implementation of the Group’s
accounting and reporting procedures may affect its reputation, business, results of operations, as well as its
ability to meet its commercial objectives, and may expose the Group to penalties and fines for violations of
accounting or financial reporting obligations. In addition, because the reliability of financial reporting is
important in ensuring that management decisions for steering the businesses and managing both top-line and
bottom-line growth are based on top-quality data, inaccurate financial reporting could result in the
implementation of policies and strategies based on erroneous information. The correctness of disclosures also
provides investors and other market professionals with significant information for a better understanding of the
Group’s business. Imperfections or lack of clarity in the disclosures may create market uncertainty regarding the
reliability of the data presented and may have a negative impact on the Group’s share price. Any errors in
financial reporting or failures in internal controls may require subsequent corrections to the financial information
of the Group or result in significant corrective costs. Any of the foregoing risks may have a material adverse
effect on the business, results of operations, financial condition and prospects of the Group.

45. The Group conducts its business in multiple jurisdictions and is exposed to the tax laws of such
Jurisdictions, including risks in connection with challenges to its tax position.

The Group operates on a global basis and is therefore subject to the tax laws and regulations of different
jurisdictions. Given that tax laws and regulations are subject to frequent change and their meaning is not always
clear-cut or definitive, the tax positions taken by the Group are sometimes based on the Group’s interpretations
of such laws and regulations. The Group cannot guarantee that such interpretations will not be questioned by the
relevant authorities. Further, the authorities may not agree with the tax advice that the Group receives from its
outside tax advisors. Also, in some of the jurisdictions in which the Company operates, in particular emerging
markets (such as India and Brazil), the legal systems are in varying stages of development. This creates an
uncertain business and investment environment and related additional risks. More generally, any failure to
comply with the tax laws or regulations applicable to the Group may result in reassessments, late payment
interest, fines and penalties. In addition, as a global business, the Group’s effective average tax rate from period
to period will be affected by many factors, including changes in tax legislation, global mix of earnings, the tax
characteristics of the Group’s income, the timing and recognition of goodwill impairments, acquisitions and
dispositions, adjustments to the Group’s reserves related to uncertain tax positions and changes in valuation
allowances. Also, a material change in applicable laws and regulations, or in their interpretation or enforcement,
may force the Group to alter its business strategy, leading to additional costs or loss of revenue. If, as a result of a
particular tax risk materializing, the tax costs associated with particular transactions are greater than anticipated,
it may affect the profitability of those transactions. As future developments are uncertain and partly beyond
management’s control, assumptions are necessary to estimate future taxable profits as well as the period in which
deferred tax assets will recover. Any significant increase in the Group’s tax burden due to the factors described
above is likely to have a material adverse effect on its cash flows, results of operations, financial condition and
prospects.

The Group currently expects that its effective income tax rate (without giving effect to the impact of the
Separation; see “Separation—Tax”” and Note 5 to the Condensed Combined Interim Financial Statements for
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more information on the anticipated tax impact of the Separation) will be in the low thirties for the year ending
31 December 2016 and expects it will move below thirty per cent in the medium term. See Note E.8 of the
Combined Financial Statements for more information. However, no assurances can be made in this regard. A
higher than anticipated effective income tax rate could have an adverse impact on the Group’s cash flows, results
of operations, financial condition and prospects.

The Group is also expected to face certain tax risks in relation to the Separation, as further explained in “The
history of the combined Group, the Separation of the Group from Royal Philips and the Offering may result in
adverse tax consequences” above.

46. The Group is subject to environmental liability risks and regulations and incurs costs to comply with such
regulations.

Costs and obligations in connection with environmental matters are inherent to the Group’s past, present and
future operations. The Group’s operations are subject to laws and regulations in Europe, the United States and
other countries in which it operates, which govern the use and discharge of materials into the environment or
otherwise relating to the environment. The Group is also active in certain jurisdictions in which limited
environmental legislation has been implemented or in which laws and regulations can be implemented with
retroactive effect. Implementation of or changes to such legislation may lead to unexpected liabilities of the
Group. Furthermore, certain environmental liabilities not directly relating to the Group have been allocated to the
Group as part of the Separation (see “Separation—Allocation of Assets and Liabilities”).

Some of the Group’s manufacturing facilities and sites have been used for industrial purposes for decades
and as such, there is a latent risk that these premises may have environmental conditions that require corrective
actions as a result of such use. Furthermore, violations or sites with certain environmental conditions that the
Group does not know about—including conditions caused by prior owners and operators of such sites, conditions
caused by the Group to divested sites, or newly discovered information—may result in additional compliance or
corrective actions or other liabilities, which may be material. Even if the Group is not responsible for the specific
condition, the Group may be held responsible for the examination and potential corrective actions of plants
formerly or presently owned or leased by the Group by law or under contractual obligations, for example in cases
of certain soil or groundwater conditions. Although the Group typically agrees to receive (partial) reimbursement
of environmental costs from former owners or operators of manufacturing sites, the Group may in practice not be
able to fully recover these costs due to various reasons (e.g., insolvency of responsible entity).

In addition, some of the buildings owned or leased by the Group may contain hazardous materials like
asbestos that would eventually have to be removed. Environmental liabilities may arise, including clean-up
obligations at these sites or at off-site locations where materials from the Group’s operations were disposed of,
which may result in future expenditures that currently cannot be quantified. Accordingly, the Group’s provisions
recognized in accordance with the International Financial Reporting Standards (“IFRS”) as endorsed by the
European Union and as issued by the International Accounting Standards Board (“IASB”) may not be sufficient,
but are a reflection of the current best knowledge and may be subject to future adjustments based on progressive
insight. Moreover, future developments in environmental regulations may require the Group to increase
expenditures for environmental compliance beyond the levels currently anticipated, or have other unanticipated
effects. For example, changes to the EU Waste Electrical and Electronic Equipment Directive and related
regulations may expose the Group to increased costs with respect to the recycling and collection of the Group’s
products, such as increased waste management fees, which increased costs the Group may not be able to (fully)
pass on to its customers. Furthermore, the previous and future existence of hazardous materials such as the
presence of asbestos in the Group’s manufacturing facilities or the previous or ongoing use of hazardous
substances such as lead, mercury or hazardous dust in the production or the release of hazardous ionizing or non-
ionizing radiation in the production process may, due to the potential exposure of people, especially employees
or other people working on the Group’s sites, despite all precautions, result or have resulted in health
impairments or illnesses, for the consequences of which, including examinations, treatment and compensation,
the Group may be held liable even if the Group is not at fault.

If one or more of these risks materializes, this may have a material adverse effect on the Group’s
competitive situation, its reputation and its business, results of operations, financial condition and prospects.

Financial Risks
47. The Group is exposed to the movement of foreign currency exchange rates, particularly versus the euro.

The Group is engaged in an international business that operates in, and makes sales into, countries with
different currencies. In particular, the Group has significant sourcing and manufacturing spend in currencies such
as the U.S. dollar and Chinese renminbi, while much of the Group’s sales are in euro. As a result, the Group is
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exposed to foreign currency exchange rate risks in the ordinary course of its operations when transactions are
executed or assets and liabilities are denominated in a currency other than the Group’s reporting currency, the
euro. The Group is primarily affected by movements in foreign currency exchange rates in two ways: (i) through
translation of foreign currency financial statements into euro during consolidation, referred to as translation risk,
and (ii) through transactions by subsidiaries in the Group in currencies other than their own functional currencies,
referred to as the transaction risk.

Translation Risk. Translation risk arises during the preparation of the Group’s consolidated financial
statements. In particular, the Group presents its consolidated financial statements in euro, while the functional
currency of each of the Group’s subsidiaries depends on the primary economic environment of that subsidiary.
As aresult of its global operations, the Group has a number of subsidiaries located outside the euro zone and with
a functional currency other than the euro. In preparing the consolidated financial statements, the assets and
liabilities of foreign non-euro operations, including goodwill and fair value adjustments arising on acquisition,
are translated to euro at exchange rates at the reporting date. The income and expenses of foreign operations are
translated to euro at exchange rates at the dates of the transactions. Accordingly, movements in foreign currency
exchange rates against the euro may result in an adverse change in the reported income or balance sheet items
from non-euro operations. Examples of translation risk to which the Group may be exposed include:

e translation exposure of net income in foreign operations. The Group’s income from operations is sensitive in
particular to movements in the U.S. dollar (including currencies pegged to the U.S. dollar) and a wide range
of other currencies from developed and emerging markets. Therefore a strong U.S. dollar and Chinese
renminbi would generally have a negative impact on the Group’s income from operations. Income from
operations is also sensitive to movements in currencies from countries where the Group has little or no
manufacturing/sourcing activity, such as the United Kingdom, Canada and a range of emerging markets
such as India, Indonesia, Mexico, Thailand and Brazil,;

e translation exposure of foreign-currency intercompany and external debt and deposits. The Group generally
carries foreign-currency intercompany and external debt and deposits on the balance sheet of the Group’s
foreign operations. Movements in foreign currency rates may have an adverse impact on the value of such
balance items when translated into euro;

e translation exposure of foreign-currency denominated equity invested in consolidated subsidiaries; and

e translation exposure to equity interests in non-functional-currency investments in associates and available-
for-sale financial assets.

In the three month period ended 31 March 2016, the Group estimates that foreign currency exchange rate
fluctuations (reflecting the impact of both translation and transaction exposure) had a negative impact on
adjusted EBITA of approximately 300 basis points as compared to the three month period ended 31 March 2015,
primarily as a result of devaluations of a number of currencies against the Euro, most notably in Latin America
(including the Brazilian real and the Argentine peso). This impact included an estimated negative impact of
approximately 170 basis points from underlying foreign exchange rate fluctuations (excluding measures taken in
response to the foreign currency exchange rate movements) for the three month period ended 31 March 2016, as
well as an estimated positive impact of approximately 130 basis points for non-recurring positive working capital
revaluation in the three month period ended 31 March 2015. The Group does not expect the latter impact to recur
for the remainder of 2016, as the majority of balance sheet positions are hedged as a result of changes to the
Group’s hedging policies implemented in the course of 2015.

Transaction Risk. Transaction risks arise when the Group’s subsidiaries conduct transactions in currencies
other than their own functional currency. The Group is therefore exposed to foreign currency risks in connection
with scheduled payments and receipts in multiple currencies. Examples of transaction risk to which the Group
may be exposed include transaction exposures related to sales and purchases in currencies other than the
functional currency and the on-balance-sheet receivables/payables resulting from such transactions.

It is the Group’s policy to reduce the year-on-year volatility caused by foreign-currency movements on its
net earnings by hedging the anticipated net exposure of foreign currencies resulting from foreign-currency sales
and purchases, using forwards and currency options. The Group’s policy requires significant committed foreign
currency exposures to be fully hedged, generally using forwards. However, not every foreign currency can or will
be hedged as there may be regulatory barriers or prohibitive hedging cost preventing the Group from effectively
or efficiently hedging its currency exposures. As a result, hedging activities cannot and will not eliminate all
currency risks for transaction exposures. The Group estimates that approximately 10% of its current foreign
currency exposure will not be hedged. In addition, the Group’s hedging strategies may be based on estimates for
future transactions denominated in a foreign currency or other assumptions, and such estimates and assumptions
may prove to be incorrect or inaccurate in the future.
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In addition, the movement of foreign currency exchange rates may also affect the Group’s competitive
position. Unlike certain of the Group’s competitors which generate sales and incur costs within a specific
geographic region, the Group’s sourcing and manufacturing spend in certain currencies, in particular the U.S.
dollar and Chinese renminbi, exceeds sales from these currencies. Accordingly, to the extent this currency
exposure is not or not effectively hedged, an appreciation of those currencies may result in a relative increase in
the Group’s reported costs of goods sold as compared to competitors which incur costs and generate sales in the
same currency. As a result, the Group may be forced to offer its products only at a comparatively higher price or
to accept lower gross margins if foreign currency exchange rates develop unfavorably.

Any of the foregoing foreign currency exchange rate related risks may have a material adverse effect on the
Group’s business, results of operations and financial condition.

48. The Group is exposed to the risk of restricted access to debt funding.

Negative economic and political developments and adverse business performance or outlook could affect
the ability of the Group to raise or refinance debt in the bank markets or in the capital markets or could have a
material adverse effect on the terms and conditions (including covenants) under which debt can be raised or
renewed. This could result in increases in the cost of such borrowing and could have a material adverse effect on
the Group’s liquidity and ability to run its business.

The Company will enter into a credit agreement (the “Credit Agreement)” establishing two term loan
facilities in the amounts of €740 million and $500 million (the “Term Loan Facility”), and a multi-currency
revolving credit facility in a maximum amount of €500 million (the “Revolving Credit Facility”). The Credit
Agreement requires the Group to maintain a net leverage ratio (ratio of net debt to EBITDA) of not more than 3.0
to 1.0, compliance with which could limit the Group’s ability to incur indebtedness and finance future capital
needs and pursue acquisitions and other business activities that may be in the Group’s interest (see “Operating
and Financial Review—Financing Structure Following the Offering”). A default under the Credit Agreement or
other existing or future debt incurred could result in a cross-default or cross-acceleration, causing borrowers
under other debt instruments that contain such provisions to become due and payable. The Group’s assets and
cash flow may not be sufficient to fully repay such borrowings in all circumstances.

If the Company has obtained a credit rating and the markets expect a downgrade by the rating agencies or if
such a downgrade has actually taken place, it may adversely affect the availability, terms and conditions and cost
of borrowing, which may have a material adverse effect on the Group’s business, results of operations and
financial condition.

49. The Group is exposed to interest rate risks.

The Company expects to maintain a capital structure with debt leverage levels that allow it to pursue its
growth objectives while maintaining its dividend policy. The Term Loan Facility and the Revolving Credit
Facility bear interest at a variable rate of interest linked to the relevant applicable EURIBOR or LIBOR (see
“Operating and Financial Review—Financing Structure Following the Offering”). The Group expects to fully
draw the Term Loan Facility by the Settlement Date but does not expect to utilize the Revolving Credit Facility
immediately. Adverse fluctuations and increases in interest rates, to the extent that they are not effectively
hedged, could have a material adverse effect on the Group’s business, results of operations and financial
condition.

50. The Group may be adversely affected by regulatory restrictions on cross border payment flows or
currency conversions.

The Group operates in approximately 180 countries and supplies these markets from manufacturing
operations mainly in the United States, Mexico, China and Europe. The supply chain from these manufacturing
operations to the markets where the Group’s products and services are sold requires the ability to make regular
cash payments from these markets to the manufacturing operations. The Group operates a global network of bank
accounts to centralize/pool cash and the Group provides intercompany funding to some foreign subsidiaries. The
Group is experiencing regulatory cash payment/currency conversion restrictions in countries such as Egypt,
Argentina and, to a lesser extent, in other emerging market countries. Such regulatory restrictions on foreign
currency conversions or cross border payments may adversely affect the Group’s ability to conduct its regular
business and block the Group’s unrestricted access to and use of its cash resources, which may have a material
adverse effect on the business, results of operations, financial condition and prospects of the Group.

51. The Group is exposed to counterparty/credit risk from customers and financial institutions.

As part of its normal business operations, the Group extends credit to its customers and is exposed to the
risk that trade receivables are not paid in full by customers. The Group is also exposed to counterparty risk
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related to derivative contracts with banks, cash deposits at banks and receivable claims from insurance
companies. In case of defaults, the Group may not be legally able to offset payment obligations against
receivables. The provision for doubtful accounts involves significant judgement and review of individual
receivables based on individual customer creditworthiness, current economic trends and analysis of historical bad
debts on a portfolio basis. As of 31 March 2016, the Group has made a provision in its financial statements in an
amount of approximately €124 million. Defaults by customers or financial counterparties may have a material
adverse effect on the business, results of operations, financial condition and prospects of the Group.

52. The Group is exposed to a number of different fiscal uncertainties which may have a significant impact
on local tax results.

The Group operates on a global basis and is therefore exposed to a number of different tax uncertainties
which could result in double taxation, penalties and interest payments. These include uncertainties in respect of
the transfer pricing of internal cross-border deliveries of goods and services and tax uncertainties related to the
cost allocation with regard to head office expenses. If tax authorities impose significant additional tax liabilities
as a result of transfer pricing adjustments, this may have a material adverse effect on the Group’s financial
condition and results of operations and may lead to double taxation. It is also possible that tax authorities in the
countries in which the Group operates will introduce additional revenue raising measures. Those uncertainties
may have a significant impact on local tax results, which in turn may adversely affect the Group’s business,
results of operations and financial condition.

Also, the Organization for Economic Co-operation and Development (the “OECD”) is engaged in a project
to equip governments with domestic and international instruments to address the double non-taxation and to
ensure that profits are taxed where economic activities generating the profits are performed and where value is
created, namely the anti-Base Erosion and Profit Shifting Project (BEPS). In this context, the OECD has
developed 15 actions, the effects of which may force the Group to alter its business strategy, which may have a
material adverse effect on the Group’s business. The following actions are in particular relevant to the Group.

The actions contain transfer pricing guidance to ensure that transfer pricing outcomes are in line with value
creation in relation to intangibles (including hard-to-value ones) to risks and capital, and to other high-risk
transactions (actions 8, 9 and 10) as well as new rules as to the required transfer pricing documentation and
reporting (action 13). The actions also contain new guidance on the limitation of the deductibility of interest
(action 4) and recognition of taxable presence in the form of a permanent establishment (action 7). On 5 October
2015, the OECD published final reports regarding these actions. The G20/OECD will undertake further work in
2016 on transfer pricing in the context of these actions.

Given that the Group envisages funding several of the Group Companies through (intragroup) loan
financing, new rules in the spirit of action 4 (such as the rules proposed by the European Commission in the draft
anti avoidance directive) could further limit the tax deduction of interest expenses. Also new U.S. proposed
regulations—if finalized in their current form (or possibly in broader form)—could re-characterize certain
intragroup debt as equity for U.S. federal income tax purposes. If these regulations were to apply to the Group,
they may significantly limit the tax deduction of interest expenses or result in dividend income to Group
Companies.

In addition, the Group’s direct export business models, through which a material amount of the Group’s
sales are realized, are by their nature prone to the challenge by tax authorities in the countries where the sales are
made. In such case the tax authorities may take the position that the Group’s sales activities give rise to a taxable
presence (permanent establishment) in such country. Such challenges may increase if the threshold for the
existence of a taxable presence (permanent establishment) in a country is lowered.

The Group’s current transfer pricing policy is coherent with the transfer pricing rules and principles laid
down in the final reports for actions 8, 9 and 10. However, given the size of the intangibles created and owned by
the Group in combination with material transactions that include intangibles, the implementation of the actions 8,
9 and 10 may entail significant risks for the Group. The exact impact on the Group’s resources is not clear at the
date of this Prospectus.

Action 13 will increase the overall compliance burden for the Group and may lead to more questions on the
transfer pricing methods applied by the Group. Any disparities between the interpretation of transfer pricing
principles by the various tax authorities involved could have a material impact on the Group’s transfer pricing and
tax position. Furthermore, there has in recent years been an increased interest by governments, political parties, the
media and the public in the tax affairs of companies. This increased interest may also apply to the Group’s tax
policy or the tax affairs of the Group’s clients. Changes as to what is perceived by governments or by the public to
be appropriate, ethical or sustainable behavior in relation to tax may lead to a situation where the Group’s tax policy
is in line with all applicable tax laws, rules and regulations, but nevertheless comes under public scrutiny. These two
developments may lead to reputational damage and damage to the brand used by the Group.

77



53. The Group may be subject to risk of impairment of goodwill of acquired businesses.

The Group has acquired several companies and businesses in the past in particular to strengthen its
professional luminaires and systems businesses as well as its consumer luminaires business. Acquisitions often lead
to goodwill being recognized in the Group’s balance sheet. Goodwill represents the consideration paid for the
acquired businesses in excess of the fair value of identifiable assets and liabilities as of the acquisition date.
Goodwill and other acquired intangible assets expected to contribute indefinitely to the Group’s cash flows are not
amortized, but are evaluated for impairment by the Group’s management at least annually, as well as whenever
there are events or changes in circumstances which suggest that the carrying amount may not be recoverable.
Goodwill recorded on the Group’s balance sheet amounted to €1,844 million as of 31 December 2015 and €1,781
million as of 31 March 2016. BG Professional and BG Home reported limited headroom in the 2015 annual
impairment test and therefore adverse changes could cause an impairment loss to be recognized. See Note E.12 to
Combined Financial Statements for further information. If the value of goodwill or other acquired intangible assets
is impaired, this may have a material adverse effect on the Group’s results of operations and equity.

54. The Group has pension plans and retiree medical benefit plans in a number of countries. The funded
status and the cost of maintaining these plans are influenced by movements in financial market and
demographic developments and may adversely affect the Group’s financial condition.

Following the Separation, certain defined-benefit plans, defined-contribution plans and retiree medical
benefit plans were allocated to the Group. For more information see “Separation—Allocation of Assets and
Liabilities—Pensions” and “Actual pension liabilities and costs following the Separation may differ significantly
from those set out in the Combined Financial Statements” above. The retiree medical benefit plans are not funded
and some of the defined-benefit plans are not funded or not fully funded.

For unfunded plans (i.e., retiree medical benefit plans and some defined-benefit plans) the Group pays
benefits to former employees from its operating cash flow. Changes in key assumptions (e.g., longevity, cost of
medical care) may result in higher or extended cash payments and an adverse impact on the Group’s pension
liabilities, its results of operations and financial condition.

For defined-benefit plans that are (partially) funded, the Group may be required to provide additional cash
funding from time to time. The accounting for retiree medical benefit plans and defined-benefit pension plans
requires management to make estimates on discount rates, inflation, longevity and expected rates of
compensation. Movements (e.g., due to the movements of financial markets) in these assumptions can have a
significant impact on the defined benefit obligations, pension cost and cash contributions. A negative
performance of the financial markets may have a material impact on the value of defined-benefit plan assets and
create or increase the need to provide immediate or delayed cash funding.

The Group may partially or wholly settle defined-benefit obligations from time to time at a cost that exceeds
the accounting valuation of the defined-benefit obligations. Such settlement will require the Group to provide
additional cash funding and triggers one-off settlement charges in the earnings of the Group.

Management has assessed the accounting treatment (defined-benefit or defined-contribution) for each post-
retirement benefit plan on the basis of applicable accounting rules, existing legal and regulatory requirements,
funding agreements and any other available facts or circumstances. Future changes in legislation or regulations,
accounting rules or other facts or circumstances may require the Group to reassess this accounting classification
and subsequently recognize or de-recognize defined-benefit obligations in its balance sheet. For example, the
Philips Pensionskasse in Germany of which the Group is a co-sponsor is currently accounted for as a defined
contribution plan. Such re-classification of accounting treatment may have significant one-off and continuing
adverse impact on the Group’s results from operations and financial condition, potentially with retrospective
application on financial reporting from prior years.

Risks Relating to the Ordinary Shares

55. The payment of future dividends will depend on the Group’s results of operations and financial
condition, as well as on the Group’s operating subsidiaries’ distributions to the Company.

