


Our purpose

is fo unlock

the extraordinary
potential of light
for brighter lives
and a better world

Signify is the world leader in
lighting. We provide our customers
with high-quality, energy-efficient
lighting products, systems and
services.

By turning light sources into data
collection points, we can connect
more devices, places and people
through light, contributing to a
safer, more productive and smarter
world.

Always act with integrity
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| Performance highlights

l.I Financial performance

2018 2019
Comparable sales growth (4.4)%
LED-based sales 71%
Adjusted EBITA margin 10.1%
Netincome 261
Free cash flow 306
Business Groups LED  Professional Home Lamps
Sales 1,891 2,649 521 1,159
Nominal sales growth 4.4% 0.5% 11.6% (18.8)%
Comparable sales growth (1.1)% (1.7)% 11.3% (20.5)%
EBITA margin 11.5% 8.4% 1.0% 14.5%
Adjusted EBITA margin 12.7% 10.0% 3.8% 19.2%

This chapter contains certain non-IFRS financial measures and ratios, such as comparable sales growth, EBITA, Adjusted
EBITA and free cash flow, and related ratios, which are not recognized measures of financial performance or liquidity under
IFRS. These measures are further discussed in chapter 4, Corporate performance, of this Annual Report. For a reconciliation
of these non-IFRS financial measures to the most directly comparable IFRS financial measures, see chapter 18, Reconciliation

of non-IFRS financial measures, of this Annual Report.

Sustainability statements
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Sales by geography

B Europe
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Rest of the World

Global businesses

Sales by Business Group
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82.5%

Brighter Lives highlights 2018
Employees (full-time equivalent) 29,237
Employee Net Promoter Score 13
Female executives (% of total) 17%
Safety at work (TRC rate) 0.29
Supplier sustainability performance 93%
Better World highlights 2018
Sustainable revenues 79.0%
Carbon footprint (gross, kilotonnes) 401
Carbon footprint (net, kilotonnes) 146
Renewable electricity 89%
Total waste to landfill (kilotonnes) 2.4

o

©
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Sustainable revenues

% of total revenues

2017 2018 2019

Operational carbon footprint
(gross)

Kilotonnes CO, equivalent

600

2017 2018 2019

Supplier sustainability
performance

Performance rate

2017 2018 2019
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2 GEO message

2019 - A year of strengthening our industry

leadership amid economic
challenges

“I’'m very proud of our employees and the progress we made in 2019 in improving our
business, in developing new innovations and in making our business even more
sustainable. We further increased our leadership in LED lighting, made some key
moves in terms of acquisitions, strengthened the offerings of our growth platforms
and boosted our sustainability profile, all while lowering our costs.” - Eric Rondolat,

Signify CEO

2019 was a year of rapid change and global
uncertainty, due to political volatility, market
instability and technological advancements.
Against this backdrop we adapted
effectively, making necessary adjustments,
seizing ambitious inorganic growth
opportunities and defining new possibilities
for lighting through our technology.

A spirit of change and development runs
through our organization, powering our
industry leadership and resilience. And with
programs such as Horizon, we’re speeding
up our transformation, bringing us closer to
where we need to be to achieve our
business ambition.

Thanks to our continued dedication to
simplification and cost reduction measures,
our operational profitability continues to
improve, and free cash flow is strong.

Consolidated financial statements

Exciting developments in our growth
platforms - connected systems, loT
services, horticulture, solar, and LiFi -
continue to show that we’re leading the
industry toward a new era. All of this,
amid some challenging market conditions,
increase my confidence that we’re on the
right track.

We announced several acquisitions this year:

Klite in China for private and branded LED
labels; WiZ in Hong Kong for WiFi-based
connected lighting; US-based Once Inc.

and iLOX in Germany for animal-centric
lighting; and Cooper Lighting Solutions in
the US for professional lighting in North
America. These strategically sound moves
contribute to differentiating us structurally,
while enhancing our ability to serve our
customers.

Sustainability statements
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Strategic focus

We continue to execute against our

strategic priorities, transforming our

industry and building on our heritage.

e Our LED sales increased by 10% to 78% of
our total sales at the end of the year

¢ We installed 12 million connected light
points, bringing our total to 56 million
globally

e Our continuous innovation and
responsiveness to customer needs are
demonstrated by the launch of
BrightSites smart poles and the Philips
Hue HDMI SyncBox, as well as the
continued enhancements to our LiFi
offering (to name but a few)

¢ We againincreased our market share in
conventional lamps, sustaining a high
level of profitability, benefiting from our
‘last company standing’ strategy

<=>
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“Horizon aims to speed

up our execution, improve

our tfop line, profitability
and cash, and boost our
organizational health”

e Our transformation program Horizon aims
to speed up our execution, improve our
top line, profitability and cash, and boost
our organizational health

Our acquisitions

We’ve taken several steps this year which
illustrate our focus on strategic growth
areas and attractive markets. We expanded
our connected lighting offering through the
acquisition of WiZ Connected, allowing us to
extend our leadership in the smart home by
stepping into the WiFi-based lighting

market. This perfectly complements Signify’s
existing offers and will help us to continue to
deliver an experience rich in light and
intuitive in use for our customers.

As part of our commitment to agricultural
lighting, we increased our exposure to the
promising market of animal-centric lighting
by acquiring experts Once Inc. and iLOX.

These tailor-made lighting systems improve
the quality of life for livestock, which leads
to healthier animals and enhanced
production for the farmer.