The Company is a holding company with no material, direct business operations. The principal assets of the
Company are the equity interests it holds in its operating subsidiaries. As a result, the Company is dependent on
the results of operations from these subsidiaries to pay dividends. The Company may only make distributions to
its shareholders insofar as the Company’s equity exceeds the sum of the paid-in and called-up share capital
increased by the reserves as required to be maintained by Dutch law or by the Articles of Association. The Board
of Management may furthermore determine, subject to the approval of the Supervisory Board, that any amount
out of the profit remaining after any distribution on preference shares in the share capital of the Company with a
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nominal value of €0.01 each (‘“Preference Shares”), if any, will be added to the reserves. The remaining profit
amount will be at the disposal of the General Meeting, which may resolve to carry it to the reserves or to
distribute it among the holders of Ordinary Shares. The Board of Management may resolve, subject to the
approval of the Supervisory Board, to make interim distributions to shareholders. The General Meeting may also
resolve to make an interim distribution on the proposal of the Board of Management, subject to the approval of
the Supervisory Board. The Company’s ability to pay dividends if determined based on its unconsolidated
financial statements in accordance with IFRS. There can be no assurance that any dividends will be paid or that,
if paid, they will correspond to the Company’s dividend policy. In addition, the Company has not established a
share buyback program and there can be no assurance that such program will be established in the future.

56. Future issuances of Ordinary Shares or debt or equity securities convertible into Ordinary Shares by the
Company, or future sales of a substantial number of Ordinary Shares by Royal Philips or the perception
thereof, may adversely affect the market price of the Ordinary Shares, and any future issuance of
Ordinary Shares may dilute investors’ shareholdings. Although the Company and Royal Philips are
expected to agree in the Underwriting Agreement to certain restrictions on issuing, selling or transferring
Ordinary Shares for a period of 180 days after the Settlement Date, the Joint Global Coordinators may, in
their sole discretion and at any time, waive such restrictions.

Prior to or on the Settlement Date, the General Meeting will designate the Board of Management for a
period that ends 18 months following the Settlement Date, as the corporate body authorized to, subject to
approval of the Supervisory Board, issue Ordinary Shares or grant rights to subscribe for Ordinary Shares and to
restrict or exclude pre-emptive rights in respect thereof. Pursuant to this designation, the Board of Management
may, subject to approval of the Supervisory Board, resolve to issue Ordinary Shares or grant rights to subscribe
for Ordinary Shares (i) up to a maximum of 10% of the total number of Ordinary Shares issued and outstanding
on the Settlement Date plus (ii) an additional 10% of the total number of Ordinary Shares issued and outstanding
on the Settlement Date in connection with or on the occasion of mergers, acquisitions and strategic alliances.
Such authorization may from time to time be extended by a resolution of the General Meeting. See also
“Description of Share Capital-Issuance of Shares”. Pursuant to this designation, the Board of Management may
resolve to issue Ordinary Shares or grant rights to subscribe for Ordinary Shares up to a maximum of 10% of the
number of Ordinary Shares issued as of the Settlement Date and to limit or exclude pre-emptive rights in relation
thereto.

The Group may in the future seek to raise capital through public or private debt or equity financings by
issuing additional Ordinary Shares, debt or equity securities convertible into Ordinary Shares or rights to acquire
these securities and exclude the pre-emptive rights pertaining to the then outstanding Ordinary Shares. In
addition, the Group may in the future seek to issue additional Ordinary Shares as consideration for or otherwise
in connection with the acquisition of new businesses. Furthermore, the Group may issue new Ordinary Shares in
the context of any new employment arrangement for involving employees in the capital of the Company. The
issuance of any additional Ordinary Shares may dilute an investor’s shareholding interest in the Company.
Furthermore, any additional debt or equity financing the Group may need may not be available on terms
favorable to the Group or at all, which may adversely affect the Group’s future plans and the market price of the
Ordinary Shares. Any additional offering or issuance of Ordinary Shares by the Company or the perception that
an offering or issuance may occur may also have a negative impact on the market price of the Ordinary Shares
and may increase the volatility in the trading price of the Ordinary Shares.

The market price of the Ordinary Shares may decline if substantial numbers of Ordinary Shares are sold by
the Selling Shareholder in the public market or if there is a perception that such sales could occur. Furthermore, a
sale of Shares by any or all of the members of the Board of Management could be considered as a lack of
confidence in the performance and prospects of the Group and may cause the market price of the Shares to
decline. Although the Selling Shareholder and the Company are expected to agree with the Underwriters,
pursuant to the underwriting agreement expected to be dated on or about 26 May 2016 among the Company, the
Selling Shareholder and the Underwriters (the “Underwriting Agreement”), to restrictions on their ability to
issue, sell or transfer Ordinary Shares for a period of 180 days after the Settlement Date, the Joint Global
Coordinators may, in their sole discretion and at any time, waive such restrictions on issuances, sales or transfers.
See “Plan of Distribution—Lock-up Arrangements”.

57. Holders of Ordinary Shares outside the Netherlands may suffer dilution if they are unable to exercise
pre-emptive rights in future offerings.

In the event of an increase in the Company’s Share capital, holders of Ordinary Shares are generally entitled
to full pre-emptive rights unless these rights are limited or excluded either by virtue of Dutch Law, a resolution
of the General Meeting on the proposal of the Board of Management which has been approved by the
Supervisory Board, or by a resolution of the Board of Management subject to the approval of the Supervisory
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Board (if the Board of Management has been designated by the General Meeting or the Articles of Association
for this purpose). However, certain holders of Ordinary Shares outside the Netherlands may not be able to
exercise pre-emptive rights, and therefore suffer dilution, unless local securities laws have been complied with.

In particular, U.S. holders of Ordinary Shares may not be able to exercise their pre-emptive rights or
participate in a rights offering, as the case may be, unless a registration statement under the U.S. Securities Act,
is effective with respect to such rights or an exemption from the registration requirements is available. The Group
intends to evaluate at the time of any issue of Ordinary Shares subject to pre-emptive rights or in a rights
offering, as the case may be, the costs and potential liabilities associated with any such registration statement, as
well as the indirect benefits to it of enabling the exercise of U.S. holders of their pre-emptive rights to Ordinary
Shares or their participation in a rights offering, as the case may be, and any other factors considered appropriate
at the time and then to make a decision as to whether to file such a registration statement. The Group cannot
assure investors that any registration statement would be filed as to enable the exercise of such holders’ pre-
emptive rights or participation in a rights offering.

58. Provisions in the Articles of Association and in contracts concluded by the Group may delay, deter or
prevent takeover attempts that may be favorable to the holders of Ordinary Shares.

The Articles of Association contain protection provisions that may have the effect of preventing,
discouraging or delaying a change of control. Provisions of the Articles of Association could make it difficult for
the Company’s Shareholders to change, or prevent its Shareholders from changing, the composition of the Board
of Management and Supervisory Board. The Articles of Association provide that members of the Board of
Management and members of the Supervisory Board can be appointed only by the General Meeting upon a
nomination by the Supervisory Board. The Supervisory Board may resolve that the nomination will have a
binding nature.

In relation to a removal of a member of the Board Management or the Supervisory Board, other than
pursuant to a resolution proposed by the Supervisory Board, such a resolution of the General Meeting would
require an absolute majority of the votes cast representing more than one-third of the issued Share capital. The
Articles of Association impose various procedural and other requirements, which could make it difficult for
Shareholders to effect certain corporate actions. These provisions may substantially impede the ability of the
Shareholders to benefit from a change in control and, as a result, may materially adversely affect the market price
of the Ordinary Shares.

Prior to or on the Settlement Date, the General Meeting will designate the Board of Management for a
period that ends 18 months following the Settlement Date, as the corporate body authorized to, subject to
approval of the Supervisory Board, issue Ordinary Shares or grant rights to subscribe for Ordinary Shares and to
restrict or exclude pre-emptive rights in respect thereof. Pursuant to this designation, the Board of Management
may, subject to approval of the Supervisory Board, resolve to issue Ordinary Shares or grant rights to subscribe
for Ordinary Shares (i) up to a maximum of 10% of the total number of Ordinary Shares issued and outstanding
on the Settlement Date plus (ii) an additional 10% of the total number of Ordinary Shares issued and outstanding
on the Settlement Date in connection with or on the occasion of mergers and acquisitions and strategic alliances.
Such authorization may from time to time be extended by a resolution of the General Meeting. See also
“Description of Share Capital—Issuance of Shares”. An issue of Ordinary Shares may make it more difficult for
a Shareholder to obtain control over the General Meeting.

Prior to or on the Settlement Date, Stichting Continuiteit Philips Lighting (the ‘“Foundation”) will be
granted a call option by the Company to acquire Preference Shares with a nominal value of €0.01 each. The
Foundation may not exercise the call option without the prior consent of the Selling Shareholder for so long as
the Selling Shareholder’s (direct or indirect) holding of Ordinary Shares represents 30% or more of the issued
and outstanding Ordinary Shares. On each exercise of the call option, the Foundation is entitled to acquire from
the Company Preference Shares up to a maximum corresponding with 100% of the issued and outstanding share
capital of the Company excluding the Preference Shares in the share capital of the Company as outstanding
immediately prior to the exercise of the call option, less one Ordinary Share, from which maximum any
Preference Shares already placed with the Foundation at the time of the exercise of the call option must be
deducted. The Foundation may exercise its option right repeatedly, each time up to the aforementioned
maximum. See “Description of Share Capital—Response Measures”. The issuance of Preference Shares in this
manner would cause substantial dilution to the voting power of any Shareholder, including a Shareholder
attempting to obtain control over the General Meeting, and may therefore have the effect of preventing,
discouraging or delaying a change of control that might otherwise be in the interest of Shareholders, or have
otherwise resulted in an opportunity for Shareholders to sell the Ordinary Shares at a premium to the then
prevailing market price. This anti-takeover measure may have an adverse effect on the market price of the
Ordinary Shares.
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Risks Relating to the Offering and Offer Shares

59. The Ordinary Shares have not been publicly traded prior to the Offering, and there is no guarantee that
an active and liquid market for the Ordinary Shares will develop.

Prior to the Offering, there has been no public trading market for the Ordinary Shares. There can be no
assurance that an active trading market for the Ordinary Shares will develop after the Offering or, if it does
develop, that it will be sustained or liquid. If such market fails to develop or be sustained, this may negatively
affect the liquidity and price of the Ordinary Shares, as well as increase their price volatility, which may
adversely affect the value of an investment in the Ordinary Shares.

60. The Company’s Ordinary Share price may fluctuate significantly, and investors may lose all or part of
their investment.

The Offer Price may not be indicative for the market price of the Ordinary Shares after the Offering has
been completed. The market price of the Ordinary Shares may also fluctuate substantially due to various factors,
some of which could be specific to the Group and its operations and some of which could be related to the
industry in which the Group operates or equity markets generally. As a result of these and other factors, the
Ordinary Shares may trade at prices significantly below the Offer Price. The Company cannot guarantee that the
market price of the Ordinary Shares will not decline, and the Ordinary Shares may trade at prices significantly
below the Offer Price, regardless of the Group’s actual operating performance.

61. If closing of the Offering does not take place, purchases of the Ordinary Shares will be disregarded and
transactions effected in the Ordinary Shares will be annulled.

Application has been made to list the Ordinary Shares on Euronext Amsterdam under the symbol “LIGHT”.
The Company expects that the Ordinary Shares will be admitted to listing and that trading in the Ordinary Shares
will commence prior to the Settlement Date on the First Trading Date on an “as-if-and-when-delivered” basis.
The closing of the Offering may not take place on the Settlement Date or at all if certain conditions of events
referred to in Underwriting Agreement are not satisfied or waived or occur on or prior to such date (see “Plan of
Distribution”). Trading in the Ordinary Shares before the closing of the Offering will take place subject to the
condition that, if closing of the Offering does not take place, the Offering will be withdrawn, all applications for
the Ordinary Shares will be disregarded, any allotments made will be deemed not to have been made, any
application payments made will be returned without interest or other compensation and transactions on Euronext
Amsterdam will be annulled. All dealings in the Ordinary Shares prior to settlement and delivery are at the sole
risk of the parties concerned. The Company, the Selling Shareholder, the Listing and Paying Agent, the
Underwriters, the Financial Adviser and Euronext Amsterdam N.V. do not accept any responsibility or liability
for any loss incurred by any person as a result of a withdrawal of the Offering or the related annulment of any
transaction on Euronext Amsterdam.

81



IMPORTANT INFORMATION

General

The content of this Prospectus is not to be considered or interpreted as legal, financial or tax advice. It is not
intended to provide the basis of any credit or other evaluation and should not be considered as a recommendation
by any of the Company, the members of its Supervisory Board and Board of Management, the Selling
Shareholder or any of the Underwriters, the Financial Adviser or any of their respective representatives that any
recipient of this Prospectus should subscribe for or purchase any Offer Shares. Prior to making any decision
whether to purchase the Offer Shares, prospective investors should read this Prospectus. Investors should ensure
that they read the whole of this Prospectus and not just rely on key information or information summarized
within it. Each prospective investor should consult his or her own stockbroker, bank manager, lawyer, auditor or
other financial, legal or tax advisers before making any investment decision with regard to the Offer Shares, to
among other things consider such investment decision in light of his or her personal circumstances and in order
to determine whether or not such prospective investor is eligible to subscribe for the Offer Shares. In making an
investment decision, prospective investors must rely on their own examination of the Company, the Shares and
the terms of the Offering, including the merits and risks involved.

Prospective investors should rely only on the information contained in this Prospectus, the Pricing
Statement and any supplement to this Prospectus within the meaning of Section 5:23 FMSA. The Company does
not undertake to update this Prospectus, unless required pursuant to Section 5:23 FMSA, and therefore potential
investors should not assume that the information in this Prospectus is accurate as of any date other than the date
of this Prospectus. No person is or has been authorized to give any information or to make any representation in
connection with the Offering, other than as contained in this Prospectus, and, if given or made, any other such
information or representations must not be relied upon as having been authorized by the Company, the members
of the Board of Management or Supervisory Board, the Selling Shareholder, the Listing and Paying Agent, any
of the Underwriters, the Financial Adviser or any of their respective representatives. The delivery of this
Prospectus at any time after the date hereof will not, under any circumstances, create any implication that there
has been no change in the Group’s affairs since the date hereof or that the information set forth in this Prospectus
is correct as of any time since its date.

No representation or warranty, express or implied, is made or given by the Listing and Paying Agent or on
behalf of the Underwriters, the Financial Adviser or any of their affiliates or any of their respective directors,
officers or employees or any other person, as to the accuracy, completeness or fairness of the information or
opinions contained in this Prospectus, or incorporated by reference herein, and nothing in this Prospectus, or
incorporated by reference herein, is, or shall be relied upon as, a promise or representation by the Listing or
Paying Agent, the Underwriters or the Financial Adviser or any of their respective affiliates as to the past or
future. None of the Listing or Paying Agent and the Underwriters accepts any responsibility whatsoever for the
contents of this Prospectus or for any other statements made or purported to be made by either itself or on its
behalf in connection with the Company, the Selling Shareholder, the Group, the Offering or the Shares.
Accordingly, the Listing or Paying Agent and the Underwriters disclaim, to the fullest extent permitted by
applicable law, all and any liability, whether arising in tort or contract or which they might otherwise be found to
have in respect of this Prospectus and/or any such statement.

Although the Underwriters are party to various agreements pertaining to the Offering and each of the
Underwriters has or might enter into a financing arrangement with the Company and/or the Selling Shareholder
or any of their affiliates, this should not be considered as a recommendation by any of them to invest in the Offer
Shares.

The distribution of this Prospectus and the Offering may, in certain jurisdictions, be restricted by law, and
this Prospectus may not be used for the purpose of, or in connection with, any offer or solicitation by anyone in
any jurisdiction in which such offer or solicitation is not authorized or to any person to whom it is unlawful to
make such offer or solicitation. This Prospectus does not constitute an offer of, or an invitation to, purchase any
Offer Shares in any jurisdiction in which such offer or invitation would be unlawful. The Company, the Selling
Shareholder and the Underwriters require persons into whose possession this Prospectus comes to inform
themselves of and observe all such restrictions. None of the Company, the Selling Shareholder or the
Underwriters accepts any legal responsibility for any violation by any person, whether or not a prospective
purchaser of Offer Shares, of any such restrictions. The Company, the Selling Shareholder and the Underwriters
reserve the right in their own absolute discretion to reject any offer to purchase Offer Shares that the Company,
the Selling Shareholder, the Underwriters or their respective agents believe may give rise to a breach or violation
of any laws, rules or regulations.
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Responsibility Statement

This Prospectus is made available by the Company. The Company accepts responsibility for the information
contained in this Prospectus. In addition, the Selling Shareholder accepts responsibility for the information
contained in “Separation—Reasons for the Separation” and “Existing Shareholders and Related Party
Transactions—Existing Shareholders”. Each of the Company and the Selling Shareholder declares that having
taken all reasonable care to ensure that such is the case, the information contained in this Prospectus for which it
is responsible is, to the best of its knowledge, in accordance with the facts and contains no omission likely to
affect its import.

Presentation of Financial Information
IFRS information

This Prospectus contains the Combined Financial Statements of the Group as of and for the years ended
31 December 2015, 2014, and 2013 and the accompanying notes. The Combined Financial Statements have been
prepared in accordance with IFRS. All standards and interpretations issued by the International Accounting
Standards Board (“IASB”) and the IFRS Interpretations Committee effective as of 31 December 2015 have been
endorsed by the EU, except that the EU did not adopt certain paragraphs of IAS 39 applicable to certain hedge
transactions. The Group has no hedge transactions to which these paragraphs are applicable. Consequently, the
accounting policies applied by the Group also comply with IFRS as issued by the IASB. References to “IFRS”
should be construed as references to International Financial Reporting Standards as endorsed by the EU and as
issued by the TASB. The Combined Financial Statements have been prepared based on “carve-out” financial
information from the consolidated financial statements of Royal Philips for the purpose of presenting the
financial position, results of operations and cash flow of the Group on a stand-alone basis. The Combined
Financial Statements have been prepared on a going-concern basis. The Combined Financial Statements have
been audited by KPMG Accountants N.V. (“KPMG”) as set forth in their report thereon included in the
Combined Financial Statements.

This Prospectus also contains the condensed combined interim financial statements of the Group for the
three-month periods ended 31 March 2016 and 2015 and the accompanying notes (the “Condensed Combined
Interim Financial Statements™). The Condensed Combined Interim Financial Statements have been prepared on
the basis of IAS 34. The Condensed Combined Interim Financial Statements do not include all of the information
required for the Combined Financial Statements and should be read in conjunction with the Combined Financial
Statements. Ernst & Young Accountants LLP (“EY”) has issued a review report of the Condensed Combined
Interim Financial Statements as of and for the three month period ended 31 March 2016 as set forth in their
report thereon included in the Condensed Combined Interim Financial Statements.

For a discussion of the presentation of the Group’s historical financial information included in this
Prospectus, see “Operating and Financial Review—Basis of Presentation of Financial Statements”.

Non-IFRS financial measures

Certain parts of this Prospectus contain non-IFRS financial measures and ratios, such as comparable sales
growth, adjusted gross margin, EBITA, adjusted EBITA, EBITDA, adjusted EBITDA and free cash flow, and
other related ratios, which are not recognized measures of financial performance or liquidity under IFRS.

The non-IFRS financial measures presented are not measures of financial performance under IFRS, but
measures used by management to monitor the underlying performance of the Group’s business and operations
and, accordingly, they have not been audited or reviewed. Further, they may not be indicative of the Group’s
historical operating results, nor are such measures meant to be predictive of the Group’s future results. These
non-IFRS measures are presented in this Prospectus because management considers them an important
supplemental measure of the Group’s performance and believes that they and similar measures are widely used in
the industry in which the Group operates as a means of evaluating a company’s operating performance and
liquidity.

However, not all companies calculate non-IFRS financial measures in the same manner or on a consistent
basis. As a result, these measures and ratios may not be comparable to measures used by other companies under
the same or similar names. Accordingly, undue reliance should not be placed on the non-IFRS financial measures
contained in this Prospectus and they should not be considered as a substitute for income from operations, net
income, net cash provided by operating activities or other financial measures computed in accordance with IFRS.

The presentation of the non-IFRS measures in this Prospectus should not be construed as an implication that
the Group’s future results will be unaffected by exceptional or non-recurring items. See also “Operating and
Financial Review—Non-IFRS Financial Measures”.
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Rounding and negative amounts

Certain figures in this Prospectus, including financial data, have been rounded. Accordingly, figures shown
for the same category presented in different tables may vary slightly and figures shown as totals in certain tables
may not be an exact arithmetic aggregation of the figures which precede them.

In preparing the Condensed Combined Interim Financial Statements and the Combined Financial
Statements, most numerical figures are presented in thousands of euros. For the convenience of the reader of this
Prospectus, certain numerical figures in this Prospectus are rounded to the nearest one million. As a result of this
rounding, certain numerical figures presented herein may vary slightly from the corresponding numerical figures
presented in the Condensed Combined Interim Financial Statements and the Combined Financial Statements.

The percentages (as a percentage of revenues or costs and period-on-period percentage changes) presented
in the textual financial disclosure in this Prospectus are derived directly from the financial information contained
in the Condensed Combined Interim Financial Statements and the Combined Financial Statements. The
computation of such percentages may be computed on the numerical figures expressed in thousands of euros in
the Condensed Combined Interim Financial Statements and the Combined Financial Statements. Therefore, such
percentages are not calculated on the basis of the financial information in the textual disclosure that has been
subjected to rounding adjustments in this Prospectus.

In tables, negative amounts are shown between brackets. Otherwise, negative amounts may also be shown
by “-” or “negative” before the amount.

Currency

All references in this Prospectus to “euro”, “EUR” or “€” are to the single currency introduced at the start of
the third stage of the European Economic and Monetary Union pursuant to the Treaty on the functioning of the
European Community, as amended from time to time. All references to “U.S. dollars”, “USD” or “$” are to the
lawful currency of the United States.

Exchange rates

The Combined Financial Statements and Condensed Combined Interim Financial Statements have been
prepared by the Group in euros.

The table below sets forth, for the annual periods indicated, information regarding the period high, low,
average and period end noon buying rates in the City of New York for cable transfers in foreign currencies as
certified for customs purposes by the Federal Reserve Bank of New York for U.S. dollar per euro as published by
Bloomberg (“noon buying rates”). The average is computed calculated by using the average of the noon buying
rates on the last day of each month during the period.

U.S. dollar U.S. dollar U.S. dollar U.S. dollar

Year (High) (Low) (Average) (Period end)
2000 1.2926 1.4875 1.3931 1.2973
20012 1.2062 1.3463 1.2859 1.3186
20013 1.2774 1.3816 1.3281 1.3779
2014 1.2101 1.3927 1.3210 1.2101
20015 Lo 1.2015 1.0524 1.1032 1.0859
2016 (through 6 May 2016) . ... .. 1.1516 1.0743 1.1133 1.1421

The table below sets forth, for the monthly periods indicated, information regarding the period high, low,
average and period end noon buying rates. The average is computed calculated by using the average of the noon
buying rates on the last day of each month during the period.

U.S. dollar  U.S. dollar U.S. dollar U.S. dollar

Month (High) (Low) (Average) (Period end)
November 2015 ........ ... ... .. .. i 1.1026 1.0562 1.0727 1.0562
December 2015 ........ ... . 1.1025 1.0573 1.0889 1.0859
January 2016 ... ... ... 1.0964 1.0743 1.0855 1.0832
February 2016 . ... ... 1.1362 1.0868 1.1092 1.0868
March2016 . ... .. 1.1390 1.0845 1.1134 1.1390
April 2016 . ... .. 1.1441 1.1239 1.1346 1.1441
May 2016 (through 6 May 2016) ...................... 1.1516 1.1404 1.1467 1.1421



The noon buying rate on 6 May 2016 (the latest practicable date before publication of this Prospectus) was
€1.00 = $1.1421.

The exchange rate information above is solely provided for convenience purposes. No representation is
made that the euro amounts have been or could have been converted into U.S. dollars, or vice versa, at the
exchange rates indicated above or at any other rate.

Market and Industry Information

All references to market share, market data, industry statistics and industry forecasts in this Prospectus
consist of estimates compiled by industry professionals, competitors, organizations or analysts, of publicly
available information or of the Group’s own assessment of its sales and markets. Statements based on the
Company’s own proprietary information, insights, opinions or estimates contain words such as “the Group

believes”, “the Group expects”, “the Group estimates”, “the Group sees”, “the Group perceives” and as such do
not purport to cite, refer to or summarize any third-party or independent source and should not be so read.

Industry publications generally state that their information is obtained from sources believed to be reliable
but that the accuracy and completeness of such information is not guaranteed and that the projections they
contain are based on a number of significant assumptions. Where third-party information has been sourced in this
Prospectus, the source of such information has been identified. Third-party reports referenced in this Prospectus
include the BCG Report. Unless indicated otherwise, numbers included in this Prospectus in reference of the
lighting industry have been derived from the BCG Report.

The information in this Prospectus that has been sourced from third parties has been accurately reproduced
with reference to these sources in the relevant paragraphs and, as far as the Group is aware and able to ascertain
from the information published by that third party, no facts have been omitted that would render the reproduced
information inaccurate or misleading.

In this Prospectus, the Group makes certain statements regarding the characteristics of the lighting market as
well as its competitive and market position. The Group believes these statements to be true, based on market data
and industry statistics, but the Group has not independently verified the information. The Group cannot guarantee
that a third party using different methods to assemble, analyze or compute market data or public disclosure from
competitors would obtain or generate the same results. In addition, the Group’s competitors may define their
markets and their own relative positions in these markets differently than the Group does and may also define
various components of their business and operating results in a manner which makes such figures non-
comparable with the Group’s.

Supplements

If a significant new factor, material mistake or inaccuracy relating to the information included in this
Prospectus which is capable of affecting the assessment of the Offer Shares, arises or is noted between the date of
this Prospectus and the later of the end of the Offering Period and the start of trading of the Offer Shares on
Euronext Amsterdam, a supplement to this Prospectus is required. Such a supplement will be subject to approval
by the AFM in accordance with Section 5:23 FMSA and will be made public in accordance with the relevant
provisions under the FMSA. The summary shall also be supplemented, if necessary to take into account the new
information included in the supplement.

Investors who have already agreed to purchase or subscribe for the Offer Shares before the supplement is
published shall have the right, exercisable within two business days following the publication of a supplement, to
withdraw their acceptances. Investors are not allowed to withdraw their acceptance in any other circumstances.

Statements contained in any such supplement (or contained in any document incorporated by reference
therein) shall, to the extent applicable (whether expressly, by implication or otherwise), be deemed to modify or
supersede statements contained in this Prospectus or in a document which is incorporated by reference in this
Prospectus. Any statement so modified or superseded shall, except as so modified or superseded, no longer
constitute a part of this Prospectus. For the avoidance of doubt, references in this paragraph to any supplement
being published by the Company do not include the Pricing Statement.

Notice to Investors

The distribution of this Prospectus and the offer, acceptance, delivery, transfer, exercise, purchase of,
subscription for, or trade in the Offer Shares may, in certain jurisdictions other than the Netherlands, including,
but not limited to, the United States, be restricted by law. Persons in possession of this Prospectus are required to
inform themselves about, and to observe, any such restrictions. Any failure to comply with such restrictions may
constitute a violation of the securities laws of any such jurisdiction. This Prospectus may not be used for, or in
connection with, and does not constitute, an offer to sell, or an invitation to purchase, any of the Offer Shares in

85



any jurisdiction in which such offer or invitation is not authorized or would be unlawful. Neither this Prospectus,
nor any related materials, may be distributed or transmitted to, or published in any jurisdiction except under
circumstances that will result in compliance with any applicable laws or regulations.

None of the Company, the members of the Board of Management or Supervisory Board, the Selling
Shareholder, any of the Underwriters, the Financial Adviser or any of their respective representatives, is making
any representation to any offeree or purchaser of the Offer Shares regarding the legality of an investment in the
Offer Shares by such offeree or purchaser under the laws applicable to such offeree or purchaser.

Investors who purchase Offer Shares will be deemed to have acknowledged that: (i) they have not relied on
the Listing and Paying Agent or any of the Underwriters or any person affiliated with any of them in connection
with any investigation of the accuracy of any information contained in this Prospectus or their investment
decision; and (ii) they have relied only on the information contained in this Prospectus, and that no person has
been authorized to give any information or to make any representation concerning the Company or its
subsidiaries, the Selling Shareholder or the Offer Shares (other than as contained in this Prospectus) and, that if
given or made, any such other information or representation has not been relied upon as having been authorized
by the Company, the Selling Shareholder, the Listing and Paying Agent or any of the Underwriters.

EXCEPT AS OTHERWISE SET OUT IN THIS PROSPECTUS, THE OFFERING DESCRIBED IN
THIS PROSPECTUS IS NOT BEING MADE TO INVESTORS IN THE UNITED STATES, CANADA,
AUSTRALIA OR JAPAN.

This Prospectus does not constitute or form part of any offer or invitation to sell, or any solicitation of any
offer to acquire, Offer Shares in any jurisdiction in which such an offer or solicitation is unlawful or would result
in the Company becoming subject to public company reporting obligations outside the Netherlands.

The distribution of this Prospectus, and the offer or sale of Offer Shares, is restricted by law in certain
jurisdictions. This Prospectus may only be used where it is legal to offer, solicit offers to purchase or sell Offer
Shares. Persons who obtain this Prospectus must inform themselves about and observe all such restrictions. None
of the Company, the Selling Shareholder or the Underwriters accepts any legal responsibility for any violation by
any person, whether or not a prospective purchaser of Shares, of any such restrictions. The Company, the Selling
Shareholder and the Underwriters reserve the right in their own absolute discretion to reject any offer to purchase
Shares that the Company, the Selling Shareholder, the Underwriters or their respective agents believe may give
rise to a breach or violation of any laws, rules or regulations.

No action has been or will be taken to permit a public offer or sale of Offer Shares, or the possession or
distribution of this Prospectus or any other material in relation to the Offering, in any jurisdiction outside the
Netherlands where action may be required for such purpose. Accordingly, neither this Prospectus nor any
advertisement or any other related material may be distributed or published in any jurisdiction except under
circumstances that will result in compliance with any applicable laws and regulations. See “Selling and Transfer
Restrictions”. Subject to certain exceptions, this Prospectus should not be forwarded or transmitted in or into
Australia, Canada or Japan.

Notice to Prospective Investors in the United States

The Ordinary Shares have not been, and will not be, registered under the U.S. Securities Act or with any
securities regulatory authority of any state or other jurisdiction in the United States, and are being offered and
sold: (i) in the United States only to persons reasonably believed to be QIBs in reliance on Rule 144A; and (ii)
outside the United States in compliance with Regulation S. Prospective purchasers are hereby notified that sellers
of Offer Shares may be relying on the exemption from the provisions of Section 5 of the U.S. Securities Act
provided by Rule 144A. The distribution of this Prospectus and the offer and sale of the Offer Shares in certain
jurisdictions may be restricted by law. Persons in possession of this Prospectus are required to inform themselves
about and to observe any such restrictions. See “Selling and transfer restrictions”.

THE OFFER SHARES HAVE NOT BEEN RECOMMENDED BY ANY U.S. FEDERAL OR STATE
SECURITIES COMMISSION OR REGULATORY AUTHORITY. FURTHERMORE, THE
FOREGOING AUTHORITIES HAVE NOT CONFIRMED THE ACCURACY OR DETERMINED THE
ADEQUACY OF THIS PROSPECTUS. ANY REPRESENTATION TO THE CONTRARY IS A
CRIMINAL OFFENCE IN THE UNITED STATES.

Notice to Prospective Investors in Canada

The Offer Shares may be sold only to purchasers purchasing, or deemed to be purchasing, as principal that
are accredited investors, as defined in National Instrument 45-106 Prospectus Exemptions or subsection 73.3(1)
of the Securities Act (Ontario), and are permitted clients, as defined in National Instrument 31-103 Registration
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Requirements, Exemptions and Ongoing Registrant Obligations. Any resale of the Offer Shares must be made in
accordance with an exemption from, or in a transaction not subject to, the prospectus requirements of applicable
securities laws.

Securities legislation in certain provinces or territories of Canada may provide a purchaser with remedies for
rescission or damages if this Prospectus (including any amendment thereto) contains a misrepresentation,
provided that the remedies for rescission or damages are exercised by the purchaser within the time limit
prescribed by the securities legislation of the purchaser’s province or territory. The purchaser should refer to any
applicable provisions of the securities legislation of the purchaser’s province or territory for particulars of these
rights or consult with a legal advisor.

Pursuant to section 3A.3 (or, in the case of securities issued or guaranteed by the government of a non-
Canadian jurisdiction, section 3A.4) of National Instrument 33-105 Underwriting Conflicts (NI 33-105), the
Underwriters are not required to comply with the disclosure requirements of NI 33-105 regarding underwriter
conflicts of interest in connection with this Offering.

Enforcement of Civil Liabilities

The ability of Shareholders in certain countries other than the Netherlands, in particular in the United States,
to bring an action against the Company may be limited under law. The Company is incorporated in the
Netherlands and has its statutory seat (statutaire zetel) in Eindhoven, the Netherlands.

All of the members of the Board of Management and most members of the Supervisory Board are residents
of countries other than the United States. All or a substantial proportion of the assets of these individuals are
located outside the United States. A significant portion of the Group’s assets are located outside of the United
States. As a result, it may be impossible or difficult for investors to effect service of process within the United
States upon such persons or the Company or to enforce against them in U.S. courts a judgement obtained in such
courts. In addition, there is doubt as to the enforceability, in the Netherlands, or original actions or actions for
enforcement based on the federal or state securities laws of the United States or judgements of U.S. courts,
including judgements based on the civil liability provisions of the U.S. federal or state securities laws.

The United States and the Netherlands do not currently have a treaty providing for reciprocal recognition
and enforcement of judgements, other than arbitration awards, in civil and commercial matters. Accordingly, a
judgement rendered by a court in the United States will not be recognized and enforced by the Dutch courts.
However, if a person has obtained a final and conclusive judgement for the payment of money rendered by a
court in the United States which is enforceable in the United States and files his claim with the competent Dutch
court, the Dutch court will generally give binding effect to such foreign judgement insofar as it finds that the
jurisdiction of the U.S. court has been based on grounds which are internationally acceptable and that proper
legal procedures have been observed and except to the extent that the foreign judgement contravenes Dutch
public policy.

Forward-Looking Statements

This Prospectus contains forward-looking statements that reflect the Group’s intentions, beliefs or current
expectations and projections about the Group’s future results of operations, financial condition, liquidity,
performance, prospects, anticipated growth, strategies and opportunities and the markets in which the Group
operates. Forward-looking statements involve all matters that are not historical facts. The Group has tried to
identify forward-looking statements by using words as “may”, “will”, “would”, “should”, “expects”, “intends”,
“estimates”, ‘“‘anticipates”, “projects”, “believes”’, “could”, “hopes”, “seeks”, “plans”, “aims”, “objective”,
“potential”, “goal” “strategy”, “target”, “continue”, “annualized” and similar expressions or negatives thereof or
other variations thereof or comparable terminology, or by discussions of strategy that involve risks and
uncertainties. Forward-looking statements may be found principally in sections in this Prospectus entitled “Risk

Factors”, “Dividend Policy”, “Industry and Competition”, “Business” and in particular in “Business—Outlook™,
“Operating and Financial Review” and also elsewhere.

The forward-looking statements are based on the Group’s beliefs, assumptions and expectations regarding
future events and trends that affect the Group’s future performance, taking into account all information currently
available to the Group, and are not guarantees of future performance. These beliefs, assumptions and
expectations can change as a result of possible events or factors, not all of which are known to the Group or are
within the Group’s control. If a change occurs, the Group’s business, financial condition, liquidity, results of
operations, anticipated growth, strategies or opportunities may vary materially from those expressed in, or
suggested by, these forward-looking statements. In addition, the forward-looking estimates and forecasts
reproduced in the Prospectus from third-party reports could prove to be inaccurate. A number of important
factors could cause actual results or outcomes to differ materially from those expressed in any forward-looking
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statement as a result of risks and uncertainties facing the Company and its Group Companies. Such risks,
uncertainties and other important factors include, but are not limited to those listed in the section entitled “Risk
Factors™.

Investors or potential investors should not place undue reliance on the forward-looking statements in this
Prospectus. The Group urges investors to read the sections of this Prospectus entitled “Risk Factors”,
“Separation”, “Operating and Financial Review”, “Industry and Competition” and “Business” for a more
complete discussion of the factors that could affect the Group’s future performance and the markets in which the
Group operates. In light of the possible changes to the Group’s beliefs, assumptions and expectations, the
forward-looking events described in this Prospectus may not occur. Additional risks currently not known to the
Group or that the Group has not considered material as of the date of this Prospectus could also cause the
forward-looking events discussed in this Prospectus not to occur. Forward-looking statements involve inherent
risks and uncertainties and speak only as of the date they are made. The Group undertakes no duty to and will not
necessarily update any of the forward-looking statements in light of new information or future events, except to
the extent required by applicable law.

Definitions

This Prospectus is published in English only. Definitions used in this Prospectus are defined in
“Definitions”.
Available Information

For so long as any ordinary shares of the Company are “restricted securities” within the meaning of
Rule 144(a)(3) under the U.S. Securities Act, the Company will, during any period in which it is neither subject
to Section 13 or 15(d) of the United States Securities Exchange Act of 1934, as amended (the “U.S. Exchange
Act”), nor exempt from reporting pursuant to Rule 12g3-2(b) thereunder, provide to any holder or beneficial
owner of such restricted securities or to any prospective purchaser of such restricted securities designated by such

holder or beneficial owner, upon the request of such holder, beneficial owner or prospective purchaser, the
information required to be provided by Rule 144A(d)(4) under the U.S. Securities Act.

The Company is not currently subject to the periodic reporting and other information requirements of the
U.S. Exchange Act.

Documents Incorporated by Reference

The draft Articles of Association are incorporated in this Prospectus by reference and, as such, form part of
this Prospectus. The draft Articles of Association (or copies thereof) may be obtained in electronic form free of
charge from the Company’s website at www.lighting.philips.com/main/company.

No Incorporation of Website

The contents of the Company’s website, including any websites accessible form hyperlinks on the
Company’s website, do not form part of and are not incorporated by reference in this Prospectus.
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SEPARATION

Reasons for the Separation

Royal Philips is a diversified health and well-being company, focused on improving people’s lives through
meaningful innovation in the areas of healthcare, consumer lifestyle and, until the Settlement Date, lighting.
Headquartered in the Netherlands, Royal Philips, according to its annual accounts, posted sales of approximately
€24.2 billion in 2015 and employed approximately 113,959 employees with sales and services in more than
100 countries. Royal Philips is listed on Euronext Amsterdam and the New York Stock Exchange.

On 23 September 2014, the Selling Shareholder announced that it was sharpening its strategic focus by
separating Royal Philips into two leading companies focused on the healthtech and lighting markets. In a
shareholder circular published by the Selling Shareholder on 19 March 2015, the Selling Shareholder stated that
it believes that the healthtech and lighting business areas both offer attractive end-markets, but that each has
unique customer needs, value drivers, industry trends and competitive dynamics. The Selling Shareholder
therefore considered the time appropriate to establish two independent companies each focusing on their
respective end-markets:

e Royal Philips, which aims to capture new healthtech opportunities by combining its existing healthcare and
consumer lifestyle businesses; and

e the Group, which will continue Royal Philips’ existing lighting business (except for Lumileds (as defined
below) which will remain part of Royal Philips) and which aims to boost growth in LED lighting products,
systems and services.

The Group believes, and the Selling Shareholder has informed the Group that it believes, that, as a pure-play
lighting company following the Separation, the Group will be well positioned to deliver shareholder and
corporate value for the following reasons:

e the Separation will allow the Group to focus on and more effectively pursue its own operating priorities and
strategies, and will enable the management of the Group to concentrate all its efforts on the needs of the
lighting business and pursue distinct opportunities for long-term growth and profitability;

e the Separation will permit the Group to concentrate its financial resources solely on its own operations,
providing greater flexibility to invest capital in its business in a time and manner appropriate for its strategy
and business needs and facilitating a more efficient allocation of capital;

e the Separation will create a separate lighting company with a simplified organizational structure and
increased focus on the needs of the lighting business, facilitating faster decision-making and flexibility, and
improving the ability of the Group to compete and enabling it to respond quickly to changing customer
requirements and market dynamics;

e the Separation will create an independent equity structure that will allow the Group to have direct access to
capital markets and facilitate the ability of the Group to capitalize on its growth opportunities and effect
future investments (including acquisitions) utilizing its common stock if needed; and

e the Separation will facilitate incentive compensation arrangements for the Group’s employees more directly
tied to the performance of the Group’s business, and may enhance employee hiring and retention by, among
other things, improving the alignment of management and employee incentives with performance and
growth objectives.

Although the Company believes that for these reasons, it will be well positioned to deliver shareholder and
corporate value, the Company cannot assure that, following the Separation, any of the benefits described above
or otherwise will be realized to the extent anticipated or even at all.

In 2015, Royal Philips started the process of transitioning its lighting business into a stand-alone holding
company structure, separating it from the remaining Royal Philips business. The Separation was substantially
completed on 1 February 2016, with the split of operations and functions, and the legal transfer of the assets and
liabilities allocated to the Group, with the exception of certain delayed transfers as specified below. Due to the
scale and variety of Royal Philips’ businesses and its global footprint (among other factors), the separation
process was complex and required effort and attention from employees throughout Royal Philips. For example,
thousands of employees transitioned within the organization, and legacy programs going back decades, such as
pensions, needed to be divided or shared between Royal Philips and the Group. Outside the organization, Royal
Philips notified and established separation readiness among numerous customers, business partners and suppliers
so that business relationships all over the world would continue following completion of the Separation.
Administratively, the Separation involved legal reorganizations in various jurisdictions throughout the world.
Separation management functions were created and are maintained to plan and execute the separation process in
an orderly and timely fashion.
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For more information on the risks involved in the separation process, see ‘“Risk Factors—Risks Related to
the Separation”.

Formation of the Group

The Company was incorporated in the Netherlands on 1 February 2016 as Philips Lighting NewCo B.V., for
the purpose of being the holding company of the Group. As part of the plan to separate the lighting business from
the remainder of its businesses, Royal Philips transferred to Philips Lighting Holding B.V., which prior to the
Settlement Date will become a direct subsidiary of the Company, the equity interests of certain entities that
operate the lighting businesses, as well as assets and liabilities allocated to the Group, in accordance with and
subject to the terms of the Separation Agreement described in further detail below.

The Company directly holds equity interests in 87 legal entities and indirectly holds equity interests in a
further 116 legal entities, in 69 countries. Of the Group’s legal entities, 152 are wholly-owned, while equity
interests in 51 legal entities are held together with third party shareholders, including eight joint ventures. In
some countries, the Group operates branch offices or representative offices.

Separation Agreement

On 1 February 2016 (the “Separation Date”), the Selling Shareholder and Philips Lighting Holding B.V.
entered into the Separation Agreement and a set of ancillary agreements, together effectuating the Separation and
providing a framework for the relationship between Royal Philips and the Group after the Separation. An
addendum to the Separation Agreement was entered into on 4 May 2016, and references in this Prospectus to the
Separation Agreement shall be interpreted as references to the Separation Agreement as amended pursuant to this
addendum. The Separation Agreement and the ancillary agreements will be assigned to the Company prior to the
Settlement Date. The Separation Agreement allocates assets, liabilities, employees and contracts of the former
Royal Philips between the new Royal Philips and the Group. The transfer thereof has been effected at the level of
the relevant group companies on or around 1 February 2016 (the “Effective Time”), except for a limited number
of transfers which took place thereafter (e.g., in India, Turkey and Mexico). At the date of this Prospectus, there
are no material transfers outstanding, save for the transfer of the U.S. business of the Group which is scheduled
to take place on or before the Settlement Date.

In addition to the Separation Agreement, other principal agreements entered into between Royal Philips and
the Group include:

e atransitional services agreement between the Selling Shareholder and Philips Lighting Holding B.V., dated
1 February 2016 (“TSA”);

e an IT transitional services level agreement between Philips Electronics Nederland B.V. (“Philips
Electronics”) and Philips Lighting B.V., dated 1 February 2016 (“IT TSLA”) and reverse IT TSLA
between Philips Electronics and Philips Lighting B.V., dated 1 February 2016 (“Reverse IT TSLA”);

e an intellectual property transfer and license agreement between the Selling Shareholder and Philips Lighting
Holding B.V., dated 1 February 2016 (“IP TLA”);

o the TMLA; and

e a company name license agreement between the Selling Shareholder and Philips Lighting Holding B.V.,
dated 1 February 2016 (“CNLA”).

While the Group believes that these agreements contribute to Group’s ability to function as a standalone
organization operating the lighting business, the Group cannot assure that these agreements are on terms as
favorable to the Group as would be comparable agreements with unaffiliated third parties.

The following paragraphs describe certain material provisions of the Separation Agreement and the
ancillary agreements.

Allocation of Assets and Liabilities

The Separation was guided by the principle that the Group will comprise substantially all of Royal Philips’
lighting business, related assets and liabilities, employees and contracts, as well as allocated activities from Royal
Philips’ Innovation, Group & Services (“IG&S”) sector.

As part of the Separation, certain historical exposures and liabilities of Royal Philips have been allocated to
each of Royal Philips and the Group, which are unrelated to their respective businesses. These include, in
particular, liabilities relating to pensions and environmental issues, as further described below.

The assets and liabilities that have been allocated to the Group are reflected in the Company’s Combined
Financial Statements and Condensed Combined Interim Financial Statements. In addition to the amounts
reflected in this financial information, the Group will be responsible for certain other contingent liabilities related
and unrelated to the lighting business after the Separation.
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As part of the Separation, Royal Philips retained certain intercompany accounts payable to the Group (i.e.,
payable by Philips Egypt LLC, a subsidiary of Royal Philips). The corresponding intercompany accounts
receivable are reflected in the Condensed Combined Interim Balance Sheet as of 31 March 2016, for an amount
of €36 million. Subsequently, pursuant to the aforementioned addendum to the Separation Agreement, the
economic ownership of these intercompany accounts receivable was transferred by the Group to Royal Philips,
against payment by Royal Philips to the Group of their nominal value, such payment to be made prior to the
Settlement Date.