By acquiring a majority stake in Klite,

we secured an independent supply chain in
China and strengthened our position in the
fast-growing private and branded label
segments. This move strengthens our
position in the supply chain of LED lamps and
luminaires, and the enhanced distribution
scale will help us deliver cost-efficient
innovations to customers faster, including
connected lighting offerings.

Finally, with our intention to acquire Cooper
Lighting Solutions, we expect to strengthen
our position in the attractive North
American lighting market, with increased
innovation power and more competitive
offerings. At a stroke, this major acquisition

Consolidated financial statements

will improve our business mix, with
Professional revenues increasing from 42%
to 53% of total sales, based on 2018 figures.

Our financial performance

In 2019 we increased our profitability for the
sixth consecutive year, resulting in further
improvement to our adjusted EBITA margin,
as well as the highest level of free cash flow
since our IPO. The profit and cash
contribution of the growing profit engines
increased in 2019 and now stands at more
than twice the contribution of Lamps, as we
continue to shift from conventional lamps to
lighting products, systems and services.
This strong performance has been achieved
in a challenging macro-environment; lower
activity in several markets - including India,
Europe and the US.

These positive indicators show the success
of our strategy, even in the face of
continued challenging market conditions. I'm
confident that our relentless focus on our
growing profit engines and new growth
platforms will further strengthen our market
leadership and progressively improve our
growth profile.

Our commitment to innovation

In 2019, we invested 4.5% of our sales in
R&D, the cornerstone of our business.

As part of our commitment to unlocking the
extraordinary potential of light, we launched
Trulifi, our own high-speed LiFi technology.
This enables highly reliable, secure and fast
wireless communication that leverages
existing and future lighting infrastructure.
Together with Vodafone we’re planning to
link the best of 5G and LiFi technology,

Sustainability statements
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extending the benefits of these
technologies from outdoors to indoors,
while we also partner with Latécoére to
bring LiFi connectivity to commercial
airplanes, and with Ellamp to enable bus and
train passengers to reap the benefits of LiFi
to the fullest.

As part of our commitment to sustainable
innovation, we launched a 3D printing
service that enables customers to custom-
design or tailor their luminaires. We then 3D
print and deliver their luminaires, saving on
time, energy, waste and packaging. All these
luminaires are recyclable, as part of our
move to a circular economy.

Additionally, we’re expanding growth areas
like aquacultural, horticultural and solar
lighting with best-in-class products and
systems.

Our commitment to sustainability
Thanks to the efforts and collaborations of
our teams around the world, we’re on track
to achieve our Brighter Lives, Better World
commitments and are taking urgent action
to contribute to the United Nations
Sustainable Development Goals. At the end
of 2019, 15 of our 19 markets were carbon
neutral and we’re proud to already generate
more than 80% of our revenues from
sustainable products and systems. For the
third year in a row, we’ve been recognized as
the Industry Leader in the Electrical
Components and Equipment category of the
Dow Jones Sustainability Index. And we
continue to push for more ambitious action.
At Climate Week 2019, | called upon
companies and countries to join the 3%
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Club, a group of 15 countries and 10
companies who are driving an increase of 3%
energy efficiency each year using existing,
cost-effective technologies and policy
instruments.

Our commitment to our customers
Customer satisfaction is one of our four
company values, and at the core of our Road
to Excellence, a company-wide journey to
streamline our business processes and allow
for better cooperation. This will ensure
faster and more accurate reaction to
customer needs and already led to a 10%
increase in customer NPS over the year.
This resulted in a customer NPS of 35 at the
end of Q4.

The use of digital tools will allow us to
anticipate future needs, givingus a
competitive advantage by adjusting our
business processes. This focus on
prevention was the key success factorin
2019 and a major part of our Quality Culture.
Additionally, we have worked on the further
maturation of the organization by driving the
European Foundation for Quality
Management excellence model into our DNA.

Our commitment to people
development

In 2019 we rolled out Learning@Signify as
our new global learning platform, as part of
our commitment to foster a learning culture
and help our employees skill up and reskill.
By year-end 59% of our employees were
active users. We've also strengthened
detailed succession plans to help develop
and promote people internally. In 2019, 70%
of our leadership positions were staffed

internally, demonstrating success in our
efforts to build a strong internal succession
pipeline. We continued with our quarterly
employee survey to measure employee
engagement. Our employee NPS has
improved, from 13 in 2018 to 18 in 2019,

with participation levels of 83% in Q4 2019.

Our Board of Management

Stéphane Rougeot, who joined Signify in
September 2016, has decided to leave the
company for personal reasons. | would like
to personally thank Stéphane for having
been such a strong partner and for being
instrumental in driving many of the
improvements at Signify over the past

3.5 years. I'm very pleased that René van
Schooten, who knows Signify very well and
served in this capacity during the IPO, takes
over the CFO role on an ad interim basis.

| am also happy that Maria Letizia Mariani has
been proposed as a member of the Board of
Management where she will bring extensive
business and commercial experience.

Our thanks

On behalf of our Board of Management and
our leadership team | extend my sincere
gratitude to our employees, who show
unwavering dedication to transforming our
business and unlocking the extraordinary
potential of light for brighter lives and a
better world.

| also thank our customers for their trust
and loyalty, which motivates us to do our
best work every day. And finally, | thank our
shareholders for their confidence in us and
in our strategy.

Consolidated financial statements Sustainability statements

We’'re currently leading the next wave of
lighting transformation, turning connected
light sources into data collection points,
and continuing to shape the future of our
industry.