The assets and liabilities that have been allocated to the Group have been transferred to the Group either by
way of an asset transfer, demerger, contribution or indirectly through a transfer of the shares in the legal entity in
which the relevant asset or liability resided. Conversely, legal entities forming part of the Group have transferred
certain assets and liabilities that were allocated to Royal Philips, to subsidiaries of Royal Philips. Assets and
liabilities have been transferred between Royal Philips and the Group on an “as is” basis and on a going concern
basis. See also below under “—Liability Regime”.

The following paragraphs provide a description of certain assets and liabilities allocated to the Group as part
of the Separation.

Real estate

Over 200 real estate properties have been allocated to the Group, depending on whether the property was
used for the benefit of the lighting business in whole or in part prior to the Separation. This includes real estate
situated on key manufacturing sites located in Belgium, Poland, Hungary, India, China, the United States and
Mexico. Owned real estate has been transferred to the Group and in respect of leased properties, either the lease
agreement has been assigned to the Group or, in case of shared properties, a sub-lease agreement has been
entered into with Royal Philips as the sub-lessor.

Environmental

Environmental liabilities, whether contingent or not, have been allocated between Royal Philips and the
Group taking into account not only the allocation of manufacturing sites and other real estate objects to the
Group, but also the fact that as part of the Separation, legacy environmental liabilities (i.e., liabilities unrelated to
the current business of Royal Philips or the current business of the Group) needed to be divided between Royal
Philips and the Group. These legacy liabilities have been allocated by Royal Philips in such manner that after the
Separation, each of Royal Philips and the Group would have an overall level of exposure to such liabilities as
deemed appropriate by Royal Philips in view of their respective financial position. To the extent required under
applicable accounting rules, provisions have been made in respect of environmental liabilities allocated to the
Group, which provisions are reflected in the Combined Financial Statements and Condensed Combined Interim
Financial Statements.

Employees

As of 31 March 2016, the Group employed approximately 36,350 full time equivalent personnel in over 70
countries. As part of the Separation, employees who immediately prior to the Separation worked exclusively in
relation to the lighting business have been allocated to the Group, as well as certain employees providing
functional support at group level. To the extent not already employed by legal entities forming part of the Group,
these employees have transferred to the Group either by operation of law or by entering into an employment
contract substituting their former contract. Pursuant to the Separation Agreement, the Company is liable for any
liabilities to the extent arising out of or relating to its active employees, or to former employees of Royal Philips
who worked exclusively in relation to the lighting business.

Pensions

Pension obligations of current employees and former employees of Royal Philips are in part externally
funded and in part internally funded. Pension liabilities and liabilities from retiree medical plans of Royal Philips
have been significantly reduced prior to the Separation. Remaining liabilities have subsequently been allocated
between Royal Philips and the Group, with a view to arriving at an aggregate exposure to pension liabilities for
each of the two companies that was deemed appropriate by Royal Philips in view of the size of each business and
its balance sheet.

For internally funded pension plans, as a general principle under the Separation Agreement, any pension
liabilities relating to current employees of the Group have been allocated to the Group. For externally funded
plans, as a general principle, any pension liabilities accrued until the Separation relating to current employees of
Royal Philips, continue to be for the account of the group company of Royal Philips in which the liability resided
prior to the Separation. In most countries, this is a group company of Royal Philips, but in some cases, this is a
member of the Group. Service costs for accrual of pension liabilities for current employees of the Group that
arise after the Separation are for the account of the Group.
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In respect of former employees, for internally funded plans as well as externally funded plans, pension
liabilities continue to be for the account of the group company of Royal Philips in which the liability resided
prior to the Separation. Again, in most countries, this is a group company of Royal Philips, but in some cases,
this is a member of the Group. Exceptions to this general principle have been made in various countries, to arrive
at the targeted aggregate exposure for each of Royal Philips and the Group. Also, for each major country a
tailored approach has been designed taking into account fiscal, legal, financial and practical considerations.

Pension liabilities allocated to the Group are reflected, to the extent required, in the Combined Financial
Statements and Condensed Combined Interim Financial Statements. The transfer also resulted in the Group
recognizing €122 million in deferred tax assets.

Claims

As is customary for most large businesses, Royal Philips is involved in a number of legal proceedings both
as claimant and as defendant. As part of the Separation, a limited number of claims exceeding a materiality
threshold were explicitly allocated between Royal Philips and the Group based primarily on the relationship
between the claim and their respective business. In respect of claims below the materiality threshold, the
Separation Agreement provides that claims arising out of or relating to the business of the Group, or arising out
of or relating to assets or liabilities allocated to the Group as part of the Separation, have been allocated to the
Group. Provisions for legal claims allocated to the Group are reflected, to the extent required, in the Combined
Financial Statements and Condensed Combined Interim Financial Statements.

Acquisitions and divestments

The former Royal Philips consisted of a portfolio of related businesses that was actively managed in line
with the company’s strategy. The composition of this portfolio has changed over time, as new businesses have
been acquired and existing businesses have been divested. Liabilities, actual or contingent, in relation to such
divestments have been allocated between Royal Philips and the Group, taking into account the nature of the
divested business activities. The liabilities that the Group will assume as a result include certain contingent legal
claims and indemnifications relating to tax and other topics.

Lumileds

Separate arrangements have been made in connection with the contemplated divestment by Royal Philips of
the combined LED and automotive lighting components businesses (‘“Lumileds”). Although active in the
lighting sphere, Lumileds has been separated from the Group and is retained by Royal Philips. Royal Philips is
separately exploring strategic options to attract capital from third party investors for Lumileds. Any such
transaction related to Lumileds will be for the account of Royal Philips.

The Group has entered into certain agreements with Lumileds in connection with the separation of Lumileds
and the Group, including a strategic partnership and supply agreement regarding the strategic partnership
between the Group and Lumileds for the supply of LED components by Lumileds to the Group, and certain other
supply agreements for the supply of lighting components by the Group to Lumileds. The strategic partnership and
supply agreement contains a purchase commitment pursuant to which the Group commits to purchase from
Lumileds at least 60% of its actual spend on certain in-scope LED components for a period of four years as from
1 January 2016, provided inter alia that the price offered by Lumileds is competitive (i.e., equal or lower than
offered by other relevant suppliers). For certain LED components, this purchase commitment also applies if the
price offered by Lumileds is higher than the prices offered by other suppliers but such excess does not exceed a
certain range, in which case Royal Philips—subject to certain limitations—will compensate the Group for the
excess as long as the Group is bound to purchase such LED components for such excess price. Such
compensation is covered under a separate compensation agreement between the Group and Royal Philips. In
addition to this compensation, the compensation agreement also provides that the Group may be entitled to
certain bonuses if the Group purchases more than certain percentages of LED components from Lumileds under
the strategic partnership and supply agreement. Different bonus target percentages apply to different types of
LED components. The compensation and bonuses are valid for a period of four years as from 1 January 2016,
subject to termination and variation rights set out in the compensation agreement.

Furthermore, the Group and Lumileds entered into an intellectual property agreement regarding, inter alia,
the cross license of certain intellectual property between the Group and Lumileds, as well as regarding the
arrangement of licenses under certain third-party patents following the Separation.

In connection with the Separation, Royal Philips also assigned to the Group certain transitional service
agreements in relation to Lumileds, including an IT transitional service level agreement, that are to be performed
between the Group and Lumileds. Additionally, the Group has also agreed with Royal Philips that it will consent
to an assignment by Lumileds of the partnership and supply agreement and the intellectual property mutual
license agreement between the Group and Lumileds to a new ultimate parent company of Lumileds (or any of
such company’s subsidiaries) as reasonably acceptable to the Group.
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Tax

As a result of the Separation, certain historical tax liabilities arising out of or relating to the business
retained by Royal Philips have been transferred to or retained by the Group, and certain historical tax liabilities
arising out of or relating to the Group’s business have been transferred to or retained by Royal Philips by
operation of law. The Group’s business was separated from Royal Philips by way of share transfers, asset
transfers and demergers:

o in the case of the share transfers, the historical tax liabilities of the entities transferred to the Group
(including those arising out of or relating to the business of Royal Philips) generally follow such transferred
entities by operation of law.

e in respect of the demergers, both the demerging and the acquiring legal entities may, on the basis of either
local tax or corporate law, be held liable for (part of) the historical tax liabilities of the (demerging) legal
entity in which the combined business activities were performed before the Separation.

e the assets transfers did in general not result in the transfer of historical tax liabilities to the Group.

To ensure that the historical tax liabilities (including the set-off of such liabilities against accounted for tax
attributes) attributable to the Group’s business are for the account of the Group, the Separation Agreement
generally provides for the allocation of historical tax liabilities relating to the period prior to the Separation
through a reciprocal tax indemnity. The reciprocal tax indemnity in the Separation Agreement provides that all
historical tax liabilities up to and including 31 January 2016, known and unknown, that relate exclusively to the
Group’s business are generally for the account of the Group, and all historical tax liabilities, known and unknown
that relate exclusively to the Royal Philips’s business are generally for the account of Royal Philips. However,
tax liabilities related to the ordinary course of business in the period from 1 January 2016 up to and including
31 January 2016 shall not be settled between the Group and Royal Philips. Certain historical tax liabilities
relating to the Group’s business, including the Group’s legacy business, as well as to the business of Royal
Philips have been allocated between the Group and Royal Philips on the basis of allocation principles set out in
the Separation Agreement. The reciprocal tax indemnity included in the Separation Agreement excludes
anticipated tax liabilities that are the direct result of the Separation. Such tax liabilities are, to the extent
anticipated upon the Separation, for the account of the Group if such tax liabilities are imposed on the Group,
regardless of whether these are related to the carve-out of the Group’s business or Royal Philips business. These
tax liabilities are, to the extent the relevant Separation steps are carried out before the end of the first quarter of
2016, accounted for in the Condensed Combined Interim Financial Statements. The Group is generally required
to indemnify Royal Philips for any increase in the tax liabilities of Royal Philips (including the reduction of tax
losses, deductions or other tax reliefs) as a result of (i) an adjustment or correction by a tax authority to the
valuation used for the transfer of assets or shares of the Group Companies in connection with the Separation, or
(i) a reversal, denial or claw-back of certain tax reliefs claimed by Royal Philips in connection with the
Separation. Royal Philips is generally required to indemnify the Group for any increase in the tax liabilities of the
Group (including the reduction of tax losses, deductions or other tax reliefs) as a result of (i) an adjustment or
correction by a tax authority to the valuation of assets or shares transferred to Royal Philips, or (ii) a reversal,
denial or claw-back of certain tax reliefs claimed by the Group in connection with the Separation. The Separation
Agreement also includes an indemnity for the benefit of the Group in respect of taxes that are primarily the
liability of Royal Philips and for which a Group Company becomes liable as a consequence of being a member of
the same fiscal unity or consolidated tax group as such group company of Royal Philips at any time before the
Settlement Date.

The relevant Dutch Group Companies will by operation of law cease to be a member of the Royal Philips
fiscal unity for Dutch corporate income tax purposes at or around the First Trading Date. Certain assets of these
Dutch Group Companies have been transferred within the fiscal unity. Upon the separation from the fiscal unity
these assets should be revalued and be set at fair market. As a result, Dutch corporate income tax on the
difference between the book value and the fair market value (i.e., the hidden reserves) is levied from the fiscal
unity pursuant to the application of section 15ai CITA which will be borne by Royal Philips. Following the
general principles set out above, the Group is also required to indemnify Royal Philips for any increase in the tax
liability of Royal Philips (including the reduction of tax losses, deductions or other tax reliefs) as a result of an
adjustment or correction of the amount of such hidden reserves by the Dutch tax authorities. At the same time,
the relevant Dutch Group Companies will benefit from additional depreciation and amortization allowances
resulting from the revaluation of the assets which give rise to an additional deferred tax asset.

Tax attributes are in principle retained by the entity in which they arose. After the Separation there will be
no compensation between the Group and Royal Philips in respect of the use thereof.
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Prospectus liability

The Separation Agreement also allocates to the Company any liability in connection with a claim that the
information included in this Prospectus (or related communications), except for certain Royal Philips-provided
information, is untrue, or in connection with a claim arising out of or based upon any omission to state a fact
required to be stated in this Prospectus, or necessary to make the statements herein not misleading.

Liability Regime

The Separation Agreement allocates assets and liabilities to each of Royal Philips and the Group. To the
extent, prior to the Separation, such assets or liabilities already resided in legal entities forming part of the group
to which they are allocated, no direct transfer of such assets and liabilities was required in connection with the
Separation. To the extent such assets and liabilities did not reside in legal entities forming part of the group to
which they were allocated, they were transferred either by way of an asset transfer, demerger or contribution.
Assets and liabilities have been transferred between Royal Philips and the Group on an “as is” basis and on a
going concern basis. No warranties have been provided by the transferor to the transferee and no representations
have been made in this regard.

In certain instances, liabilities of one party that have been allocated to the other party, could not be legally
transferred without cooperation of third parties, or could not be legally transferred at all. For example, legal
claims against a legal entity cannot be legally transferred without cooperation of the claimant. Other examples of
liabilities that cannot be legally transferred without cooperation of third parties include environmental liabilities,
tax liabilities and pension liabilities. In these instances, the Separation Agreement provides for an economic
transfer through an indemnity granted by the party to which the liability is allocated. In addition, under the
Separation Agreement, the Company has granted a general indemnity to Royal Philips for all liabilities relating
to the Group’s business, and Royal Philips has granted a general indemnity to the Company for all liabilities
relating to Royal Philips’ business. These include the liabilities described above under “Allocation of assets and
liabilities” and also other liabilities relating to the respective businesses.

As a result of this arrangement, the Company shall be indemnified in case claims relating to liabilities of
Royal Philips are submitted against the Group. However, in respect of liabilities of legal entities forming part of
the Group that have been allocated to Royal Philips but could not be legally transferred by the relevant legal
entities to Royal Philips, such as legal claims, environmental liabilities, tax liabilities or pension liabilities, the
Group will continue to be liable towards the relevant claimant, and depends on Royal Philips to indemnify the
Group pursuant to the indemnity granted by Royal Philips to the Group. There can be no assurance that the
indemnity from Royal Philips will be sufficient to protect the Group against the full amount, or any, of such
claims, or that Royal Philips will be able to satisfy its indemnification obligations. If Royal Philips is not in the
financial position to meet its indemnification obligation, this could have material adverse effects on the Group’s
business, financial position and results of operations. Moreover, even if the Company ultimately succeeds in
recovering from Royal Philips any amounts for which the Group is held liable, the Group may be temporarily
required to bear these losses.

By way of surety for the fulfilment of the Company’s obligations under the Separation Agreement,
including the indemnifications granted to Royal Philips, certain major subsidiaries of the Company have
provided guarantees to Royal Philips. Conversely, certain major subsidiaries of Royal Philips have provided
guarantees to the Company. However, there can be no assurance that if Royal Philips were to be unable to meet
its indemnification obligations towards the Company, the subsidiaries who have provided guarantees will be.

Transitional Services

Royal Philips and the Group have entered into a master TSA and various underlying transitional service
level agreements (“TSLASs”) in respect of services that need to continue after completion of the Separation. The
services are described in separate TSLAs that have been entered into between Royal Philips and the Group. The
Group will also provide limited services to Royal Philips under reversed TSLAs.

As a general rule, the term of these TSLAs, including the IT TSLA and reverse IT TSLA, is 12 months,
starting at the Effective Time. Depending on the services provided or received under these TSLAs, the term of
the TSLAs may be longer or shorter (i.e., between 1 and 24 months). It is the responsibility of the Group to
replace the relevant TSLA with an internal solution or external contract prior to the end of the transition period.
In respect of IT in particular, certain aspects of the migration to an independent IT platform will be challenging
and complex. The Group expects to incur approximately €60 million to €70 million of costs in connection with
the Separation for the year ending 31 December 2016, of which a substantial part is in connection with
developing standalone IT systems. See also “Risk Factors—The Group relies on Royal Philips to perform certain
services after the Separation, including with respect to IT, and the Group may be unable to make, on a timely or
cost-effective basis, the changes necessary to operate as an independent company’.
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The price charged for the services in the TSLAs is in principle based on current cost levels and tax uplifts,
where legally required.

The transitional services relate to: IT (i.e., infrastructure and applications); real estate (i.e., non-transferable
lease contracts; local facility services); supply chain management (i.e., warehousing and distribution); sales and
marketing (i.e., government contract and relation management); brand/digital & communication (i.e., intranet;
digital marketing services); research, Philips innovation services, Philips ventures (i.e., shared research &
innovation projects, activities and equipment); finance (i.e., treasury, insurance, statutory reporting, operations,
back-office); human resources (“HR”) (i.e., HR IT applications, central system support, local payroll, admin &
health insurance); procurement (i.e., shared procurement tools); quality and regulation (i.e., supplier quality tool);
intellectual property and services (i.e., licensing administration; reports and planning database); manufacturing
(i.e., local plant facilities); strategy (i.e., alliances support); sustainability (i.e., local sustainability support); and
legal (limited local legal support).

IT TSLA and Reverse IT TSLA

Under the IT TSLA, Philips Electronics Nederland B.V. (“Philips Electronics”) shall provide certain IT
services to the Group for a period of 12 months as of the date of the Separation (“IT Services Period”). As soon
as reasonably possible, but in any case prior to the end of the IT Services Period, the Group expects that its IT
systems will operate independently and separately from the IT systems of Philips Electronics and the IT services
provided by Philips Electronics. Under the terms of the IT TSLA, the Group is required to provide a migration
plan and to align its approach with Philips Electronics for phasing out the IT services provided by Philips
Electronics. The Company may request extension of the IT Services Period if, despite commercially reasonable
endeavors by the Company to eliminate the Group’s dependency on more of the IT services, the Company
foresees any remaining dependency on one or more of the IT services provided by Philips electronics after the IT
Services Period that would threaten business continuity. Philips Electronics may not unreasonably withhold its
consent to a request for an extension under the terms of the I'T TSLA. In the event that Philips Electronics would
fail to satisfy its obligations under the IT TSLA, the Group may suffer operational difficulties or loss. See “Risk
Factors—The Group relies on Royal Philips to perform certain services after the Separation, including with
respect to IT, and the Group may be unable to make, on a timely or cost-effective basis, the changes necessary to
operate as an independent company”, for more information.

The IT services that will be provided under the IT TSLA consist of certain (i) functional IT services; (ii) IT
infrastructure services; and (iii) IT application services. The scope of the IT services may be amended from time
to time.

For the provision of (parts of) the IT services, Philips Electronics depends on agreements with third parties
which may restrict or preclude the provision of IT services to the Group. While the Group is still under control of
Royal Philips (the “Internal IT Services Period”), Philips Electronics shall extend similar use and access rights
as it grants to any other group member in the Royal Philips group. When the Group is no longer under control of
Royal Philips (the “External IT Services Period”), Philips Electronics shall extend only limited use and access
rights. During the External IT Services Period, the Group is responsible for acquiring the right to use and to
benefit from third party software.

Under the Reverse IT TSLA, the Company shall provide certain IT services to members of the Royal Philips
group for a period of 12 months as of the date of the Separation. The terms and conditions of the Reverse IT
TSLA are largely similar to those of the IT TSLA. The Reverse IT TSLA further provides that the Company and
the Royal Philips group each have obligations in connection with the provision of IT services to Lumileds under
an IT TSLA between Philips Electronics and Lumileds dated 1 April 2015 and any amendments and restatements
made thereto, including those made as a result of any anticipated transaction following on which Royal Philips
no longer directly or indirectly owns 100% of Lumileds (the “Lumileds IT TSLA”). The Reverse IT TSLA lists
the services required to be delivered under the Lumileds IT TSLA and which are allocated to the Company.

Intellectual Property

Under the TMLA, Royal Philips has licensed certain trademarks to the Group, including the Philips
trademark, the Philips shield emblem and the brand line “innovation and you”. The Group was granted:

e an exclusive worldwide license for dedicated lighting products and services such as light sources, lighting
controllers and lighting related services;

e a sole worldwide license for, amongst other things, lighting systems designed for hospitals and medical
solar products; and

e a non-exclusive worldwide license for smart home/connected products controlling lighting systems for
domestic use such as switches and dimmers.
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The license was granted for a period of ten years commencing on the Effective Time. The term may be
extended with two periods of five years if certain financial targets in terms of net turnover are met and provided
that the Group as licensee has acted in compliance with the conditions of the TMLA. Net turnover is defined as
the Group’s gross invoiced sales for licensed products sold or otherwise disposed of and licensed services
performed, less any sales tax, environmental charges and commercial returns in unopened packaging. The
financial targets are a minimum combined net turnover in the sixth year of the initial license term of €3 billion
and a minimum combined net turnover of €2.5 billion in the first year of the second license term. If these targets
are not met, parties shall enter into good-faith discussions regarding potential renewal. The license is subject to
compliance with brand identity-, quality- and sustainability requirements. Both parties may terminate the
agreement in the event of certain material breaches that are not remedied timely and in case of bankruptcy of the
other party or certain of its affiliates. As a result, any such breach may result in damages to be paid to Royal
Philips and loss of the license for a subset or all products and services.

The Group has historically used the Philips brand name. The Group has historically incurred costs related to
the promotion of the Philips brand which have been allocated to the Group under IG&S. Such allocations are
reflected in the Combined Financial Statements. Under the TMLA, the Group is obliged to pay a royalty on the
net turnover of all licensed products and services. The applicable royalty percentages are 0.6% for the first five
years, 0.7% for the second five years and 1% after the tenth year. For the first ten years, a minimum annual
guaranteed royalty payment of €30 million applies. Thereafter, a minimum annual guaranteed royalty payment of
€20 million applies. The Group is also subject to various other obligations, including for example in respect of
control mechanisms and consumer care for the licensed products. The Group expects that the net effect of the
royalty payment to be made to Royal Philips under the TMLA annually will be approximately €20 million higher
than the historical costs allocated to the Group for promotion of the Philips brand that are reflected in the
Combined Financial Statements for the year ended 31 December 2015.

Under and subject to the conditions of the IP TLA, Royal Philips has transferred, licensed or otherwise
made available to the Group certain intellectual property rights deemed relevant for the Group’s business. The
Group, on its part, has licensed back certain intellectual property rights to Royal Philips for use within the scope
of Royal Philips’ business. No royalty payments in respect of licenses are due by the Group or by Royal Philips
under the IP TLA. For a description of the IP portfolio of the Group, see “Business—Intellectual Property™.

Under the CNLA, the Group has also secured the right to use the Philips company name for a period of
18 months after the date that it is no longer controlled by Royal Philips. Royal Philips may terminate the
agreement with immediate effect upon a change of control in relation to the Company or termination of the
TMLA. The agreement terminates automatically under certain limited circumstances such as bankruptcy of the
Company. Upon termination of the agreement, the Group will refrain from any use of the name “PHILIPS” as
part of its corporate identity and adopt a new trade name that is dissimilar from “PHILIPS”.

Insurance

The Separation Agreement provides that as from the Separation, the Group will cease to benefit from
coverage under existing Royal Philips local insurance policies for events occurring after the Separation Date. The
Separation Agreement also provides that as from the Settlement Date, the Group will cease to benefit from
coverage under existing Royal Philips global umbrella insurance policies.

The Separation Agreement further provides that for the Group to pursue coverage for events prior to the
Settlement Date under existing Royal Philips global umbrella insurance policies, it must notify the insurer of
such claim or circumstance within a fixed period. As part of the Separation, Royal Philips and the Group have
agreed that if the insured limit of a local policy up to the Separation Date, or a global umbrella insurance policy
up to the Settlement Date, is insufficient to pay out all coverage demands under such policy (through all primary
and excess layers), then the parties shall allocate the original full insured limits such that in principle one-third of
such limit is allocated to the Group and two-thirds of such limit is allocated to Royal Philips.

Access to Information

The Separation Agreement provides that the parties will exchange certain information reasonably required
to comply with requirements imposed on the requesting party by a government authority, or for use in any
proceeding or to satisfy audit, accounting or similar requirements. In addition, the parties will use commercially
reasonable efforts to make available to each other past and present directors, officers, other employees and agents
as witnesses in any legal, administrative or other proceeding in which the other party may become involved.

Advisor’s fees

The Separation Agreement provides that fees of professional advisors (such as financial and legal advisors as
well as accounting services providers), who have been engaged by Royal Philips prior to the Separation Date to
advise and assist with the preparation and implementation of the Separation, are for the account of Royal Philips.
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DIVIDEND POLICY

General

Under Dutch corporate law, the Company may only make distributions to its Shareholders if the Company’s
equity exceeds the sum of the paid-up and called-up share capital increased by the reserves as required to be
maintained by Dutch law or by the Articles of Association. Under the Articles of Association, the dividend pay-
out is a multi-stage pay-out which can be summarized as follows.

A dividend will be paid out of the profit for distribution on the Preference Shares (if any). The Board of
Management may, subject to the approval of the Supervisory Board and subject to Dutch law and the Articles of
Association, resolve that any amount remaining out of the profit after the distribution on Preference Shares will
be added to the reserves. The profit remaining after the distribution on Preference Shares and the reservation, will
be at the disposal of the General Meeting which may resolve to add the profits to the reserves or to distribute it
among the Shareholders.

Under the Articles of Association, distribution of profits as shown by the adopted annual accounts referred
to in Section 2:391 of the DCC (the “Annual Accounts”), will be made after the adoption of the Annual
Accounts from which it appears that they are permitted for the respective financial year, entirely without
prejudice to any of the other provisions of the Company’s articles of association.

Subject to the approval of the Supervisory Board and subject to Dutch law and the Articles of Association,
the Board of Management may resolve to distribute an interim dividend insofar as the Company’s equity exceeds
the amount of the paid-up and called-up part of the share capital increased with the reserves that should be
maintained pursuant to Dutch law or the Articles of Association. For this purpose, the Board of Management
must prepare an interim statement of assets and liabilities evidencing sufficient distributable equity.

Subject to the approval of the Supervisory Board, and subject to Dutch law and the Articles of Association,
the Board of Management may resolve to distribute a dividend in the form of Ordinary Shares to the
Shareholders.

According to the Articles of Association, dividends and other distributions will be due and payable no later
than thirty days after the date when they were declared, unless the body declaring the dividend determines a
different date.

Dividend History

The Company was incorporated on 1 February 2016 and has not made any dividend distributions on or prior
to the date of this Prospectus.

Dividend Policy

The Company is targeting an annual dividend pay-out ratio of 40% to 50% of continuing net income$ to be
paid out annually in cash. The Company expects the first dividend payment to take place in 2017, which will be
based on the results over the full year 2016. There can be no assurances that in any given year a dividend will be
paid. The payment of dividends, if any, and the amounts and timing thereof will depend on a number of factors,
including future revenue, profits, financial conditions, general economic and business conditions and prospects
and such other factors as the Board of Management may deem relevant as well as other legal and regulatory
requirements, many of which are beyond the control of the Company. There can be no assurances that the
Group’s performance will facilitate adherence to the dividend policy or any increase in the pay-out ratio and, in
particular, the Company’s ability to pay dividends may be impaired if any of the risks described in this
Prospectus were to occur. The Company is a holding company and its ability to generate income and pay
dividends is dependent on the ability of its subsidiaries to declare and pay dividends or lend funds to the
Company. In addition, the Company’s ability to pay dividends is subject to restrictions on the distribution of
dividends under Dutch law. See “Risk Factors—The payment of future dividends will depend on the Group’s
results of operations and financial condition, as well as on the Group’s operating subsidiaries’ distributions to
the Company”. Furthermore, the Company’s dividend policy is subject to change as the Board of Management
may revisit the Company’s dividend policy from time to time.

Manner and Time of Dividend Payments

Payment of any dividend in cash will in principle be made in euro. According to the Articles of Association,
the Board of Management may determine that distributions on Shares will be made payable either in euro or in
another currency. Any dividends that are paid to Shareholders through Euroclear Nederland, will be

8 Continuing net income is defined as recurring net income from continuing operations, or net income excluding discontinued operations
and excluding material non-recurring items.
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automatically credited to the relevant Shareholders’ accounts without the need for the Shareholders to present
documentation proving their ownership of the Shares. Payment of dividends on the Shares in registered form (not
held through Euroclear Nederland, but directly) will be made directly to the relevant Shareholder using the
information contained in the Company’s shareholders’ register and records.

Uncollected Dividends

A claim for any declared dividend and other distributions lapses five years and one day after the date those
dividends or distributions became payable. Any dividend or distribution that has not been claimed within this
period will be forfeited and will be carried to the reserves of the Company.

Taxation

Dividend payments on the Shares are generally subject to withholding tax in the Netherlands. See
“Taxation—Taxation in the Netherlands—Withholding tax”.
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CAPITALIZATION AND INDEBTEDNESS

Capitalization

The following table presents (i) the Group’s actual combined capitalization as of 31 March 2016;
(i1) adjustments for the effects of certain intragroup transactions in connection with the Offering as if they had
occurred on 31 March 2016; (iii) adjustments for debt financing in an aggregate amount of approximately
€1,179 million as if it had occurred on 31 March 2016; and (iv) the Group’s combined capitalization as of
31 March 2016, as adjusted to reflect the adjustments described in (ii) and (iii). As of 31 March 2016, Philips
Lighting Holding B.V. was the parent company of the Group. As a result of certain intragroup transactions, the
Company will become the parent company of the Group. See “Separation” for more information.

This table should be read in conjunction with the Condensed Combined Interim Financial Statements and
Combined Financial Statements and the information included in “Important Information—Presentation of
Financial Information”, “Selected Historical Financial Information” and “Operating and Financial Review”. See
“Description of Share Capital” for information concerning the Company’s share capital.

The Company will not receive any proceeds from the Offering, as the net proceeds will be received by the
Selling Shareholder. Therefore, the table below does not include any adjustment in respect of the net proceeds of
the Offering.

The ‘“adjustment” and “as adjusted” columns below are based upon a number of estimates, and the
corresponding final amounts will not be determinable until the transactions described in (ii) and (iii) above have
actually occurred. The actual impact of such transactions, which may differ, possibly materially, from the
estimates shown in the “adjustment” and “as adjusted” columns below, is expected to be reflected in the Group’s
financial information for the six months ending 30 June 2016.

In € millions Actual Adjustments As Adjusted
As of 31 Intragroup Debt As of 31
March 2016 @ Transactions @  Financing ® March 2016
Total current liabilities . . ... ..................... 2,761 (645) — 2,116
Guaranteed ............ .. ... i — — — —
Secured . ... ... — — — —
Unguaranteed/unsecured . . .................... 2,761 (645) — 2,116
Total non-current liabilities . ..................... 1,054 — 1,179 2,233
Guaranteed .......... ... — — 1,179 1,179
Secured ... ... — — — —
Unguaranteed/unsecured . . .................... 1,054 — 1,054
Businessequity .............. ... ... ... ... 3,121 (714) — 2,407
Owner’s netinvestment ...................... 3,011 (3,011) — —
Share premium .......... .. .. .. .. .. .. ... — 2,296 — 2,296
Share capital ......... ... .. .. . . . i — 1 — 1
Other ... — — — —
Non-controlling interest ...................... 110 — — 110
Total capitalization @ .. ... ..................... 6,936 (1,359) 1,179 6,756

(1) Financial information set forth in this column was derived from the Group’s balance sheet as of 31 March 2016 included in the
Condensed Combined Interim Financial Statements. As of 31 March 2016, Philips Lighting Holding B.V. was the parent company of the
Group. As a result of certain intragroup transactions, the Company will become the parent company of the Group.

(2) The Group estimates that certain intragroup transactions on or prior to the Settlement Date would result in the following adjustments to
the Group’s capitalization:

(i) a net decrease in unguaranteed/unsecured debt of €(645) million due to settlement of intragroup liabilities (including intragroup
liabilities in connection with the Separation);

(ii) a decrease in owner’s net investment of €3,011 million due to: (a) distribution in cash of $500 million (equivalent to €(439) million
based on the euro to U.S. dollar exchange rate of €1.00 = $1.1421 as of 6 May 2016) from the Group to Royal Philips; (b) a
decrease in owner’s net investment of €(908) million resulting from the contribution and sale by the Selling Shareholder to the
Company of all of the outstanding share capital of Philips Lighting Holding B.V.; and (c) a decrease in owner’s net investment of
€(1,664) million in connection with the contribution (at book value) by the Selling Shareholder to the Company of the U.S. business
of the Group;

(iii) an increase in share premium of €2,296 million due to: (a) an increase in share premium of €167 million resulting from the issuance
by the Company of 149,999,900 Ordinary Shares to the Selling Shareholder as part of the consideration for the contribution and sale
by the Selling Shareholder to the Company of all of the outstanding share capital of Philips Lighting Holding B.V.; (b) an increase
in share premium of €1,664 million in connection with the contribution (at book value) by the Selling Shareholder to the Company
of the U.S. business of the Group; (c) an increase in share premium of €427 million in connection with contribution in cash by the
Selling Shareholder to the Company in repayment of intragroup debt (representing the difference between short-term loans payable
to Royal Philips of €(645) million and short-term loans receivable from Royal Philips of €207 million, minus net decrease in cash of
€(11) million); and (d) an increase in share premium of €38 million due to recognition of a deferred tax asset resulting from
dissolution of the Netherlands tax group on or prior to the Settlement Date; and
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(iv) an increase in share capital of €1 million resulting from the issuance by the Company of 149,999,900 Ordinary Shares to the Selling
Shareholder in exchange for the contribution and sale by the Selling Shareholder to the Company of all outstanding share capital of
Philips Lighting Holding B.V.

The Group also expects to engage in certain other intragroup transactions which will not have any net effect on capitalization, including

loan and repayment of intragroup debt from the Selling Shareholder to the Company in an amount of €740 million in connection with the

contribution and sale by the Selling Shareholder to the Company of all of the outstanding share capital of Philips Lighting Holding B.V.

The actual amounts involved in the intragroup transactions may differ, possibly materially, from the amounts described above due to,

among other factors, (i) changes in working capital, including the effect of payments to third parties and payments by Royal Philips to

the Group of receivables under the Royal Philips cash pooling arrangements, (ii) the impact of foreign currency exchange rate
movements on the value of assets and liabilities, (iii) repayments by the Group of liabilities to third parties, (iv) new third party
borrowings by the Group, (e.g., local working capital funding in countries where cross-border cash flows are restricted); (v) changes in
the actual cash balances due to, among other factors, business performance of the Group from 31 March 2016 through the Settlement

Date and intercompany financing arrangements and (vi) the value of the business on or prior to the Settlement Date. On the Settlement

Date, the amount of the contribution in cash from Royal Philips to the Company (which is assumed to be €427 million as described

above) will be determined in order to achieve a net financial indebtedness of approximately €950 million, representing a ratio to 2015

EBITDA of approximately 1.5x, as of the close of business on the Settlement Date.

(3) On or prior to the Settlement Date, the Group expects to draw down $500 million (equivalent to €439 million based on the euro to
U.S. dollar exchange rate of €1.00 = $1.1421 as of 6 May 2016) and €740 million under the Term Loan Facility. The Group does not
expect to draw down any amounts under the Revolving Credit Facility immediately. The actual amounts drawn down under the Term
Loan Facility may differ from the amounts shown in the table due to foreign currency exchange rate movements in relation to the $500
million drawdown. See “Operating and Financial Review—Financing Structure Following the Offering” for a description of the Term
Loan Facility and the Revolving Credit Facility.

(4) Total capitalization is the sum of total current liabilities, total non-current liabilities and business equity.

Indebtedness

The following table presents (i) the Group’s combined indebtedness as of 31 March 2016; (ii) adjustments
for the effects of certain intragroup transactions in connection with the Offering as if they had occurred on
31 March 2016; (iii) adjustments for debt financing in an aggregate amount of approximately €1,179 million as if
it had occurred on 31 March 2016; and (iv) the Group’s combined capitalization as of 31 March 2016, as
adjusted to reflect the adjustments described in (ii) and (iii). As of 31 March 2016, Philips Lighting Holding B.V.
was the parent company of the Group. As a result of certain intragroup transactions, the Company will become
the parent company of the Group. See “Separation” for more information.

This table should be read in conjunction with the Condensed Combined Interim Financial Statements and
Combined Financial Statements and the information included in “Important Information—Presentation of
Financial Information”, “Selected Historical Financial Information” and “Operating and Financial Review”.

The “adjustment” and “as adjusted” columns below are based upon a number of estimates, and the
corresponding final amounts will not be determinable until the transactions described in (ii) and (iii) above have
actually occurred. The actual impact of such transactions, which may differ, possibly materially, from the
estimates shown in the “adjustment” and “as adjusted” columns below, is expected to be reflected in the Group’s
financial information for the six months ending 30 June 2016. The Group intends to achieve a net financial
indebtedness of approximately €950 million, representing a ratio to 2015 EBITDA of approximately 1.5x, as of
the close of business on the Settlement Date.

In € millions Actual Adjustments Adj?lited
As of As of
31 March Intragroup Debt 31 March
2016 ™ Transactions @  Financing ¢ 2016
A.Cash ... 258 (1,190) 1,179 247
B.Cashequivalent ......... ... .. ... 95 — — 95
C. Trading securities . ........... ... oo, — — — —
D. Liquidity (A)+ B)+(C) ... ... ..o 353 (1,190) 1,179 342
E. Current financial receivables ....................... 207 207) — —
F.Currentbankdebt............ ... ... ... ... .......... 52 — — 52
G. Current portion of non-currentdebt ................... 43 — — 43
H. Other current financial debt ......................... 645 (645) — —
I. Current financial debt (F) + (G)+H) ................ 740 (645) — 95
J. Net current financial indebtedness (I) - (E)- (D) ....... 180 752 1,179) (247)
K. Non-currentbank loans ............... ... ... ... ..... 18 — 1,179 1,197
L.Bondsissued ........... ... . ... i — — — —
M. Other non-current loans . ........................... — — — —
N. Non-current financial indebtedness (K) + (L) + (M) .. .. 18 — 1,179 1,197
O. Net financial indebtedness (J) + (N) @ 198 752 — 950

(1) Financial information set forth in this column was derived from the Group’s balance sheet as of 31 March 2016 included in the
Condensed Combined Interim Financial Statements. As of 31 March 2016, Philips Lighting Holding B.V. was the parent company of the
Group. As a result of certain intragroup transactions, the Company will become the parent company of the Group.
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The Group estimates that certain intragroup transactions on or prior to the Settlement Date would result in the following adjustments to

the Group’s indebtedness:

(1) anetdecrease in cash of €(1,190) million due to: (a) distribution of $(500) million (equivalent to €(439) million based on the euro to
U.S. dollar exchange rate of €1.00 = $1.1421 as of 6 May 2016) from the Group to Royal Philips; (b) repayment by the Group to
Royal Philips of intragroup debt in an amount of €(740) million; (c) repayment by Royal Philips to the Group of outstanding current
financial receivables in an amount of €207 million; (d) repayment by the Group to Royal Philips of short-term loans payable in an
amount of €(645) million; (e) contribution in cash by Royal Philips to the Company in an amount of €427 million;

(ii) a decrease in current financial receivables of €(207) million due to the repayment from Royal Philips to the Group of outstanding
current financial receivables; and

(iii) a decrease in other current financial debt of €(645) million due to repayment by the Group to Royal Philips of short-term loans
payable

The Group will also engage in certain other intragroup transactions which are not expected to have any net effect on capitalization,
including loan and repayment of intragroup debt from the Selling Shareholder to the Company in an amount of €740 million in
connection with the contribution and sale by the Selling Shareholder to the Company of all of the outstanding share capital of Philips
Lighting Holding B.V.
The actual amounts involved in the intragroup transactions may differ, possibly materially, from the amounts described above due to,
among other factors, (i) changes in working capital, including the effect of payments to third parties and payments by Royal Philips to
the Group of receivables under the Royal Philips cash pooling arrangements, (ii) the impact of foreign currency exchange rate
movements on the value of assets and liabilities, (iii) repayments by the Group of liabilities to third parties, (iv) new third party
borrowings by Group (e.g., local working capital funding in countries where cross-border cash flows are restricted), (v) changes in the
actual cash balances due to, among other factors, business performance of the Group from 31 March 2016 through the Settlement Date
and intercompany financing arrangements and (vi) the value of the business on or prior to the Settlement Date. On the Settlement Date,
the amount of the contribution in cash from Royal Philips to the Company (which is assumed to be €427 million as described above) will
be determined in order to achieve a net financial indebtedness of approximately €950 million, representing a ratio to 2015 EBITDA of
approximately 1.5x, as of the close of business on the Settlement Date.

On or prior to the Settlement Date, the Group expects to draw down $500 million (equivalent to €439 million based on the euro to

U.S. dollar exchange rate of €1.00 = $1.142 as of 6 May 2016) and €740 million under the Term Loan Facility. The Group does not

expect to draw down any amounts under the Revolving Credit Facility immediately. The actual amounts drawn down under the Term

Loan Facility may differ from the amounts shown in the table due to foreign currency exchange rate movements in relation to the

$500 million drawdown. See “Operating and Financial Review—Financing Structure Following the Offering” for a description of the

Term Loan Facility and the Revolving Credit Facility.

The Group had EBITDA of €646 million for the year ended 31 December 2015. As adjusted for debt financing and based on the

transactions and assumptions described herein, the Group is therefore expected to have a net financial indebtedness to 2015 EBITDA

ratio of approximately 1.5x, as of the close of business on the Settlement Date with the ability to reduce leverage over time (excluding
temporary increases in leverage as a result of acquisitions). See “Operating and Financial Review—Non-IFRS measures” for more

information on non-IFRS financial measures and reconciliation of EBITDA for the year ended 31 December 2015.

The Group does not have any indirect or contingent indebtedness other than the contractual obligations and

contingent liabilities described in Note 14 to the Condensed Combined Interim Financial Statements and Notes
E.24 and E.26 to the Combined Financial Statements.
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SELECTED HISTORICAL FINANCIAL INFORMATION

The selected combined financial information of the Group as of and for the years ended 31 December 2015,
31 December 2014 and 31 December 2013 set forth below have been derived from the Combined Financial
Statements included elsewhere in this Prospectus, which have been prepared in accordance with IFRS and
audited by KPMG, independent auditors.

The selected combined financial information of the Group as of and for the three-month period ended
31 March 2016 set forth below, have been derived from the Condensed Combined Interim Financial Statements
included elsewhere in this Prospectus, which has been prepared in accordance with International Accounting
Standards (“IAS”) 34. The selected combined financial information of the Group as of and for the comparative
three-month period ended 31 March 2015 set forth below, have also been derived from the Condensed Combined
Interim Financial Statements. EY has issued a review report of the Condensed Combined Interim Financial
Statements as of and for the three month period ended 31 March 2016 as set forth in their report thereon
included in the Condensed Combined Interim Financial Statements.

The following information should be read in conjunction with the information contained in “Important
Information—Presentation of Financial and Other Information”, “Capitalization and Indebtedness”,
“Operating and Financial Review”, the Condensed Combined Interim Financial Statements, including the notes
thereto, the Combined Financial Statements, including the notes thereto and the auditor’s report thereon and
other financial data appearing elsewhere in this Prospectus.

The Group historically did not exist as a reporting group and no separate (statutory) consolidated financial
statements were therefore prepared. Accordingly, to allow for the evaluation of the historical financial results of
the Group’s business, the Group has prepared the Combined Financial Statements and the Condensed Combined
Interim Financial Statements. For additional information, see “Operating and Financial Review—Basis of
Preparation of Financial Information”.

The following tables present the Group’s combined income statement, the Group’s combined balance sheet,
the Group’s combined cash flows statement and information regarding the Business Groups for the periods or as
of the dates indicated.

Combined Statements of Income

For the three months

ended 31 March For the year ended
In € millions (unaudited) 31 December
2016 2015 2015 2014 2013

SalesS .. 1,702 1,727 7,465 6,981 7,129
Costofsales .........iiiiiii i (1,075) (1,106) (4,810) (4,671) (4,573)
Grossmargin . ............. ... 627 621 2,655 2,310 2,556
Selling eXPenses ... ....vuvtte e (430) (430) (1,751) (1,657) (1,722)
Research and development expenses ...................... (90) (88) (366) (395) (375)
General and administrative eXpenses . ..................... 49) (50) (233) (223) (233)
Impairment of goodwill ........ ... ... ... .. ... .. ... ... 2) — — 2) (26)
Other business INCOME . .. ..o vt it i e eenn 18 2 48 13 31
Other buSINeSs EXPENSES . . v o v vt v v te et ee e eeeeenn 3) — 22) ) (18)
Income from operations . .............................. 71 55 331 41 213
Financial income .. ......... ... ... ... . .. 4 — 3 3 3
Financial expenses ............... oo, 21 2) (11) ©)) @)
Income beforetaxes .................. .. .. ... .. ... .... 54 53 323 35 212
Income tax eXPense . . ... vvvvtn e (40) (23) (83) (66) 45)
Income aftertaxes ............. .. ... ... .. . . ... ... 14 30 240 31) 167
Results relating to investments in associates ................ — — — 2 1
Netincome (I0SS) .......... ... . i, 14 30 240 (29) 168
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Combined Balance Sheets

In € millions

Non-current assets
Property, plant and equipment:

ALCOSE oo
Less accumulated depreciation ....................

Total property, plant and equipment ....................
Goodwill . ...

Intangible assets:

ALCOSE oot
Less accumulated depreciation . ...................

Total intangible assets . ...........c..oiiuiininnenan. .
Non-current receivables . ................citiiin...
Investments in associates . ...............itiiiinran...
Other non-current financial assets ......................
Deferred tax assets . ...t
Other non-current assets . ... ......ouii i ennnnenn..

Total non-current assets ............................

Current assets

Inventories . ........... i
Other Current assets . ... ......oviiriir i,
Derivative financial assets ....................co..u...
Income taxreceivable ... ....... ... ... ... . . ... . . ... ...

Receivables:

Accounts receivable .............. ... ... ... .....

Accounts receivable from related parties—Royal Philips

Other current receivables . ... .....................

Total receivables ............. ..
Assets classified as held forsale .......................
Short-term loans receivable from Royal Philips ...........
Cash and cashequivalents ............................

Total currentassets ................................
Totalassets . ............... i,

Equity

Owner’s net investment . .................ouuuenennn..
Non-controlling interest .. .............coveiuienen ..

Businessequity ............. .. .. ... ... ..