Eric Rondolat
CEO Signify

Signify Annual Report 2019
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3 GCreating value

3.  Our strategic focus

We have been in a leading position as the

lighting industry transitions from

conventional to LED lighting, and we’re now
leading the next transition, as the industry
moves toward connected lighting. Our track
record in innovation is strong and we invest

Strategic priorities 2019

Sustainability statements

Create segmented and differentiated LED offers to increase our share - Our global reach and client proximity allow us to deliver
a product portfolio that addresses local market needs with both high-volume products and differentiating propositions,
addressing customer needs across all product segments.

Drive systems growth to increase our connected installed base - Connected lighting is becoming increasingly important in the
general and specialty lighting markets. We’re actively shaping the industry migration to lighting systems in both the professional
and consumer markets.

Develop recurring data-enabled services revenues - We're realizing additional revenues from our installed base by offering new,
value-added services. In doing so, we make people’s lives safer, more productive, and more comfortable; businesses and cities
more efficient and liveable; and the world more sustainable.

Invest in growth, organically and inorganically - We invest to help define what’s next in lighting and remain ahead of the industry.
From 3D luminaires to LiFi, we're redefining the capabilities of lighting to help our customers solve more complex problems. Our
investments can also include the acquisition of (stakes in a) business complementing our portfolio.

Grow a leading market share in conventional - While the overall conventional market continues to decline, we expect to decrease
less than the market, capture market share and optimize our free cash flow. Our manufacturing footprint rationalization and
product portfolio simplification brings additional efficiency gains and cost reductions.

Digitalize and improve our commercial and supply chain processes for our customers - We continuously strengthen our
commercial excellence capabilities across all channels. By investing in digitalization, we aim to further improve our longstanding
local customer relations and global distribution network.

Achieve world-class operational excellence - We aim to leverage operational excellence capabilities across the organization by
implementing programs that focus on minimizing waste, reducing defects and increasing the efficiency of our entire value chain
while reducing our fixed costs.

Signify Annual Report 2019

Signify, headquartered in Eindhoven, the Netherlands, is the world market leader with
recognized expertise in the development, manufacture and sale of innovative, energy-
efficient lighting systems and services. We have pioneered many key breakthroughs in
lighting over the past 128 years and have been a driving force behind several leading
technological innovations. We employ 32,000 people in 74 countries.

heavily in R&D to stay at the forefront of
technological developments. Our size and
position across the value chain provide
significant economies of scale, allowing us to
leverage the development of innovative
technologies, products and services.

Proof points 2019

LED lighting share increased from 71% to 78% of
total sales

Installed light points using our connected lighting
products increased by 27% to 56 million connected
light points

Bolstered Interact platform with further
enhancements of Interact Indoor Navigation and
launch of Interact Smart Workspaces and Interact
Asset Tracking

4.5% of sales invested in R&D

Acquisitions of Cooper Lighting Solutions and Klite
will strengthen our position in North America and in
the supply chain of LED lamps and luminaires
Continued strong free cash flow of Lamps at 19%

of sales

Our average DRM (Delivery Reliability Metric)
improved by 160 basis points

Adjusted EBITA margin improved by 30 basis points
to 10.4%
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The lighting company for
the Internet of Things

Our position as an industry leader in connected lighting
for the Home and Professional segments makes Signify the
lighting company for the Internet of Things (loT). By
extending our industry leadership into the loT, we’re
unlocking additional value by offering our customers new
apps and services.

Today’s lighting technology can do much more than simply provide
illumination. At Signify, we’re turning light sources into data
collection points, connecting devices, places and people through
light. In doing so, we make people safer, more productive,

and comfortable; businesses and cities more energy efficient and
livable; and the world more sustainable.

Add in a networked layer of intelligence, in both professional
spaces and at home, and it’s clear that we’re harnessing data to
unlock new applications and create additional value from light and
light sources.

In 2019 we: made agreements to put Trulifi, our own highly

stable and energy-efficient alternative to WiFi, in planes and on
buses; launched Brightsites by Signify, smart utility poles that
accommodate a wide variety of loT sensors and cameras, offering
environmental monitoring and enhanced security options such

as incident detection; and we hosted a Hackathon to leverage
the rich set of Interact APIs to facilitate innovative, scalable,

and integrated implementations into the Interact loT platform.

These are just a selection of the projects we’re undertaking and
products we’re taking to market in order to create new value for
our customers. Innovations like these are possible because we
bring over a century of lighting industry knowledge to visionary
R&D.
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The new Atea office building in Stavanger, Norway, has been conceived from the
ground up as a living lab - a test bed and showcase for connected and integrated
systems.

Customer challenge

Atea, the leaderin IT infrastructure in Norway
and the Baltics, wanted to move into smart
building solutions. To do this, they decided to
create a living lab, where employees test
products and services by using them
themselves. This would unlock new insights into
the challenges their customers face, and ways
to test solutions and achieve operational
excellence.

Solution

By partnering with Signify and networking giant
Cisco, Atea was able to design and engineer a
truly integrated smart building from the bottom
up. New technologies include a personal
control app for the lighting system, a highly
accurate indoor location system, multisensors,

and even LiFi for light-based, high-bandwidth
wireless communications. As a smart office
solution showcase, the new building allows the
company to demonstrate what they can do with
a converged infrastructure.

Atea regularly welcomes potential customers
to their offices in Stavanger to see for
themselves how smart buildings can be
configured, maintained and managed.

More people visited the new building in six
months, in fact, than had visited the old Atea
building in over ten years.

Because the building houses Atea’s Stavanger
workforce, the company also makes employee
comfort and productivity as high priority as
showcasing multiple smart solutions and their
integration.