Non-current liabilities

Long-termdebt . ....... ... .. .. .
Long-term provisions . ... ..........veueuienennenen. .
Deferred tax liabilities ............ .. ...,
Other non-current liabilities .. ............. ... .. ... ....

Total non-current liabilities .........................

Current liabilities

Short-termdebt . ....... ... .. .. . ..
Short-term loans payable to Royal Philips . ...............
Derivative financial liabilities .........................
Income tax payable . ........... ... i

Account and notes payable:

Trade creditors .. ...... ... .. .. . ..
Accounts payable to related parties — Royal Philips . . . .

Total account and notes payable .....................
Accrued liabilities ......... ... ... .. .. L
Short-term provisions . .. .........c...ouvenenenaen ..

Liabilities associated with assets classified as held for sale

Other current liabilities . ............. ... ... .......
Total current liabilities .............................
Total liabilities ............... ... ... .. ... .......
Total liabilities and business equity ...................

As of
31 March
(unaudited) As of 31 December
2016 2015 2014 2013

2,634 2,620 2,840 2,767
(2,031)  (1,986) (2,118) (1,937)

603 634 722 830
1,781 1,844 1,676 1,458

2196 2,192 2,120 1,799
(1,391)  (1,336) (1,214) (1,027)

805 856 906 772
16 20 10 8
23 23 24 27
58 8 23 22

409 259 241 212
19 15 4 4

3,714 3,659 3,606 3,333

1,010 988 996 983
48 46 65 52
10 9 17 20
30 25 8 7
1,344 1,436 1,455 1,289
65 83 3 13
103 80 87 69
1,512 1,599 1,545 1,371
52 34 20 15
207 — — —
353 83 75 49

3202 2784 2726 2,497
6,936 6443 6332 5830

3,011 3513 3495 3297
110 103 88 2

3121 3,616 3,583 3,299

18 2 41 6
678 350 461 348
38 126 150 132
320 159 158 145
1,054 637 810 631
95 86 49 2
645 — — —
13 7 15 22
23 6 14 10
765 940 847 867
147 111 37 20
912 1,051 884 887
404 459 447 459
266 263 240 227
10 6 — —
393 312 290 293

2,761 2,190 1,939 1,900
3815 2,827 2749 2531
6,936 6443 6332 5830




Combined Statements of Cash Flows

In € millions

Cash flows from operating activities

Netincome (I0SS) . ......... ... i,

Depreciation, amortization & impairments of non-financial assets . . . .
Impairment of non-current financial assets ......................
Net gainon sale of assets . ..........c.oouiiiininnnnenenan...
Interest inCOMe . ...ttt
Interest expense on debt, borrowings and other liabilities ...........
Income tax EXPensSe . . . ..ottt
Share-based compensation . ............... ...,

Decrease (increase) in working capital ................. ... .. ....
Decrease (increase) in receivables and other current assets . . . . .
Decrease (increase) in inventories ................c..c..uu...

Increase (decrease) in accounts payable, accrued and other

current liabilities . ... ...... . .. . . . . e

Increase (decrease) in non-current receivables, other assets and other

liabilities ... ...t
Increase (decrease) in provisions . ..............c...ooeuenenon...
Decrease (increase) in assets classified as held forsale .............
Interestpaid . .. ...t
Income taxes paid ... ..... ...

Net cash provided by operating activities . .....................

Cash flows from investing activities

Net capital expenditures . .............couiuinininnnnnenenan.
Additions of intangible assets ........... ... . .. . ...
Capital expenditures on property, plant and equipment . .......
Proceeds from disposal of property, plant and equipment . . . .. ..

Proceeds from other non-current financial assets ..................

Purchase of businesses, net of cash acquired .....................

Dividends received from investments in associates ................

Net cash used in investing activities ..........................

Cash flows from financing activities

Funding by (distribution to) Royal Philips .......................
Capital contribution from Royal Philips .. .......................

Proceeds from issuance (payments) of debt ......................

Net cash used for financing activities .........................
Net cash (used for) provided by continuing operations . . .........
Effects of changes in exchange rates on cash and cash equivalents . . . .
Cash and cash equivalents at beginning of period .................

Cash and cash equivalents at end of period ....................
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For the three months

ended 31 March For the year ended
(unaudited) 31 December
2016 2015 2015 2014 2013
14 30 2490 (29) 168
78 73 315 381 390
3 — 4 — —
-» - @2 2 M
@ — 3 & 6
18 2 7 9 4
40 23 83 66 45
6 7 24 22 27
(102) 79 209  (33) (231)
28 28— (17) (206)
(47)  (65) 29 114 (94)
(83) 116 180 (130) 69
(63) 2 29 — 4
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Business Group Information

The Group’s business is organized and managed on a functional basis by technology and end-markets
through four operating Business Groups: BG Lamps, BG LED, BG Professional and BG Home. Certain
innovation activities of the Group, as well as certain costs related to the headquarters of the Group, are not
reflected in the financial results of the Business Groups, and are described under the caption “Other” in this

Prospectus.
BG

BG BG Profes- BG
In € millions Lamps LED sional Home Other Total
For the three months ended 31 March 2016 (unaudited)
SalesS .. 615 355 601 124 7 1,702
Income from operations . ................. ..., 113 19 25 (15 @2n 71
For the three months ended 31 March 2015 (unaudited)
Sales .. 727 275 610 112 3 1,727
Income from operations . ................. ..., 106 2 (19  (19) (15 55
For the year ended 31 December 2015
Sales .. 2,850 1,334 2,757 515 9 17,465
Income from operations . ................. ..., 403 66 14 (73) (79) 331
For the year ended 31 December 2014
Sales .. 3,119 958 2,420 482 2 6,981
Income from operations . ................. ..., 356  (62) 56) (70) (127) 41
For the year ended 31 December 2013
Sales .. 3,557 772 2,308 490 2 7,129
Income from operations . ................. ..., 586  (20) (75) (152) (126) 213
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OPERATING AND FINANCIAL REVIEW

This operating and financial review should be read in conjunction with the rest of this Prospectus, including
the information set forth in “Important Information”, “Capitalization and Indebtedness” and “Selected
Historical Financial Information” and the information set forth in the Combined Financial Statements and the
Condensed Combined Interim Financial Statements.

The Combined Financial Statements as of and for the years ended 31 December 2015, 2014, and 2013 have
been derived from the consolidated financial statements of Royal Philips. The Combined Financial Statements
have been prepared in accordance with IFRS as adopted by the EU and in accordance with IFRS as issued by the
IASB. References to “IFRS” should be construed as references to International Financial Reporting Standards
as adopted by the EU and as issued by the IASB. The Combined Financial Statements have been prepared based
on “carve-out” financial information from the consolidated financial statements of Royal Philips for the purpose
of presenting the financial position, results of operations and cash flow of the Group on a stand-alone basis. The
Combined Financial Statements have been prepared on a going-concern basis. The Combined Financial
Statements have been audited by KPMG as set forth in their report thereon included in the Combined Financial
Statements.

The Condensed Combined Interim Financial Statements for the three month periods ended 31 March 2016
and 2015 and as of 31 March 2016 have been prepared on the basis of IAS 34. The Condensed Combined Interim
Financial Statements do not include all of the information required for the Combined Financial Statements and
should be read in conjunction with the Combined Financial Statements. EY has issued a review report of the
Condensed Combined Interim Financial Statements as of and for the three month period ended 31 March 2016
as set forth in their report thereon included in the Condensed Combined Interim Financial Statements.

For a discussion of the presentation of the Group’s historical financial information included in this
Prospectus, see “—Basis of Preparation of Financial Information”.

This operating and financial review contains forward-looking statements that involve risks and
uncertainties. The Group’s future results could differ materially from those discussed below. Factors that could
cause or contribute to such differences include, without limitation, those discussed in particular in the sections
entitled “Risk Factors” and “Business” and elsewhere in this Prospectus. See “Important Information—
Forward-Looking Statements” for a discussion of the risks and uncertainties related to those statements.

Overview

The Group is a global market leader in the general lighting market measured by sales with recognized
expertise in the development, manufacturing and application of innovative lighting products, systems and
services. The Group has pioneered many of the key breakthroughs in lighting over the past 125 years, including
incandescent lighting, HID lamps, fluorescent lighting and CFL, and has been a driving force behind several
technological transitions, laying the basis for its current strengths and its leading position in the transition of the
lighting industry from conventional lighting technologies to LED lighting technologies as well as lighting
systems (including connected lighting systems) and services. The Group has a strong track record in innovation
and invests heavily in R&D (for the year ended 31 December 2015, 4.9% of sales) to stay at the forefront of
technological developments. It has a strong patent portfolio with over 14,000 patent rights, which it believes is
more than any of its competitors, and a licensing program with over 600 licensees as of 31 March 2016.

The Group believes that it is well positioned across the lighting value chain and has a focus on the general
lighting market. The Group’s light source product portfolio includes incandescent lamps, halogen lamps,
fluorescent lamps, LFLs, CFLs, HID lamps and LED lamps. In addition, the Group offers electronic components,
such as electronic ballasts and drivers, as well as complete luminaires for consumers and professional users. The
Group also places emphasis on offering innovative, integrated and customized lighting systems and services,
including light management systems and value-added services such as energy audits, light design and
engineering as well as remote monitoring and managed services. The Group’s products are used for illumination
and visualization in a variety of applications for general lighting, in particular residential, road and street,
architectural, office, industrial, retail and hospitality lighting. The Group also produces light sources and systems
for special applications, such as projection, cinema, entertainment, city beautification (i.e., dynamic architectural
lighting) and horticulture as well as water purification (e.g., disinfection with ultraviolet radiation). The
combined LED and automotive lighting components businesses of Royal Philips were separated into a stand-
alone company in 2015. The lighting components and automotive lighting businesses are not reflected in the
financial results of the Group.

The Group has a global reach with commercial activities that cover approximately 180 countries. The Group
has operational manufacturing plants in 22 countries in all major regions of the world, and more than 70 sales
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offices worldwide. The Group handles commercial activities in countries without a sales organization via
independent distributors and agents who cooperate closely with the Group’s international sales organization.

The Group has secured the right to use the Philips brand for products and services for an initial period of
ten years following the Separation. This term may be extended with two periods of five years if certain financial
targets in terms of net turnover are met and provided that the Group as licensee has acted in compliance with the
conditions of the trademark license agreement. The brand license is subject to royalty payments. The Group
expects that the net effect of the royalty payment to be made to Royal Philips under the trademark license
agreement annually will be approximately €20 million higher than the historical costs allocated to the Group for
promotion of the Philips brand that are reflected in the Combined Financial Statements for the year ended
31 December 2015.

For the year ended 31 December 2015, the Group’s sales were €7,465 million (2014: €6,981 million;
2013: €7,129 million), the Group’s income from operations was €331 million (2014: €41 million; 2013:
€213 million), the Group’s adjusted EBITDA (unaudited) was €739 million (2014: €665 million; 2013:
€659 million) and the Group’s free cash flow (unaudited) was €632 million (2014: €355 million; 2013:
€84 million). For the three-month period ended 31 March 2016, the Group’s sales were €1,702 million, the
Group’s income from operations was €71 million, the Group’s adjusted EBITDA (unaudited) was €161 million
and the Group’s free cash flow (unaudited) was €(78) million. As of 31 March 2016, the Group employed
approximately 36,350 FTEs worldwide. See also “—Non-IFRS Financial Measures”.

Description of segments

The Group’s business is organized and managed on a functional basis by technology and end-markets
through four operating business groups: BG Lamps, BG LED, BG Professional and BG Home (“Business
Groups” or “BGs”). BG Lamps comprises the Group’s conventional lamps and lamp electronics businesses; BG
LED comprises the Group’s LED lamps and LED electronics businesses; BG Professional comprises the Group’s
professional luminaires, lighting systems and services businesses; and BG Home comprises the Group’s
consumer luminaires and home systems businesses. Each Business Group is responsible for the development of
its strategy, its product portfolio and the production and sourcing of its products. Certain costs, not reflected in
the financial results of the Business Groups, relating to centralized shared services with respect to, among other
functions, legal, finance, human resources, business transformation, strategy and marketing, innovation and
operations, are described under the caption “Other” in this Prospectus.

In addition, the Group’s commercial organization is structured along four geographical market groups to
manage its global sales channels: Europe, Americas, Growth Markets and Greater China (“Market Groups” or
“MGs”). The Group manages certain businesses (the “Global Businesses”) on a global basis rather than on a
geographical market basis, including digital projection, licensing programs, entertainment and the Modular and
Luceplan brands.

For the three month period ended 31 March 2016, the BG Lamps had the highest sales of any Business Group at
€615 million or 36.1% of total Group sales, followed by BG Professional (€601 million or 35.3%), BG LED
(€355 million or 20.9%) and BG Home (€124 million or 7.3%). For the same period, BG Lamps had the highest
EBITDA (unaudited) of any Business Group at €136 million or 91.3% of total Group EBITDA, followed by BG LED
(€24 million or 16.1%), BG Professional (€13 million or 8.7%) and BG Home (€(12) million or (8.1)%).

Basis of Preparation of Financial Information
Basis of preparation of Combined Financial Statements

The Group historically did not exist as a reporting group and no separate (statutory) consolidated financial
statements were therefore prepared. The Combined Financial Statements consist of the activities of the former
lighting business of Royal Philips, representing the activities, assets and liabilities of the lighting sector of Royal
Philips and the lighting-related activities of the IG&S (Innovation, Group & Services) sector of Royal Philips
that relate to or have been assigned to the lighting business of Royal Philips. The Group’s business was
historically conducted through separate legal entities only engaged in lighting activities as well as through legal
entities also engaged in Royal Philips (comprising the consumer lifestyle and healthcare businesses of Royal
Philips) or IG&S activities. Approximately 93 legal entities contained both Group and Royal Philips or IG&S
activities. In addition, 57 legal entities were dedicated Group legal entities. Accordingly, to allow for the
evaluation of the historical financial results of the Group’s business access, the Group has prepared the
Combined Financial Statements.

The Group has not previously prepared stand-alone financial statements. Therefore, the Combined Financial
Statements are the first IFRS financial statements of the Group in which IFRS 1 (First-time Adoption of
International Financial Reporting Standards) has been applied. IFRS 1 sets out the procedures that an entity must
follow when it adopts IFRSs for the first time as the basis for preparing its general purpose financial statements. As
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a first-time adopter, the Group has applied the exemption under IFRS 1.D13(a) to deem the cumulative foreign
exchange differences to be zero at 1 January 2013 (the date of transition). Since the Group did not previously
prepare combined financial statements, and accordingly does not have any previous GAAP for purposes of the
Combined Financial Statements, the Group is not required to present reconciliations as per IFRS 1.

The accounting policies applied in the Combined Financial Statements are, to the extent applicable,
consistent with accounting policies applied in the consolidated financial statements of Royal Philips. As a result,
the Combined Financial Statements have been prepared according to IFRS 1.D16(b) and, apart from the applied
exemption, reflect the carrying amounts that are included in the consolidated financial statements of Royal
Philips.

The Combined Financial Statements have been prepared based on “carve-out” financial information from
the consolidated financial statements of Royal Philips for the purpose of presenting the financial position, results
of operations and cash flows of the Group on a stand-alone basis. The Combined Financial Statements were
prepared in accordance with IFRS as adopted by the EU. All standards and interpretations issued by the IASB
and the IFRS Interpretations Committee effective year-end 2015 have been endorsed by the EU, except that the
EU did not adopt some of the paragraphs of IAS 39 applicable to certain hedge transactions. The Group has no
hedge transactions to which these paragraphs are applicable. Consequently, the accounting policies applied by
the Group also comply with IFRS as issued by the IASB.

The Combined Financial Statements have been prepared on a going concern basis.
The Combined Financial Statements have been audited by KPMG.

For further detail on the information presented in this section, please see Note C to the Combined Financial
Statements.

The following is a summary of how certain items were treated in the preparation of the Combined Financial
Statements.

Combined income statements

Royal Philips historically charged central IG&S costs, such as IT, finance and accounting, HR, real estate
and other central support services, to its sectors mainly based on activity (headcount, floor area, etc.), sales or
gross margin. As a result of the foregoing, a significant portion of the IG&S costs were already charged to the
lighting sector of Royal Philips. The combination of the lighting-related activities of IG&S mainly resulted in
additional allocation of previously unallocated costs to the Group. Previously unallocated costs mainly comprise
Royal Philips funded research programs, Royal Philips overhead and other items such as restructuring and
foreign exchange results. The allocation to the Group of previously unallocated costs is based on activity.

Royal Philips-funded research costs were allocated according to the project-level administration of the
business for which the activity has been performed.

Royal Philips overhead includes central finance functions, including tax and treasury, HR, strategy, business
transformation, brand, communication & digital, legal and general management, including the Royal Philips
Executive Committee. The costs of Royal Philips overhead have been allocated to the Group based on estimated
activity levels and the relation of these functions to the Group and Royal Philips.

Other items of IG&S, such as restructuring costs, foreign exchange results and other items, have been
allocated to the Group based on its relative share in overall costs of IG&S.

Employee benefit expenses and other operational costs were allocated to the Group based on activity.
Depreciation and amortization were assigned to the Group based on the split of related assets.

Interest expense recorded in the Combined Financial Statements does not include any allocation of interest
incurred by Royal Philips or interest on funding provided as part of the owner’s net investment.

Combined balance sheets

The Combined Financial Statements include the assets and liabilities previously reported as part of the
Royal Philips lighting sector as well as the lighting-related assets and liabilities of IG&S, which have been
determined in the following manner:

*  Property, plant and equipment: Property plant and equipment held centrally in IG&S has been assigned
fully to either Royal Philips or the Group based on main user of the asset.

e Intangible assets: Intangible assets held in IG&S mainly comprise IT related assets, which have been
allocated between Royal Philips and the Group based on relative usage.

108



e Trade and other receivables: Unless balances could be specifically assigned to either Royal Philips or the
Group, these balances were allocated based on relative percentage of net Royal Philips or net Group sales of
IG&S, which approximates allocation on an item-by-item basis.

e Trade and other payables: Unless payables could be specifically assigned to either Royal Philips or the
Group, these balances are allocated to either Royal Philips or the Group based on the relative percentage of
the external costs in IG&S, which approximates allocation on an item-by-item basis.

e Accrued liabilities: Unless accruals could be specifically assigned to either Royal Philips or the Group, these
accruals were allocated based on headcount or using a cost allocation ratio, depending on the specific nature
of the balance.

Combined cash flow statements

The combined statements of cash flow included in the Combined Financial Statements have been prepared
using the indirect method, whereby profit or loss is adjusted for the effects of transactions of a non-cash nature,
any deferrals or accruals of past or future operating cash receipts or payments, and items of income or expense
associated with investing or financing cash flows. For a number of reasons, principally the effects of translation
differences and acquisitions and disposals, certain items in the combined statements of cash flows do not
correspond to the changes between the combined balance sheets amounts for the respective items. Cash deposits
of Royal Philips are pooled and transferred to a central treasury function on a daily basis wherever possible.
Amounts for cash, cash equivalents and debt are reflected in the Combined Financial Statements only for those
activities of the Group that operated or existed in separate dedicated Group legal entities, during the period of the
Combined Financial Statements. For all other activities, changes in cash and debt balances form part of the line
item funding by (distribution to) Royal Philips.

Funding by (distribution to) Royal Philips as reflected in the combined statements of cash flows under cash
flows from financing activities differs from the movement in funding in the combined statements of changes in
business equity, as a result of the following:

e Foreign exchange translation adjustments related to cash balances of dedicated Group entities are reflected
in the combined statements of cash flows. For all other activities, funding balances with Royal Philips are
presented as part of owner’s net investment and accordingly, foreign currency translation adjustments
arising upon consolidation of these balances are also included in owner’s net investment; and

e Income taxes of all entities of the Group that are calculated on a separate return basis. Due to the fact that
certain Group entities did not file separate tax returns, but were part of a Royal Philips consolidated tax
group, tax balances are deemed either contributed or distributed to the shareholder, Royal Philips, and have
therefore been accounted for as business equity transactions with Royal Philips.

Pensions

Royal Philips is the sponsor of Royal Philips group defined benefit plans that are externally funded. The net
liabilities of these Royal Philips group defined benefit plans are recognized at the Royal Philips level only, and
are not included in the Combined Financial Statements. Royal Philips group defined benefit plans are accounted
for in accordance with the Royal Philips policy for charging pension costs to the participating entities. The
service cost in Royal Philips group defined benefit plans are allocated to the participating companies, including
the Group. Cash contributions to externally funded plans occur at Royal Philips and no further cash of the
participating companies of the Group is requested other than their share in the cost.

The only Group defined benefit plan is the mandatory end of service benefit of the GLC joint venture in
Saudi Arabia, which has no external funding. The liability of such a plan is equal to the defined benefit obligation
as determined under the guidance of IAS 19 and as calculated by a local actuary. The liability is included in the
balance sheet under provisions.

The Group assumed liabilities from Royal Philips at the date of Separation, including pension obligations.
These pension obligations are not reflected in the Combined Financial Statements of the Group as the legal
obligation did not exist prior to the date of Separation. For more information on assumed net pension obligations
for periods prior to the Separation Date, see “Corresponding pension liabilities assumed as part of the legal
separation on 1 February 2016 in Note E.19 to the Combined Financial Statements.

Interest expense

Cash deposits of Royal Philips are pooled and transferred to a central treasury function on a daily basis
where possible. Amounts for cash, cash equivalents and debt are reflected in the Combined Financial Statements
only for those activities of the Group which operated or existed in separate legal entities dedicated to the lighting
business, during the period of the Combined Financial Statements. For all other activities, cash and debt balances
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with Royal Philips have been presented as part of the owner’s net investment. The funding structure is therefore
not necessarily representative of the financing that would have been reported if the Group operated on its own or
as an entity independent from Royal Philips during the periods presented, nor is it indicative of the financing that
may arise in the future. In particular, interest expense recorded in the Combined Financial Statements does not
include any allocation of interest incurred by Royal Philips or any interest on funding provided to the Group as
part of the owner’s net investment.

The Group’s participation in the Royal Philips funding program is expected to be replaced in the third
quarter of 2016 by a funding program operated by Philips Lighting Holding B.V., a subsidiary of the Group, that
will provide cash pooling arrangements, clearing and settlement of intra-group and external payables and
receivables and financing and liquidity investment opportunities to participating members of the Group.

Income taxes

The Group legal entities and businesses historically filed a consolidated tax return with other Royal Philips
activities or entities for the majority of their jurisdictions. For the purpose of the Combined Financial Statements,
income taxes have been computed and reported using the separate return method. The resulting deferred tax
assets and liabilities have been accounted for using the asset and liability approach. The Group estimates the
income taxes for each of the jurisdictions in which they operate. This involves estimating their actual current tax
exposures and assessing temporary and permanent differences resulting from differing treatment of items, such
as reserves and accruals, for tax and accounting purposes.

The Group considers the separate tax return method to be reasonable, but it does not necessarily result in the
same amounts that would have been incurred if the Group entities were separate taxable entities. The separate
taxable entities assumption implies that current and deferred taxes of all Group entities are calculated separately,
and any resulting deferred tax assets are evaluated for utilization following this assumption.

In certain jurisdictions, the Group operations were included with other Royal Philips operations in a
consolidated Royal Philips tax return. Accordingly, income tax associated with these tax groups was reported in
the consolidated financial statements of Royal Philips and paid by Royal Philips. The effects of being included in
the Royal Philips consolidated tax returns, including the utilization of any historical net operating losses, have
been recorded as part of owner’s net investment in business equity. The cash flow statement presents taxes
actually paid by tax groups within the Group; the effects of being included in the Royal Philips consolidated tax
returns have not been included.

Basis of preparation of Condensed Combined Interim Financial Statements

The Condensed Combined Interim Financial Statements consist of the activities of the former lighting
business of Royal Philips, representing the activities, assets and liabilities of the lighting sector of Royal Philips
and the lighting-related activities of the IG&S sector of Royal Philips that relate to or have been assigned to the
former lighting business of Royal Philips. The Condensed Combined Interim Financial Statements therefore
present the financial position, results of operations and cash flows of the Group as of and for the three month
period ended 31 March 2016 on a combined basis.

On 1 February 2016, Royal Philips and the Group entered into a master separation agreement and a set of
ancillary agreements, together effectuating the separation of their respective businesses and providing a framework for
the relationship between Royal Philips and the Group thereafter. See “Separation” for more information.

The Condensed Combined Interim Financial Statements have been prepared under IFRS, as endorsed by the
EU and in accordance with IAS 34 (Interim Financial Reporting).

The Condensed Combined Interim Financial Statements are unaudited and does not contain all the
information and disclosures included in the Combined Financial Statements, and should be read in conjunction
with the Combined Financial Statements.

The accounting policies applied in the Condensed Combined Interim Financial Statements are consistent with
those applied in the Combined Financial Statements. Refer to Note D.26 to the Combined Financial Statements, which
sets out IFRS accounting standards to be adopted as from 2016 and onwards that may be the most relevant to the
Group and which did not materially impact the Condensed Combined Interim Financial Statements.

Transactions and balances previously reported as part of the continuing operations of the former lighting
business of Royal Philips have been directly attributed to the Group. However, transactions and balances
previously reported as part of the IG&S sector of Royal Philips have been attributed to the Group based on
specific identification or allocation. Allocations were made using relative percentages of net sales, headcount,
floor area usage or other methods, which are considered reasonable.
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The preparation of the Condensed Combined Interim Financial Statements required management to make
judgments, estimates, and assumptions that affect the application of accounting policies and the reported amounts
of assets and liabilities, income and expense. Actual results may differ from the estimates. In preparing the
Condensed Combined Interim Financial Statements, the significant estimates and judgments made by
management in applying the accounting policies and the sources of estimation uncertainty were the same as those
applied to the Combined Financial Statements. See “—Ceritical Accounting Estimates” for more information.

EY has issued a review report of the Condensed Combined Interim Financial Statements as of and for the
three month period ended 31 March 2016.

Key Financial Performance Measures

The following table sets forth the key financial performance measures of the Group for the three month
periods ended 31 March 2016 and 2015 and for the years ended 31 December 2015, 2014 and 2013.

For the three month
period ended For the
31 March year ended

In € millions, except percentages (unaudited) 31 December

2016 2015 2015 2014 2013
Sales .. 1,702 1,727 7,465 6,981 7,129
Comparable sales growth (%) (unaudited) ™ .............. (1.3)% — 3.5% (0.8)% —
Adjusted gross margin ratio (%) (unaudited) @ ............ 37.6% 36.8% 36.6% 369% 36.4%
Income from operations ............... .. ... ... 71 55 331 41 213
EBITA (unaudited) ® .. ... ... ... ... . ., 100 81 438 149 380
Adjusted EBITA (unaudited) @ ........................ 121 110 547 476 453
Adjusted EBITA ratio (%) (unaudited) ® ................ 7.1% 6.4% 7.3% 6.8% 6.4%
EBITDA (unaudited) © .. ... ... ... ... .. ... .. ........ 149 128 646 422 603
Adjusted EBITDA (unaudited) @ . ...................... 161 155 739 665 659
Adjusted EBITDA ratio (%) (unaudited) ® .. ............. 9.5% 9.0% 9.9% 9.5% 9.2%
Free cash flow (unaudited) ® .. ........................ (78) 156 632 355 84

(1) The Group defines comparable sales growth as the period-on-period growth in sales excluding the effects of currency movements and
changes in consolidation. See “—Non-IFRS financial measures—Comparable sales growth (unaudited)” for more information on non-
IFRS financial measures and reconciliation of comparable sales growth for the three month periods ended 31 March 2016 and 2015 and
the years ended 31 December 2015, 2014 and 2013.

(2) The Group defines adjusted gross margin ratio as gross margin, excluding restructuring costs, acquisition-related charges and other
incidental charges attributable to cost of sales, divided by sales. See “—Non-IFRS financial measures—Adjusted gross margin ratio
(unaudited)” for more information on non-IFRS financial measures and reconciliation of adjusted gross margin ratio for the three month
periods ended 31 March 2016 and 2015 and the years ended 31 December 2015, 2014 and 2013. See “—Non-IFRS financial
measures—Adjusting items” for more information on restructuring costs, acquisition-related charges and other incidental charges
attributable to cost of sales.

(3) The Group defines EBITA as income from operations excluding amortization related to acquisition-related intangible assets. See
“—Non-IFRS financial measures—EBITA, adjusted EBITA, adjusted EBITA ratio, EBITDA, adjusted EBITDA and adjusted EBITDA
ratio (unaudited)” for more information on non-IFRS financial measures and reconciliation of EBITA for the three month periods ended
31 March 2016 and 2015 and the years ended 31 December 2015, 2014 and 2013.

(4) The Group defines adjusted EBITA as EBITA excluding restructuring costs, acquisition-related charges and other incidental charges
attributable to cost of sales, selling expenses, R&D expenses and general and administrative expenses. See “—Non-IFRS financial
measures—EBITA, adjusted EBITA, adjusted EBITA ratio, EBITDA, adjusted EBITDA and adjusted EBITDA ratio (unaudited)” for
more information on non-IFRS financial measures and reconciliation of adjusted EBITA for the three month periods ended 31 March
2016 and 2015 and the years ended 31 December 2015, 2014 and 2013. See “—Non-IFRS financial measures—Adjusting items” for
more information on restructuring costs, acquisition-related charges and other incidental charges.

(5) The Group defines adjusted EBITA ratio as adjusted EBITA divided by sales (or sales including intersegment in the case of adjusted
EBITA ratio of Business Groups). See “—Non-IFRS financial measures—EBITA, adjusted EBITA, adjusted EBITA ratio, EBITDA,
adjusted EBITDA and adjusted EBITDA ratio (unaudited)” for more information on non-IFRS financial measures and reconciliation of
adjusted EBITA for the three month periods ended 31 March 2016 and 2015 and the years ended 31 December 2015, 2014 and 2013. See
“—Non-IFRS financial measures—Adjusting items” for more information on restructuring costs, acquisition-related charges and other
incidental charges.

(6) The Group defines EBITDA as income from operations excluding depreciation, amortization and impairments of non-financial assets, see Note
E.7 to the Combined Financial Statements. See “—Non-IFRS financial measures—EBITA, adjusted EBITA, adjusted EBITA ratio, EBITDA,
adjusted EBITDA and adjusted EBITDA ratio (unaudited)” for more information on non-IFRS financial measures and reconciliation of
EBITDA for the three month periods ended 31 March 2016 and 2015 and the years ended 31 December 2015, 2014 and 2013.

(7) The Group defines adjusted EBITDA as EBITDA excluding restructuring costs, acquisition-related charges and other incidental charges
attributable to cost of sales, selling expenses, R&D expenses and general and administrative expenses. See “—Non-IFRS financial
measures—EBITA, adjusted EBITA, adjusted EBITA ratio, EBITDA, adjusted EBITDA and adjusted EBITDA ratio (unaudited)” for
more information on non-IFRS financial measures and reconciliation of adjusted EBITDA for the three month periods ended 31 March
2016 and 2015 and the years ended 31 December 2015, 2014 and 2013. See “—Non-IFRS financial measures—Adjusting items” for
more information on restructuring costs, acquisition-related charges and other incidental charges.

111



(8) The Group defines adjusted EBITDA ratio as adjusted EBITDA divided by sales. See “—Non-IFRS financial measures—EBITA,
adjusted EBITA, adjusted EBITA ratio, EBITDA, adjusted EBITDA and adjusted EBITDA ratio (unaudited)” for more information on
non-IFRS financial measures and reconciliation of adjusted EBITDA for the three month periods ended 31 March 2016 and 2015 and the
years ended 31 December 2015, 2014 and 2013. See “—Non-IFRS financial measures—Adjusting items” for more information on
restructuring costs, acquisition-related charges and other incidental charges.

(9) The Group defines free cash flow as net cash provided by operations minus net capital expenditures, which the Group defines as
additions of intangible assets, capital expenditures on property, plant and equipment and proceeds from disposal of property, plant and
equipment. Free cash flow as calculated by the Group includes interest paid and income taxes paid. See “—Non-IFRS financial
measures—Free cash flow (unaudited)” for more information on non-IFRS financial measures and reconciliation of free cash flow for the
three month periods ended 31 March 2016 and 2015 and the years ended 31 December 2015, 2014 and 2013.

Material Factors Affecting Results of Operations

The Group believes that the factors discussed below have had a material impact on the development of the
Group’s results of operations in the periods for which financial information is presented in this Prospectus.

General economic conditions

Because the Group is active in a global business, its results of operations are affected by general global and
regional economic conditions. The Group’s business environment is influenced by both political and economic
conditions in the individual domestic markets in which the Group operates as well as general global economic
and political developments. Demand for the Group’s products is partly cyclical, with a significant portion of the
Group’s business exposed to changes in construction activity, consumer spending and the general economic
environment. This applies in particular to the Group’s professional luminaires, home systems and LED
electronics businesses. As the Group’s main markets are in Europe, the United States, Asia (including the Middle
East and Turkey) and Latin America, economic developments in these regions have and are expected to continue
to have the highest impact on the Group’s business activities.

Transition from conventional lighting technologies to LED lighting technologies

Because the Group’s business is primarily focused on the sale of lamps, luminaires, lighting systems and
lighting services in the general lighting market, its results of operations depend on demand for these products and
services. A significant but decreasing portion of the Group’s sales are derived from conventional lighting
technologies (i.e., 57% of the Group’s sales in 2015 compared to 74% in 2013), while a significant and
increasing portion are derived from LED lighting technologies (i.e., 43% of the Group’s sales in 2015 compared
to 26% in 2013). LED lamps are increasingly replacing conventional lamps such as incandescent and fluorescent
lamps as a general light source. The transition of the general lighting market in which the Group operates from
products based on conventional lighting technologies to products, systems and services based on LED lighting
technologies is driven by a number of factors, including technological developments, consumer demand and
government measures to support energy-saving lighting technology. The transition from conventional lighting
technologies to LED lighting technologies will have a fundamental effect on the Group, including as a result of
the following:

e Cash flow from conventional-related sales. The Group’s conventional lamps business has historically been
the greatest contributor to the Group’s cash generation, with BG Lamps accounting for EBITDA of
€492 million, €474 million and €690 million for the years ended 31 December 2015, 2014 and 2013,
respectively. BG Lamps also maintained its level of free cash flow excluding restructuring costs as a
percentage of BG Lamps sales during this period. During the transition from conventional lighting
technologies to LED lighting technologies, the Group aims to leverage its conventional lamp business and
carry on managing this business for cash optimization by continuing to pro-actively manage costs through
manufacturing footprint rationalization.

e Changes to the business model. Rapid technological change and the transition from conventional lighting
technologies to LED lighting technologies have also had, and are expected to continue to have, significant
effects on the Group’s business model. In particular, the longer life expectancy of LED lamps as compared
to conventional lamps is expected to lead to lower replacement demand for lamps in the future. As a result,
replacements will not only be driven by technical lifespan, but also by refurbishment cycles (in which
luminaires may be replaced together with the light source). The Group is transforming from a traditional
manufacturing company predominantly focused on conventional lighting products into an ‘“asset-light”
manufacturer and service provider focused on products, systems (including connected lighting systems) and
services based on LED lighting technology. In particular, the Group’s sales from systems and services grew
by double-digits for the year ended 31 December 2015. These business model adjustments have required,
and are expected to continue to require, changes to, among other areas, the Group’s sales and marketing,
R&D, supply chain management and procurement processes, with corresponding impacts on the business,
results of operations, financial condition and prospects of the Group.
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e Cost savings initiatives. The Group’s cost savings initiatives are also driven by the transition from
conventional lighting technologies to LED lighting technologies. These cost savings initiatives have
historically focused on (i) manufacturing footprint rationalization (to address the decline of conventional
lamps), (ii) reduction of bill-of-material costs (to address price erosion, particularly in LED lamps), and
(iii) productivity and efficiency improvements (to address generally lower margins in LED lamps). In
particular, a significant portion of the Group’s operational manufacturing plants are used to produce
conventional lamps and, given the Group’s expectation of a continuous decline in the market for
conventional lighting technologies and continued competition in the market for LED lighting, the Group
expects that further cost savings, including by closing or restructuring remaining plants, will be required. In
addition, for the years ended 31 December 2013 to 2015, margin improvement in the Group’s LED lamps
was largely driven by bill-of-materials savings offsetting price erosion. The balance between price erosion
in the market for the Group’s products and cost savings, efficiency improvements and price erosion in bill-
of-materials is expected to continue to impact the Group’s business, results of operations, financial
condition and prospects.

Foreign currency exchange rates

While the Group reports in euros, the Group is engaged in an international business that operates in, and
makes sales into, both developed and emerging market countries with many different currencies. For the year
ended 31 December 2015, 30% of the Group’s sales were denominated in U.S. dollars (2014: 27%; 2013: 27%),
26% of the Group’s sales were denominated in euro (2014: 29%; 2013: 30%) and 6% of the Group’s sales were
denominated in Chinese renminbi (2014: 7%; 2013: 8%). Accordingly, movements in foreign currency exchange
rates against the euro may result in an adverse change in the reported income or balance sheet items from non-
euro operations. In addition, the Group’s sourcing and manufacturing spend in a particular foreign currency may
not match the Group’s sales in that foreign currency. In particular, the Group’s sourcing and manufacturing
spend in U.S. dollars exceeded its sales in U.S. dollars for the year ended 31 December 2015, resulting in a short
position in U.S. dollars. As a result of the transition from conventional lighting technologies to LED lighting
technologies and the corresponding developments in the Group’s business and operations, the Group expects that
sourcing and manufacturing spend in U.S. dollars will continue to increase relative to the Group’s sales in
U.S. dollars. The Group’s sourcing and manufacturing spend in Chinese renminbi also exceeded sales in Chinese
renminbi for the year ended 31 December 2015, resulting in a short position in Chinese renminbi. Accordingly,
any adverse change in the foreign currency exchange rates for U.S. dollars, Chinese renminbi or other currencies
where sourcing and manufacturing spend does not match sales could have an adverse impact on the Group’s
reported costs of goods sold or income from operations as compared to competitors which incur costs and
generate sales in the same currency, and therefore have an impact on the competitive position of the Group.
Foreign currency exchange rate fluctuations may have different impacts on results of operations from period to
period. For instance, foreign currency exchange rate fluctuations had a positive impact on adjusted EBITA for
the three month period ended 31 March 2015 due to a non-recurring working capital revaluation, while adjusted
EBITA for the three month period ended 31 March 2016 was negatively impacted by devaluations of currencies
against the euro. The Group’s foreign currency exchange rate risk management policy is aimed at reducing the
volatility of EBITA through active management of pricing in markets affected by high foreign currency exchange
rate volatility, matching revenues and manufacturing spend to the extent practicable, adjusting the Group’s
foreign currency footprint in the long-term and hedging foreign currency exchange rate volatility. See Note E.30
to the Combined Financial Statements for more information on the foreign currency exchange rate risks to which
the Group may be exposed.

Business transformation programs

The Group’s results of operations have historically been impacted by certain business transformation
programs intended to ensure sustainable performance by transforming processes, operations, organization and
culture, particularly for certain parts of BG Professional in North America and BG Home in Europe and China.
Because the measures taken in connection with such business transformation programs may be significant,
including manufacturing footprint rationalization, changes in marketing channel approach, improvements in IT
systems, reductions in number of local brands, portfolio pruning and headcount reductions, such business
transformation programs have resulted in significant costs as well as disruption to the Group’s business. The
Group expects that its results of operations will continue to be impacted by both short-term costs of
implementation and long-term benefits of the Group’s historical and future business transformation programs.

Restructuring costs

The Group’s ongoing business transition from conventional lighting technologies to LED lighting
technologies and business transformation programs have required significant restructuring costs. For more
information on the Group’s restructuring activities, see “—Transition from conventional lighting technologies to
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LED lighting technologies” and “—Business transformation programs”. The Group’s restructuring costs were
€(18) million and €(28) million in the three month periods ended 31 March 2016 and 2015, respectively, and
€(90) million, €(261) million and €(79) million for the years ended 31 December 2015, 2014 and 2013,
respectively, which primarily related to manufacturing footprint rationalization in BG Lamps and BG
Professional in response to the transition from conventional lighting technologies to LED lighting technologies.
The Group expects to incur restructuring costs and acquisition-related charges of approximately €60 million for
the three month period ending 30 June 2016, of which approximately one-third relates to restructuring plans
which were announced by the Group as of the date of the issuance of the Condensed Combined Interim Financial
Statements. The Group recognizes a provision for restructuring costs when the Group has a detailed formal plan
for the restructuring and has raised a valid expectation with those affected that they will carry out the
restructuring by starting to implement the plan or announcing the main features of the plan to those impacted by
it. The Group accounts for restructuring costs in the income statement under cost of sales, selling expenses, R&D
expenses and general and administrative expenses, depending on the nature of the restructuring cost. However,
restructuring costs will be recognized in the cash flow statement only when the relevant payments are actually
made and may therefore occur in future periods. The Group expects to incur restructuring costs in the future,
including in connection with the continued transition from conventional lighting technologies to LED lighting
technologies.

Based on its current business plan, including assumptions as to key economic developments and market
developments, the Group currently estimates that over the medium term, annual total restructuring costs incurred
will amount to between approximately 1.5% and 2.0% of the Group’s annual total sales in each financial year,
with the majority of these restructuring costs expected to relate to BG Lamps and BG Professional. The Group
currently expects that annual total restructuring costs as a percentage of sales will decline below these levels over
the long term, with annual total restructuring costs expected to amount to between approximately 0.5% and 1.0%
of the Group’s annual total sales in each financial year. Included in these estimates of Group total restructuring
costs, the Group expects to incur total restructuring costs in relation to BG Lamps of approximately €(0.3) billion
over the medium term, primarily in relation to manufacturing footprint rationalization and restructuring of R&D
and sales activities. The Group currently does not expect to have to restructure the remaining BG Lamps
production facilities over the long term. However, if the Group were to decide to restructure all remaining BG
Lamps production facilities, it estimates that additional restructuring costs would amount to approximately
€(0.2) billion. Restructuring costs in relation to BG Lamps amounted to €(52) million, €(154) million and
€(21) million for the years ended 31 December 2015, 2014 and 2013, respectively. For the years ended
31 December 2013 to 2015, the actual restructuring costs incurred by the Group in connection with restructuring
activities in BG Lamps were consistent with the amounts budgeted by the Group in connection with such
restructuring activities. However, estimates of any future restructuring costs may change, including materially,
over time in response to changes in the Group’s business plan or strategy, external economic or market
developments, or any other factors.

Acquisitions and divestments

The Group’s results of operations have historically been influenced by acquisitions and divestments of
certain businesses. In particular, the Group’s acquisition of a 51% interest in GLC in Saudi Arabia was
completed on 2 September 2014. GLC was immediately consolidated as part of the Group within BG
Professional. The interest in GLC was acquired for a total amount of €146 million (on a cash-free, debt-free
basis) and taking into account closing conditions, the Group paid an amount of €148 million. The overall cash
position of GLC on the transaction date was €23 million, resulting in a net cash outflow related to this acquisition
of €125 million. Acquisition-related charges that were recognized in general and administrative expenses
amounted to €(4) million. For the period from 2 September 2014 to 31 December 2014, GLC, which became
Philips Lighting Saudi Arabia, contributed sales of €86 million. During the year ended 31 December 2014, the
Group also disposed of certain factories that were intended to be closed as part of the business transformation
program of BG Professional in North America.

Factors Affecting Comparability of Financial Information

The financial and operating data and other information included in this Prospectus reflect the financial
position, financial performance, cash flows and historical information of the Group based on “carve-out”
financial information for the three month period ended 31 March 2015 and the years ended 31 December 2015,
2014 and 2013. The financial and operating data and other information for the three month period ended
31 March 2016 reflect the financial position, financial performance, cash flows and historical information of the
Group on both “carve-out” financial information and on a historical basis. Following the Offering, the Group’s
financial and operating data will be presented to reflect the Group’s actual financial position, financial
performance, cash flows and historical information. As a result, the Group’s reported financial condition and
results of operations in any given period may not be comparable with the Group’s financial condition and results
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of operations in the future. For a discussion of the presentation of the Group’s historical financial information
included in this Prospectus, see “—Basis of Preparation of Financial Information”.

Separation costs

In the three month period ended 31 March 2016, the Group incurred certain costs related to the Separation.
The Separation Agreement provides that fees of professional advisors (such as financial and legal advisors as
well as accounting services providers) who have been engaged by Royal Philips prior to the Separation Date to
advise on and assist with the preparation and implementation of the Separation are for the account of Royal
Philips. As a result, Royal Philips has incurred the majority of the costs related to the Separation and preparation
of the Offering, and such costs are not reflected in the Combined Financial Statements. The net expenses incurred
by the Group as a result of the Separation were €(2) million in the three month period ended 31 March 2016,
which are included in the amounts recognized as restructuring costs, acquisition-related charges and other
incidental charges. In total, the Group expects to incur approximately €60 million to €70 million of costs in
connection with the Separation for the year ending 31 December 2016, of which a substantial part is in
connection with developing standalone IT systems. See “Separation—Transitional Services”.