Interact Office

The Interact Office system creates a platform
for distributing intelligence throughout the
building’s illuminated spaces. It’'s embedded
into the office environment, supporting both
employee well-being and operational
efficiency, so that all building systems work
together seamlessly. The converged IT
infrastructure integrates systems, collecting
rich, actionable data for monitoring, modeling,
and Al applications.

Sustainability statements
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To showcase two big sporting events, Shaoxing Shangyu Sports Center was
outfitted with a connected lighting system capable of wowing the in-house
audience and those watching on TV at home - and providing athletes with the best

possible conditions for competition.

Customer Challenge

Shaoxing Shangyu Sports Center,

the largest sports facility construction
project in the history of Shangyu city, China,
wanted an interconnected lighting system to
provide a better viewing experience during
two major sporting events. Due to time
constraints, it needed to be installed quickly
and easy to operate.

Sports Center - Shangyu, China

Solution

Signify provided professional lighting
systems that bathed the swimming pool in
the best quality light. 88 sets of Philips
SportsStar and 622 LED flood lights tailored
for sports lighting — and meeting the
broadcast requirements of various
international events — were installed to
provide maximum coverage of the space.

Consolidated financial statements

Managed by the Interact Sports connected
lighting system, the operator can control
the lighting of the venue through an intuitive
interface and application suite.

The adaptable lighting system can be used
for major international competitions
broadcast on TV, professional and amateur
tournaments, as well as training and
entertainment activities. Modes can be
navigated with a single click; combining
high-quality venue flood lighting and
dynamic light performances which can be
synced to music to create experience
enhancing light shows.

Now, competitors, fans and TV viewers can all
better enjoy their experience. The Interact
Sports connected lighting systems also helps
operators optimize usage and create an
impressive lighting experience.

Sustainability statements
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Interact Sports

The Interact Sports connected lighting
system can monitor, manage and control all
lighting assets in real time. The tailor-made
software application brings together
connected lighting systems — and the data
those systems collect - with other loT
solutions. Through real-time visualization of
data, it improves operational and
maintenance efficiency, while offering new
possibilities for lighting and fan experiences.
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With indoor navigation integrated into the ‘Find my product’ app, Albert Heijn in
Hoofddorp, the Netherlands can now efficiently help shoppers find everything they
need, enhancing the shopping experience and avoiding lost sales.

Customer challenge

Albert Heijn is committed to making grocery
shopping and cooking easier for its
customers. This can be a challenge if
customers can’t find all the products on
their list. Independent research* conducted
among 1,000 Dutch shoppers found that 14%
occasionally can’t find products when
shopping. This relates to many products,
not just ones they shop for occasionally.

As aresult, 44% of those shoppers leave the
store having bought at least one less item
than they planned. Albert Heijn needed a
way to help shoppers to find every product
quickly and easily.

Solution

Our solution connects the Interact Retail
Indoor navigation system to Albert Heijn’s
product database in one app, making it
possible to locate every item sold in the
store to within 30 cm.

Each light point in the store sends a unique
code that’s captured by the front camera of
a smart device, providing the location of the
shopper and combining that with the
location of the product. Customers can then
follow dynamic directions on a digital map
that takes them to the product using the
shortest route. The system also provides
retailers with location analytics such as
dwell time, footfall and density helping them
to improve business and marketing
initiatives.

Interact - Shopping made easy

The ‘Find my product’ app harnesses the
power of connected lighting in the store by
using the Interact Retail navigation system
to create a dynamic locations system.
Research** shows that users appreciate the
speed, convenience and independence of
being able to find a product without
searching or asking, with 84% giving it a
‘thumbs up’, showing a strong appreciation
for its benefits.

CG Research commissioned by Signify,

October 2018

Research by PAM research & advice, commissioned
by Signify, October 2018

Sustainability statements Signify Annual Report 2019

Albert Heijn supermarket - Hoofddorp, Netherlands
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3.2 Brighter Lives, Better World

Our world is increasingly feeling the pressures of population growth, resource scarcity and
climate change. At the same time, our stakeholders pay increasing attention to the circular
economy, food availability and health & well-being. As a purpose driven organization,

we understand the importance of taking urgent action and this is why we align our business
strategies with the UN Sustainable Development Goals (UN SDGs).

As part of our Brighter Lives, Better World program, we have defined commitments for 2020
which are aligned with the UN SDGs: 80% Sustainable revenues; Deliver >2 billion LED lamps
and luminaires (cumulative from 2015); 100% carbon neutral and 100% renewable electricity;
Zero waste to landfill; Safe and healthy workplace with a TRC of < 0.35; Sustainable supply
chain with a 90% performance rate. Furthermore, we have committed to reaching 5 million

Our contribution

Consolidated financial statements

2020 Commitments

Sustainability statements Signify Annual Report 2019

lives with renewably powered lighting and supporting 10,000 people with technical and
business skills development (cumulative from 2017). By the end of 2019, we were well on track
achieving all of these commitments. Additionally, and for the third consecutive year, Signify
achieved the status of Industry Leader in the Electrical Components and Equipment category
of the 2019 Dow Jones Sustainability Index (DJSI), with top scores (100/100) obtained in
Materiality, Innovation Management, Environmental Reporting, Operational Eco-Efficiency and
Labor Practices Indicators.

We contribute directly or indirectly to all SDGs, but there are six SDGs where we can make the
biggest impact through our business activities and sustainability programs: SDGs 3, 7, 8, 11,

12 and 13. Partnerships play a strong role in helping us to accelerate our progress: these
include GOGLA, South Pole, RE100, the Carbon Disclosure Project, The Climate Group,

the World Green Building Council, the Responsible Business Alliance, the UN Environment
Program and the World Economic Forum.

2019 Progress

[HIEWI We increase food availability and quality through
horticulture and animal lighting and increase wellbeing
through human centric lighting

* 5 million lives lit

¢ 80% Sustainable revenues

¢ 82.5% Sustainable revenues
« +3.8 million lives lit

We deliver cleaner solutions through energy efficient
and solar lighting and are committed to 100% renewable
electricity in our operations

* 80% Sustainable revenues
« 2 billion LED lamps & luminaires delivered
* 100% Renewable electricity

* 82.5% Sustainable revenues
« 2.3 billion LED lamps & luminaires delivered
* 94% Renewable electricity

DECETNORAD We foster decent work and economic growth by improving

o

the safety & wellbeing of employees and suppliers and
training lighting entrepreneurs

* TRC rate of < 0.35
» Sustainability supplier performance rate of 90%
* 10,000 people with technical and business skills

* 0.32 TRC rate

¢ 99% supplier performance rate

¢ +8,000 people supported with technical and business
skills

([l We enable smart cities, increase the safety & security
of roads and urban areas, enable safe & sustainable
‘Eé_ workplaces in offices and industry, and light lives in off-grid
N areas

* 5 million lives lit

¢ 80% Sustainable revenues

¢ 82.5% Sustainable revenues
« +3.8 million lives lit

TI-ITEN We are transitioning to a circular economy through circular
WIUHLE products and services, responsible packaging, zero waste

m to landfill and increased recycling

e Zero Waste sent to landfill

¢ 2% waste sent to landfill, a 70% reduction compared
to 2018
* 90% of all manufacturing waste recycled

13 coue We drive climate action by going beyond carbon neutral
operations to also reduce the carbon footprint of our

@ products, logistics and suppliers

e Carbon Neutrality
» 250 suppliers reporting on scope 1and 2 emissions
* 200 suppliers reporting on emission reduction

¢ 82% carbon neutral

* 15 markets carbon neutral

« 157 suppliers reporting scope 1and 2 emissions and
160 suppliers reporting emission-reduction activities
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Boosting M&S’ sustainability profile with

3D printed luminaires

Fashion and food retailer Marks and Spencer (M&S) is making significant strides in
becoming more sustainable by installing 3D printed luminaires, manufactured using

a 100% recyclable polycarbonate material.

Customer challenge

M&S was the first major retailer to become
carbon neutral, back in 2012. As part of its
commitment to become even greener the
retailer was looking for a retail lighting
application that would reduce the carbon
footprint of its stores and complement its
sustainability strategy by delivering energy
savings.

Solution

M&S installed thousands of 3D printed LED
luminaires from Signify in stores in the UK,
including London, Manchester, Belfast as
well as Dublin and Cork in Ireland. These
luminaires are nestled into the existing
fittings, ensuring the continued use of
current ceiling tiles.

Consolidated financial statements

3D printing of luminaires provides a more
flexible, fast and more environmentally
friendly way to manufacture. A typical 3D
printed luminaire (excluding electronics and
optics) has a 47% lower carbon footprint
than a conventionally manufactured metal
luminaire and Signify uses a 100% recyclable
polycarbonate material. The luminaires
weigh less, reducing the carbon emissions in
shipping by 35%. By keeping production
close to urban areas, Signify further
reduces the footprint, and nearly every
component may be reused or recycled,
supporting the idea of a circular economy.

3D printed luminaires

Signify aims to have 500 3D printers of
different sizes with the ability to create
luminaires up to 60 cm height and width.

Sustainability statements

Its facilities include Maarheeze in the
Netherlands, and Burlington, Massachusetts
in the US, serving both professional and
consumer markets. Additional facilities in
Noida, India and Jakarta, Indonesia will
follow in 2020.

“3D printing has been around for a
while, but these luminaires are the
first real retail lighting application
we’ve seen that improves the
sustainability of our stores and
are extremely complementary to
our sustainability strategy.”

Oliver Knowles, Research &
Development Manager within the
Property Group, Marks and

Spencer
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Thanks to our LED lighting installation, the fish farming process has become more
responsible and efficient. It helps the fish convert feed better, reducing the amount
of fish food being used, resulting in lower cost and cleaner water.

Customer challenge

According to the UN, nearly 90% of the
world’s marine fish stocks are now fully
exploited, overexploited or depleted.
Responsible fish farming can help alleviate
the pressure on wild fish stocks. Australis
Seafoods, which specializes in the sale of
salmon and trout, is committed to ensuring
the long-term viability of the fish farming
industry. The company needed a lighting
solution that would promote the health and
growth of their fish and improve the
efficiency of their operations.

Solution

The first aquaculture LED lights were
installed in Australis’ Moraleda fish farm in
Aysén, Chile. These underwater lights, up to
100,000 lumens, mimic the summer sun,
aiding growth and helping the fish convert

feed better, meaning faster growth from
less fish food.

This lowers cost and keeps the water
cleaner. By installing the lights five meters
below the surface, the fish are attracted to
that depth, dramatically reducing infections
by sea lice, who live closer to the surface.

The site realized one of the best production
results in Australis Seafoods’ records and
was named the best Skretting 2019 Fish farm
in the Xl region of Aysén.

“For several years, Signify has been
providing the Chilean salmon industry with
innovative photoperiod systems, controlling
light duration and further optimizing salmon
production. With our LED lighting we help
customers improve feed conversion rates,
reduce food costs and lower the risk of
infection, creating greater overall efficiency
in sea-based salmon farms,” says Bill Bien,
Leader of Signify’s Agricultural Lighting
business.