Allocated costs

The Group, comprising the former lighting sector of Royal Philips and the lighting-related activities of
Royal Philips IG&S, historically did not exist as a reporting group and no separate (statutory) consolidated
financial statements were prepared. The Separation therefore involved the split and allocation of historical IG&S
costs to each member of the Group. Because a significant majority of IG&S costs were historically charged to the
Group based on activity (headcount, floor area, etc.) or sales, the Separation primarily resulted in the additional
allocation to the Group of previously unallocated costs. See “—Basis of Preparation of Financial
Information—Basis of preparation of Combined Financial Statements—Combined income statement” and Note
C.1 to the Combined Financial Statements. The Group compared the results of the additional allocation of
previously unallocated costs relating to overhead functions (in particular, number of employees) against the
results of a bottom-up analysis of overhead functions expected to be required for the stand-alone requirements of
the Group to ensure the allocation was reasonable. The additional allocation of costs reflected in the Combined
Financial Statements were €153 million, €158 million and €181 million for the years ended 31 December 2015,
2014 and 2013, respectively, in each case on an earnings before interest and tax basis and including depreciation,
amortization and impairments of non-financial assets. The Combined Financial Statements also reflect carve-out
adjustments of €(3) million, €14 million and €(20) million for the years ended 31 December 2015, 2014 and
2013, respectively. These carve-out adjustments are related to presenting the Group as a stand-alone entity,
including reversal of Royal Philips hedging contracts, unwinding of credits related to allocated costs as well as
accounting corrections to reflect the lower materiality of results. The Group believes the allocation methods
applied in the Combined Financial Statements to be a reasonable reflection of the utilization of services provided
by Royal Philips. However, different allocation methods could have resulted in different outcomes. The
allocation methods are therefore not necessarily representative of the financial positions, results of operations or
cash flows that would have been reported if the Group had operated on its own or as an entity independent from
Royal Philips during the periods presented, nor are they indicative of the financial positions, results of operations
or cash flows that may arise in the future. The Combined Financial Statements include the following allocations
of IG&S costs:

e Allocated overhead costs: The Combined Financial Statements reflect the Group’s share of centrally
managed costs and expenses incurred by Royal Philips, such as sales office support in foreign locations,
shared accounting services, HR and benefit management, treasury, and other corporate general and
administrative expenses.

e Allocated IT costs: The Combined Financial Statements reflect the IT costs allocated to the Group by Royal
Philips, including IT costs associated with licenses for IT used by the Group as well as operation and
maintenance costs related to these IT licenses.

e Allocated research costs: The Combined Financial Statements reflect Royal Philips-funded research costs,
which were allocated to the Group according to the project-level administration of the business for which
the activity had been performed.

From the Separation Date, the Group will no longer be allocated IG&S costs, instead actual costs to the
Group of accessing such services will be recorded. The Combined Interim Financial Statements, however, reflect
allocated IG&S costs through the Separation Date and actual costs to the Group of accessing such services
following the Separation Date. Following the Separation Date, these services will be sourced in part pursuant to
the TSA, TSLAs and IT TLSA. See “Separation” for more information.
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Financing costs

The Group has historically financed its capital expenditures, working capital requirements and acquisitions
through a combination of cash flow from operating activities and short-term financing from Royal Philips. The
Group is expected to be included in the Royal Philips funding program, which includes certain cash pooling
arrangements, until the third quarter of 2016. The Combined Financial Statements and the Condensed Combined
Interim Financial Statements do not include any costs attributable to the Group from interest payments on Royal
Philips’ long-term capital markets funding or bank facilities or benefits from the funding from Royal Philips’
capital markets instruments and revolving credit facility. Following the completion of the Offering, the Group
expects to finance its capital expenditures, working capital requirements and acquisitions through cash flows
from operating activities, cash and cash equivalents on balance sheet following draw down of its new five-year
approximately €1,200 million equivalent Term Loan Facility and the application of proceeds thereof, and its new
five-year €500 million equivalent Revolving Credit Facility. On or prior to the Settlement Date, the Group
expects to draw down approximately $500 million and approximately €740 million under the Term Loan
Facility, for an aggregate of approximately €1,200 million equivalent drawn under the Term Loan Facility in
U.S. dollars and euros. See “Capitalization and Indebtedness” for more information on the effect of drawdown of
the Term Loan Facility. The Group does not expect to drawdown any amounts under the Revolving Credit
Facility immediately. The initial interest rate on borrowings under the Term Loan Facility will be EURIBOR or
LIBOR plus a margin of 0.75% per annum and the initial interest rate on any borrowings under the Revolving
Credit Facility will be EURIBOR or LIBOR plus a margin of 0.45% per annum, with a commitment fee equal to
35% of the applicable margin under the Revolving Credit Facility. The Group expects the initial interest and
commitment fee payments (including upfront fee amortization) under these facilities to be approximately
€15 million total on an annual basis, subject to the Group’s choice from time to time to make drawdowns under
the Revolving Credit Facility. See “—Financing Structure Following the Offering” for further details.

Pensions

Employees of the Group have historically participated in Royal Philips-sponsored pension plans in which
the Group and other Royal Philips businesses participated. The costs of pension benefits with respect to the
Group’s employees participating in these plans have been allocated to the Group based upon historical accrual,
compensation, headcount and allocation of personnel. These allocations are reflected in the Combined Financial
Statements. For pension plans in which only the Group’s employees participate (dedicated plans), the related
costs, assets and liabilities have been included in the balance sheets included in the Combined Financial
Statements. The Group’s liability amounts as reflected in the Combined Financial Statements were €(43) million,
€(40) million and €(23) million as of 31 December 2015, 2014 and 2013, respectively, which do not include any
additional liabilities transferred to the Group as part of the Separation. The net balance of defined-benefit pension
plans attributable to the Group, including additional assumed net pension obligations for the periods prior to
Separation Date, which are not reflected in the Combined Financial Statements, were €(607) million,
€(524) million and €(449) million as of 31 December 2015, 2014 and 2013, respectively. See “Management,
Employees and Corporate Governance—Pension Schemes” for more information about the Group’s defined
benefit plans. As part of the Separation, significant pension assets and liabilities have been legally transferred to
the Group on a country-by-country basis, based on the relationship between pension liabilities and the respective
businesses of Royal Philips and the Group or, if such relationship was not decisive, on a variety of legal, fiscal,
financial and practical considerations. As a result of the transfer, the Group recorded accrued pension costs of
€224 million, a provision of €271 million related to unfunded pension liabilities and a provision of €112 million
related to retiree medical liabilities at the Separation. The transfer also resulted in the Group recognizing €122
million in deferred tax assets relating to the transferred pension deficit. As of 31 March 2016, the net pension
liability (including retiree medical liabilities) amounts to €587 million and the related deferred tax assets arising
from the transferred pension liabilities have decreased to €101 million. See Note E.19 to the Combined Financial
Statements and Note 13 to the Condensed Combined Interim Financial Statements for more information on
post-employment benefits.

Philips brand

Following completion of the Offering, the Group will have the right to use the Philips brand name for a
period of ten years commencing on the Effective Time. The term may be extended with two periods of five years
if certain financial targets in terms of net turnover are met and provided that the Group as licensee has acted in
compliance with the conditions of the TMLA. See “Separation—Intellectual Property” for more information. The
Group has historically used the Philips brand name, but in the Combined Financial Statements, no costs have
been incurred for the usage of the brand name. Instead, the Group has historically incurred costs related to the
promotion of the Philips brand which have been allocated to the Group under IG&S. Such allocations are
reflected in the Combined Financial Statements. Under the TMLA, the Group is obliged to pay a royalty on the
net turnover of all licensed products and services. The applicable royalty percentages are 0.6% for the first five
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years, 0.7% for the second five years and 1% after the tenth year. For the first ten years, an annual minimum
guaranteed royalty payment of €30 million applies. Thereafter, an annual minimum guaranteed royalty payment
of €20 million applies. The Group expects that the net effect of the royalty payment to be made to Royal Philips
under the TMLA will be approximately €20 million higher on an annual basis than the historical costs allocated
to the Group for promotion of the Philips brand that are reflected in the Combined Financial Statements. Costs
incurred before the Separation related to the promotion of the Philips brand are recognized as selling expenses.
Royalty payments made to Royal Philips under the TMLA following the Separation are also recognized as
selling expenses.

Description of Key Line Items

Set forth below is a brief description of the composition of certain line items of the consolidated income
statement. This description should be read in conjunction with “—Critical Accounting Estimates” and Note D to
the Combined Financial Statements.

Sales

Revenue from the sale of goods in the course of the ordinary activities is measured at the fair value of the
consideration received or receivable, net of returns, trade discounts and volume rebates. Revenue for sale of
goods is recognized when the significant risks and rewards of ownership have been transferred to the buyer,
recovery of the consideration is probable, the associated costs and possible return of the goods can be estimated
reliably, there is no continuing involvement with goods, and the amount of revenue can be measured reliably. If
it is probable that discounts will be granted and the amount can be measured reliably, then the discount is
recognized as a reduction of revenue as the sales are recognized.

Transfer of risks and rewards varies depending on the individual terms of the contract of sale. For
consumer-type products these criteria are met at the time the product has been 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. Examples of delivery conditions are Free on Board point of delivery and Costs,
Insurance Paid point of delivery, where the point of delivery may be the shipping warehouse or any other point of
destination as agreed in the contract with the customer and where title and risk for the goods pass to the
customer.

Revenues of transactions that have separately identifiable components are recognized separately based on
their relative fair values.

Revenues are recorded net of sales taxes, customer discounts, rebates and similar charges. For products for
which a right of return exists during a defined period, revenue recognition is determined based on the historical
pattern of actual returns, or in cases where such information is not available, revenue recognition is postponed
until the return period has lapsed. Return policies are typically based on customary return arrangements in local
markets.

In case of loss under a sales agreement, the loss is recognized immediately.

Shipping and handling billed to customers is recognized as revenues. Expenses incurred for shipping and
handling in respect of internal movements of goods are recorded as cost of sales. Expenses incurred for shipping
and handling related to sales to third parties are recorded as selling expenses. When shipping and handling is part
of a project and billed to the customer, the related expenses are recorded as cost or sales.

Service revenue related to repair and maintenance activities for goods sold is recognized ratably over the
service period or as services are rendered. A provision for product warranty is made at the time of revenue
recognition and reflects the estimated costs of replacement and free-of-charge services that will be incurred by
the Group with respect to the products. For certain products, the customer has the option to purchase an extension
of the warranty, which is subsequently billed to the customer. Revenue recognition occurs on a straight-line basis
over the contract period.

The Group recognizes service revenue related to value-added services ratably over the service period or as
services are rendered. Value-added services of the Group include professional services such as audit consulting,
lifecycle services such as maintenance and asset management, and managed services tied to performance
benchmarks. Revenue from sales of systems, which are comprised of both sales of products and value-added
services of the Group, is recognized when the Group can reliably measure the amount of revenue and the
associated cost related to the stage of completion of a contract or transaction, and the recovery of the
consideration is considered probable.

Royalty income, which is generally earned based upon a percentage of sales or a fixed amount per product
sold, is recognized on an accrual basis based on actual or reliably estimated sales made by the licensees.
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Grants from the government are recognized at their fair value where there is a reasonable assurance that the
grant will be received and the Group will comply with all attached conditions. Government grants relating to
costs are deferred and recognized in the income statement over the period necessary to match them with the costs
for which they are intended to compensate.

Sales of each of the Group’s operating segments is defined as any sales by the relevant Business Group to
any third party, but excludes sales to any other Business Group.

Sales including intersegment of each of the Group’s operating segments is defined as any sales made by the
relevant Business Group, including sales to any other Business Group.

Cost of sales

Cost of goods sold and services rendered includes the production costs of the goods sold and services
rendered. All production-related costs such as costs of raw materials, labor costs, costs for supplies, merchandise
for resale, order-specific development and design costs as well as energy costs for use and depreciation are
included. Administrative functions within operations and plants are also reported as cost of goods sold and
services rendered, as are warehousing and distribution. Expenses incurred for shipping and handling in respect of
internal movements of goods are recorded as cost of sales. When shipping and handling is part of a project and
billed to the customer, then the related expenses are recorded as cost or sales. Depreciation of property, plant and
equipment is primarily included in cost of sales. Amortizations of the categories of other intangible assets are
reported in cost of sales for technology-based and other intangible assets. Changes in the value of on-balance-
sheet foreign-currency accounts receivable/payable, as well as the changes in the fair value of the hedges related
to these exposures, are reported in the income statement under cost of sales.

Cost of sales includes certain amounts which the Group defines as restructuring costs, acquisition-related
charges and other incidental charges attributable to cost of sales.

Gross margin
Gross margin is calculated as sales less cost of sales.
Selling expenses

Selling expenses covers all sales personnel, distribution, marketing and commission cost as well as regional
market overheads. Shipping and handling costs related to sales to third parties are recorded as selling expenses.
Advertising and promotion costs are included in selling expenses. Amortizations of the categories of other
intangible assets are reported in selling expenses for brand names and customer relationships. Bad debt expenses
are recorded as part of selling expenses.

Selling expenses includes certain amounts which the Group defines as restructuring costs, acquisition-
related charges and other incidental charges attributable to selling expenses. Costs incurred before the Separation
related to the promotion of the Philips brand are recognized as selling expenses. Royalty payments made to
Royal Philips under the TMLA following the Separation are also recognized as selling expenses.

Research and development expenses

The most significant component of R&D spending is personnel expenses. All research costs are expensed as
incurred. Expenditure on development activities, whereby research findings are applied to a plan or design for the
production of new or substantially improved products and processes, is capitalized as an intangible asset if the
product or process is technically and commercially feasible, cost can be reliably measured and the Group has
sufficient resources, the intention to complete development and the intention to use or sell the asset.

The development expenditure capitalized comprises all directly attributable costs (including the cost of
materials and direct labor). Other development expenditures and expenditures on research activities are
recognized in the income statement. Capitalized development expenditure is stated at cost less accumulated
amortization and impairment losses. Amortization of capitalized development expenditure is charged to the
income statement on a straight-line basis over the estimated useful lives of the intangible assets.

R&D expenses includes certain amounts which the Group defines as restructuring costs, acquisition-related
charges and other incidental charges attributable to R&D expenses.

General and administrative expenses

General administrative expenses include headquarter functions which are not allocable to other functions —
such as administrative functions in units dedicated solely to production, research and sales — as well as executive
management costs.
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General and administrative expenses includes certain amounts which the Group defines as restructuring
costs, acquisition-related charges and other incidental charges attributable to general and administrative
expenses.

Impairment of goodwill

Goodwill is not amortized, but tested for impairment annually and whenever impairment indicators require
impairment testing. The Group performed and completed annual impairment tests in the same quarter of all years
presented in the income statement included in the Combined Financial Statements. An impairment loss is
recognized in the income statement whenever and to the extent that the carrying amount of a cash-generating unit
exceeds the unit’s recoverable amount, which is the greater of its value in use and its fair value less costs to sell.
Value in use is measured as the present value of future cash flows expected to be generated by the asset.

Other business income and other business expenses

These items comprise all other income and expense that is not related to the Group’s core business but that
arises as part of its operating activities. This includes, among other things, gains and losses on sales of property,
plant and equipment and intangibles and on disposals of businesses and the creation and reversal of accruals for
other expenses and certain costs in connection with the initial stock exchange listing.

Income from operations

Income from operations is gross margin minus selling expenses, R&D expenses, general and administrative
expenses, impairment of goodwill and other business expenses plus other business income.

Financial income and financial expenses

Financial income comprises interest income on funds invested (including available-for-sale financial assets),
dividend income, net gains on the disposal of available-for-sale financial assets, net fair value gains on financial
assets at fair value through profit and loss, net gains on the re-measurement to fair value of any pre-existing
available-for-sale interest in an acquisition, and net gains on hedging instruments that are recognized in the
income statement.

Interest income is recognized on accrual basis in the income statement, using the effective interest method.
Dividend income is recognized in the income statement on the date that the Group’s right to receive payment is
established, which in the case of quoted securities is normally the ex-dividend date.

Financial expense comprises interest expenses on borrowings and on the net defined benefit plans,
unwinding of the discount of provisions and contingent consideration, losses on disposal of available-for-sale
financial assets, net fair value losses on financial assets at fair value through profit and loss, impairment losses
recognized on financial assets (other than trade receivables), net interest expense related to defined benefit plans
and net losses on hedging instruments that are recognized in the income statement.

Income tax expense

Tax expenses recorded in the Combined Financial Statements include income taxes for the Group on a
separate returns basis for the years ended 31 December 2015, 2014 and 2013, i.e., assuming that the tax groups
with Philips did not exist and that the Group companies would have been taxed on a stand-alone basis. Tax
expenses recorded in the Condensed Combined Interim Financial Statements also include income taxes for the
Group on a separate returns basis for the three month periods ended 31 March 2016 and 2015. See “—Basis of
Preparation of Financial Information—Basis of preparation of Combined Financial Statements—Income taxes”.

Net income (loss)

Net income (loss) is derived by deducting income taxes from income (loss) before income taxes. It also
includes non-controlling interests. The net income (loss) attributable to non-controlling interests and that is
attributable to Royal Philips is reported separately in the income statement.
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Results of Operations

The following table sets out the Group’s combined results of operations for the periods indicated.

For the three month
periods ended

31 March For the year ended
In € millions (unaudited) 31 December
2016 2015 2015 2014 2013

Sales ... 1,702 1,727 7,465 6,981 7,129
Costofsales ........ooiiiiii i (1,075) (1,106) (4,810) (4,671) (4,573)
Grossmargin ............ ... .. .. 627 621 2,655 2,310 2,556
Selling eXpenses . . ..ovvu ettt (430) (430) (1,751) (1,657) (1,722)
Research and development expenses .. ................. (90) (88) (366) (395) (375)
General and administrative eXpenses . . ................. 49) (50) (233) (223) (233)
Impairment of goodwill ............... ... ... ...... 2) — — 2) (26)
Other business inCOME . .. ........ooitirenrennnnn.. 18 2 48 13 31
Other busSiness EXPensSes . ... ....oueuenrenenenennnn . 3) — 22) (@) (18)
Income from operations ................. ... ... .... 71 55 331 41 213
Financial income ........... ... ... ... . ... ... .. ... 4 — 3 3 3
Financial expenses .. ........... ..., 21 2) (11) ©)) @
Income beforetaxes ............................... 54 53 323 35 212
Income tax eXpense . ..........c.o.iiiiiiiii., (40) (23) (83) (66) 45)
Income aftertaxes ................ ... ... ... . ... 14 30 240 31) 167
Results relating to investments in associates . ............ — — — 2 1
Netincome (Ioss) ............ ... ... ..., 14 30 240 (29) 168

Comparison of Results of Operations for the Three Month Periods Ended 31 March 2016 and 31 March
2015

The Group’s combined results of operations in the three month period ended 31 March 2016 compared to
the three month period ended 31 March 2015 are discussed below. The discussion includes the results of the
Business Groups and Market Groups.

Sales

Sales for the three month period ended 31 March 2016 were €1,702 million, compared to €1,727 million for
the three month period ended 31 March 2015, a decrease of €25 million, or (1.4)%. Nominal sales were slightly
impacted by foreign exchange movements, with the Group’s sales experiencing unfavorable foreign currency
effects of €3 million for the three month period ended 31 March 2016, or (0.1)%, mainly arising from the
weakening of emerging market currencies against the euro, including the Brazilian real and the Argentine peso,
which were partly offset by the strengthening of the U.S. dollar and the Chinese renminbi against the euro.
Comparable sales growth from the three month period ended 31 March 2015 to the three month period ended
31 March 2016 was (1.3)%. The decrease in comparable sales was primarily attributable to lower sales of
conventional lighting products by BG Lamps, which were offset in part by increased sales of LED lighting
products by BG LED, as a result of the transition from conventional to LED lighting.

Sales by Business Group
The following table presents the Group’s sales by Business Group for each of the periods indicated.
For the three month
periods ended
31 March .

In € millions, except percentages (unaugil;id) Conégfg‘sable gff::;zg; (%Zlg;cgt:soifn Ngr;}::;al

2016 2015 Growth @ Movements Consolidation  Growth
BGLamps ............. .. ....... 615 727 (14.5)% 0.9% — (15.4)%
BGLED ......... ... . . 355 275 28.8% 0.3% — 29.1%
BG Professional .................. 601 610 2.1)% 0.6% — (1.5)%
BGHome ....................... 124 112 10.7% — — 10.7%
Other........... ... ... 7 3 133.3% — — 133.3%
Total ............. ... ... ....... 1,702 1,727 1.3)% 0.1)% — 1.4)%

(1) The Group defines comparable sales growth as the period-on-period growth in sales excluding the effects of currency movements and
changes in consolidation. See “—Non-IFRS financial measures” for more information on non-IFRS financial measures and
reconciliation of comparable sales growth by Business Group for the three month periods ended 31 March 2016 and 2015.
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Sales by Market Group
The following table presents the Group’s sales by Market Group for each of the periods indicated.

For the three month
periods ended
31 March .

In € millions, except percentages (unau:ilirt‘éd) Conégil:sable gflf::et;g;. (Elf;.?lcgt:soifl'l Ngr;;leréal

2016 2015 Growth M Movements Consolidation Growth
BUIOPE - e veeeee e 533 561 (4.3)% 0.2)% 05%  (5.00%
Americas .......... 555 538 2.8% 0.4% — 3.2%
Growth Markets . .. ................ 350 369 (3.4)% (2.2)% 05%  (5.1)%
Greater China . ................... 136 138 (2.9)% 2.2% 0N%  (1.49%
Global Businesses . ................ 128 121 2.4% 1.7% 1.7% 5.8%
Total ........................... 1,702 1,727 1.3)% 0.1)% — (1.4) %

(1) The Group defines comparable sales growth as the period-on-period growth in sales excluding the effects of currency movements and
changes in consolidation. See “—Non-IFRS financial measures” for more information on non-IFRS financial measures and
reconciliation of comparable sales growth by Market Group for the three month periods ended 31 March 2016 and 2015.

Sales in Europe for the three month period ended 31 March 2016 were €533 million, compared to
€561 million for the three month period ended 31 March 2015, a decrease of €28 million, or (5.0)%. Nominal
sales were negatively impacted by unfavorable currency effects mainly driven by the weakening of the British
pound against the euro. Comparable sales growth in Europe for the three month period ended 31 March 2016 was
(4.3)%. The decrease in comparable sales was primarily attributable to lower sales of BG Lamps and
BG Professional, which were partly offset by an increase in sales of BG LED, in each case due to the transition
from conventional to LED lighting.

Sales in Americas for the three month period ended 31 March 2016 were €555 million, compared to
€538 million for the three month period ended 31 March 2015, an increase of €17 million, or 3.2%. Nominal sales
were positively impacted by the strengthening of the U.S. dollar against the euro, which was partly offset by a
weakening of emerging market currencies against the euro, mainly the Brazilian real and Argentine peso for the
three month period ended 31 March 2016 as compared to the three month period ended 31 March 2015.
Comparable sales growth in Americas for the three month period ended 31 March 2016 was 2.8%. The increase in
comparable sales was primarily attributable to growth in BG LED, BG Professional and BG Home and partly offset
by lower sales of BG Lamps.

Sales in Growth Markets for the three month period ended 31 March 2016 were €350 million, compared to
€369 million for the three month period ended 31 March 2015, a decrease of €19 million, or (5.1)%. Nominal
sales were negatively impacted by a weakening of emerging market currencies, mainly the Turkish lira, the
Indian rupee, the Russian ruble and the Indonesian rupiah, against the euro. Comparable sales growth in Growth
Markets for the three month period ended 31 March 2016 was (3.4)%. The decrease in comparable sales was
primarily attributable to a decline in BG Lamps, driven by the transition from conventional to LED, and to a
decline in BG Professional, primarily driven by macroeconomic weakness in the Middle East and Turkey, which
was partially offset by an increase in sales of BG LED and BG Home.

Sales in Greater China for the three month period ended 31 March 2016 were €136 million, compared to
€138 million for the three month period ended 31 March 2015, a decrease of €2 million, or (1.4)%. Nominal sales
were positively impacted by the strengthening of other currencies, in particular the Chinese renminbi, in relation
to the euro for the three month period ended 31 March 2016 as compared to the three month period ended
31 March 2015. Comparable sales growth in Greater China for the three month period ended 31 March 2016 was
(2.9)%. The decrease in comparable sales