Aquaculture

LED lighting is a powerful tool for enhancing
fish production and welfare. The adjustable
LED technology allows the creation of
specific lighting conditions to optimize
aquatic environments as fish develop.
Aquaculture LED solutions improve feed
conversation rates, limit sexual maturation
and lower parasite infestations.
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The women entrepreneurs

lighting up Tanzania

The Women Entrepreneurship through the Solar Value chain for Economic
development, or WE SOLVE in short, partnership between Solar Sister, BRAC and
Signify is committed to bringing access to green-powered lighting technology while
also enabling entrepreneurship opportunities for women in rural Tanzania.
Together, the three partners provide training for women, products and
microfinancing to sell clean energy products in their own and neighboring

communities.

Challenge

Rural communities in Tanzania face several
important challenges. First, there’s the lack
of employment and economic opportunities
for women. Then the communities lack
access to clean energy, meaning that many
communities are still forced to use toxic
kerosene-powered resources. And lastly,
these communities are underserved by
banks, limiting people in their ability to start
businesses of their own and become
entrepreneurs.

Solution

By combining forces and their expertise,
Solar Sister, BRAC and Signify are
supporting the rise of a new and unique
ecosystem. In Tanzania alone, Solar Sister
has trained over 1,900 Solar Sister
Entrepreneurs (SSEs) to sell clean energy
products. Signify — and other providers

- are ensuring that Solar Sister
entrepreneurs have high-quality, energy-
efficient, reliable and safe lighting to sell.
BRAC then provides microloans, enabling
people without access to traditional

Consolidated financial statements

financing to purchase solar energy products
such as lights and phone chargers.

This innovative, joined-up approach,
between a diverse combination of partners,
effectively supports sustainable
development in these communities.

Using this unique model, the partners
expect to reach 260,000 households,
providing over one million Tanzanians with
clean, renewable energy, improving lives and
harnessing the energy of the sun to power
the latest solar technology — and the local
women of Tanzania.

Solar lanterns

The Philips LifeLight solar lantern is uniquely
designed to support the needs of people in
off-grid communities. The lanterns’ battery
fully charges under eight to ten hours of
direct sunlight, depending on weather
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WE SOLVE - Tanzania

conditions, and provides up to 20 hours of
lighting, depending on the lumen output
users choose. The lanterns also have a USB
port for charging phones and other devices.
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3.3 Value Greation Model

At Signify, our strategic priorities aim to address global trends and our stakeholders’ expectations, while contributing to the achievement of the UN SDGs. With our purpose to unlock the
extraordinary potential of light for brighter lives and a better world, we create long-term value beyond financial performance. Our approach is to optimize value through financial, environmental
and social resources. Our activities and our way of doing business impact customers, employees, investors and society at large. By expressing these impacts in monetary terms, stakeholders
can consider the indirect economic, social, and environmental effects of our business more effectively. For a trend analysis of our impact, please refer to our Methodology for calculating
societal impact on our Sustainability downloads webpage: https://www.signify.com/global/sustainability/downloads.

Stakeholders

OO

Demographic change
& Urbanization

Climate change

& Resource scarcity / / \ \
\_ J
Input Output
Financial - EUR 270 million R&D investments - EUR 6,247 million sales Brighter Lives
with 83.5% sustainable innovation * EUR 648 million adjusted EBITA gm=s  We created EUR 298 million in
+ EUR 2,324 million total equity + EUR 529 million free cash flow —va value for society through
- EUR 6,715 million total assets - 19,400 patent rights total shareholder returns, tax
»and interest payments.
af
We created EUR 1,000 million
fisi=  in value for society through
Environmental - 3.885 terajoules energy with - 64 kilotonnes net CO, emitted AEQ_ employees’ salaries & wages
94% renewable electricity Our Purpose - 36.4 kilotonnes wasté with AEEEC and Ie:armng_ & development
- EUR 2,810 million materials is to unlock 90% recycled combined with the costs to
+ 944 thousands of m® water X + 2,344 million LED lamps & society of injuries & illnesses
the extraordlnary luminaires, avoiding 56,943 at work.
tential of light f kilotonnes of CO,
potental or lig or - 82.5% sustainable revenues

Better World
We caused EUR 8.9 million in

Q

® brighter lives and
S a better world
Q/‘

Social - 32,005 FTE in 74 countries X - 384,000+ e-learnings courses - f\rl:hzns\lal;:):tr;:\r:il/zoﬁ;mr;t
- 17,600 learning modules offered booked e ate EUR 1 339'm””0n in
+ EUR 4.25 million spent on training - 99% supplier sustainability @e) lue th h co ided b
O Q O - 73 supplier audits performance 18 oo \S/zi:cein ':;USED S(;::T_IES anz
+ EUR 2.1 million to the Signify - 59 projects delivered through . 2 ST
[ Foundation the Signify foundation € | increased biodiversity.
- 0.32 total recordable case rate

costs to society through our

Avoided emissions from LED are based on the difference in energy use between
conventional and LED light technologies. Energy use of our LED lamps & luminaires results
in 10,807 kilotonnes CO,, equivalent to EUR 1,145 million in costs to society.


https://www.signify.com/global/sustainability/downloads
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Connected streetlights create cost
and energy savings in Pune, India

Pune is transforming into a smart city thanks to our connected streetlights. The
municipality installed new LED luminaires, as well as remote group control and
monitoring through Interact City. The project was fully self-financed through

energy and maintenance cost savings.

Customer challenge
The historic city of Pune in western India is
home to approximately three million people

and is also a popular stop on the tourist trail.

The city’s conventional streetlights were
costly and used a lot of energy. At the same
time, planners were keen to establish more
even light levels and secure consistent
maintenance. A new road lighting solution
was proposed to reduce expenses and
streamline operations.

Solution
This public-private partnership was the first
of its kind in India and is fully self-financed

through the energy savings and reductions
in maintenance costs that LED technology
brings about, meaning the entire project
resulted in no additional expenses for the
city.

In addition to replacing 80,000 halogen
lights with energy-saving LED luminaires,
we ensured that all the street lighting is
remotely connected and can be monitored
and controlled from a single Command &
Control room through the Interact City
system. This allows city authorities to dim
groups of lights. Remote monitoring
identifies faulty streetlights, and automatic

Consolidated financial statements

fault notifications are sent via SMS to
registered mobile devices, so that
maintenance crews can more easily and
swiftly fix or replace them, minimizing
downtime.

The result of this ambitious installation has
been an overall improvement in street
lighting levels, reduction of downtime and
reduced energy consumption. The Interact
City system has also improved the street
lighting systems’ performance and enhanced
road safety for citizens.

Interact City

The Interact City connected LED lighting
system and management software provides
customers with a robust infrastructure to
enhance city services, improve public safety,
beautify public spaces, engage with citizens
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Pune municipality, India

and encourage civic pride. It also reduces
energy costs and increases efficiency by
collecting and analyzing data, enabling
better planning of maintenance,

and delivering better service for citizens.
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German football club Hamburger SV provided journalists and photographers with
fast, secure and reliable connectivity as it equipped the press center’s new
luminaires with the latest Trulifi system.

Customer challenge

Football stadiums are places where many
people gather, all excited to share pictures
and clips from the match through their
devices. The Volksparkstadion in Hamburg
has a capacity of 57,000 and like many
stadiums, the wireless signal in its busy
press center was prone to overloading.
This was due to journalists accessing the
network and interference from the mobile
devices of fans, staff and officials, all pinging
the wireless router.

Solution

Signify installed 84 Philips PowerBalance
gen2 LED recessed luminaires in the
stadium’s press center. Eight of the

luminaires have an integrated Trulifi 6002
transceiver, which modulates infrared light
waves to provide an Internet connection of
up to 150 megabits per second (Mbps),

a capacity substantially greater than either
4G or WiFi.

Journalists using the system receive a USB
Access Key, which plugs into their laptop.
This picks up the LiFi signal and transmits
data back to the luminaire. The LiFi system is
free from interference and encrypted. Also,
an extra layer of security is built-in as light
waves cannot pass through walls.

Thanks to Trulifi, journalists won’t miss a
deadline and photographers can file their
pictures at light speed.

Trulifi

Signify launched its Trulifi systems in 2019
and has installed more than 100 projects
worldwide, showing a growing demand for
the technology in offices, the hospitality
sector, government institutions, industry
and transportation. Trulifi combines
energy-efficient LED lighting with a reliable,
secure and high-speed two-way wireless
connection, with speeds of up to 250 Mbps
for the downlink and the uplink.
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Supercharging in-home entertainment
with Philips Hue Play HDMI Sync Box

Philips Hue Play HDMI Sync Box - USA

You’ve heard of surround sound, but
have you heard of surround lighting?

Challenge

Philips Hue leads the smart lighting industry
with a comprehensive portfolio of indoor
and outdoor smart light bulbs, fixtures,

and accessories. Its smart lighting
ecosystem offers routines to automate your
home lighting, preset and custom light
scenes to set the mood in any room of your
home, integration with other smart home
assistants and products, and more.

In 2018, Philips Hue launched the Hue Sync
desktop app, a proprietary computer
software that allows color-capable smart
lights to react to the content on a computer

Consolidated financial statements

screen. The feature was lauded - but users
still wanted more. They wanted the ability to
use Hue Sync with their home entertainment
setup.

Solution

In 2019, Signify released the Philips Hue Play
HDMI Sync Box and the accompanying Hue
Sync mobile app. The sync box allows users
to connect their color-capable Philips Hue
bulbs, fixtures, and lamps to the HDMI-
connected content on their TV screen, while
the Hue Sync mobile app lets users control
the sync box and customize the way their
lights react to the content on their TV
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screen. During the first month after launch,
the sync box sold 4,904 units in the United
States; an average of 95% of consumers
now use the device daily.

The Philips Hue Play HDMI Sync Box

With four inputs and one output, users can
connect up to four HDMI devices, such as
gaming consoles and streaming devices,

to the sync box. The sync box acts as a
middleman between the devices and TV,
relaying the signals from the HDMI devices
to the lights and making them dim, brighten,
dance, and flash along with the TV content.

<=>
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Consolidated financial statements

2018 2019
Sales 6,358 6,247
Comparable sales growth' (4.4)% (4.6)%
Gross margin 2,382 2,307
as a % of sales 37.5% 36.9%
Income from operations 410 401
Financial income and expenses (41) (43)
Income tax expense (106) (93)
Netincome 261 267
Adjusted gross margin’ 2,433 2,360
Adjusted indirect costs’ (1,896) (1,813)
Adjusted EBITA" 640 648
as a % of sales 10.1% 10.4%
Restructuring, acquisition and incidental items’ (136) (148)
EBITA’ 504 500
Basic earnings per share in EUR 1.95 2.08
Dividend per share in EUR? 1.30 1.35
Shareholders’ equity 2,041 2,181
Net debt’ 589 618
Working capital’ 536 388
Net cash provided by operating activities 381 599
Free cash flow' 306 529
as a % of sales 4.8% 8.5%

' Forareconciliation to the most directly comparable IFRS financial measure, see chapter 18, Reconciliation of

non-IFRS financial measures, of this Annual Report.

2 2019 Dividend subject to approval by the 2020 Annual General Meeting of Shareholders.

4.1 Financial
performance

4.1l Company performance

2019 was a year of solid progress, during
which Signify reported sales of EUR 6,247
million, improved its Adjusted EBITA margin
by 30 basis points to 10.4%, increased net
income to EUR 267 million and delivered net
cash provided by operating activities of EUR
599 million.

Signify reported sales of EUR 6,247 million,
areduction of 1.8% on a nominal basis.
Adjusted for 1.6% currency effects and 1.3%
consolidation impact, comparable sales
declined by 4.6%.

The performance in 2019 reflected a
challenging macro-environment, with higher
overall uncertainty and lower market activity
in certain markets, most notably in Europe,
India and the United States. This mainly
impacted the Professional and LED
electronics businesses and was partly offset
by a strong performance in Home.
Comparable LED-based sales grew by 1.4%
and represented 78% of total sales
compared with 71% in 2018.

Signify’s gross margin amounted to EUR
2,307 million in 2019 compared with EUR
2,382 million in 2018. The adjusted gross
margin as percentage of sales reduced by
50 basis points to 37.8%, including a
negative currency effect of 30 basis points.

Sustainability statements
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Indirect costs decreased by EUR 67 million,
as a result of the continued rigorous
implementation of cost reduction initiatives
during the year. Adjusted indirect costs
decreased by EUR 83 million, or 80 basis
points as a percentage of sales. In 2019,
the company continued its journey to
operational excellence. Initiatives included
accelerating new growth platforms, driving
sales excellence, and increasing efficiency in
manufacturing, supply chain, procurement
and support functions.

The company reported EBITA of EUR 500
million. The Adjusted EBITA amounted to EUR
648 million. This resulted in a 30 basis points
improvement in the Adjusted EBITA margin to
10.4%.

R&D expenses amounted to EUR 283 million
compared with EUR 312 million in 2018.

This included EUR 13 million of restructuring
charges compared with EUR 25 million in
2018, resulting in adjusted R&D expenses of
EUR 270 million in 2019. As a percentage of
sales, adjusted R&D expenses decreased
from 4.5% in 2018 to 4.3% in 2019.

Income from operations decreased from
EUR 410 million in 2018 to EUR 401 million in
2019. The delta can mainly be explained by
higher acquisition-related charges and
incidental items. Acquisition-related
charges amounted to EUR 13 million and are
mainly related to the intended acquisition of
Cooper Lighting Solutions and the
acquisition of Klite. Incidental items
amounted to EUR 36 million. These items
have a non-recurring nature and relate to,
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among other items, transformation
initiatives and real estate gains.
Restructuring costs were EUR 99 million in
2019, with the majority of costs related to
Lamps and Professional. Net income
amounted to EUR 267 million compared with
EUR 261 million in 2018, and benefited from
lower income tax expense.

Net cash provided by operating activities
increased from EUR 381 million to EUR 599
million, mainly driven by better working
capital, lower income taxes paid, and EUR 71
million positive impact from the application
of IFRS 16 in 2019. Free cash flow increased
from EUR 306 million in 2018 to EUR 529
million, or 8.5% of sales, in 2019. Net capital
expenditures amounted to EUR 70 million in
2019, or 1.1% of sales. For 2020, net capital
expenditures are expected to be in the
range of 1.0% to 1.5% of sales.

Shareholders’ equity increased by EUR 140
million to EUR 2,181 million, primarily driven by
net income, partially offset by the dividend
distribution. In 2019, EUR 164 million of
capital was returned to the shareholders
through the company’s annual dividend
payment.

Net debt at year-end increased by EUR

29 million to EUR 618 million compared with
the same period of 2018, due to a EUR 200
million increase in gross debt mainly related
to IFRS 16 which was partly offset by an
increase in the cash position. Working
capital decreased year-on-year by EUR 148
million to EUR 388 million. As a percentage of
sales, working capital improved by 220 bps
to 6.2% of sales, mainly driven by the
consolidation of Klite as of October 1, 2019,
higher payables and lower accounts
receivable.

Consolidated financial statements

As of December 31, 2019, Signify had a net
pension liability of EUR 437 million, compared
to EUR 474 million at December 31, 2018.
During 2019, Signify made a contribution of
USD 20 million to the pension fund in the
United States.

Signify employed 32,005 full-time
equivalents (FTEs) at year-end 2019,
compared with 29,237 at year-end 2018.
The increase in FTEs is driven by the
acquisitions that were completed in 2019.

4.1.2 Growing profit engines
The growing profit engines - LED,
Professional and Home - represent the
foundations Signify is building on and
investingin, in line with the company’s
strategy to move to LED and connectivity,

Growing profit engines in millions of EUR unless otherwise stated
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unleashing new growth platforms.

The growing profit engines reported sales of
EUR 5,061 million, a nominal increase of 3.0%,
particularly driven by acquisitions made.
Comparable sales growth of the growing
profit engines was -0.3%, mainly due to a
challenging macro environment resulting in
lower market activity in Europe, India and the
United States. Our growth platforms,
connected systems, loT platform services,
Horticulture, Solar, LiFi and 3D printing,
showed positive momentum in 2019.

The Adjusted EBITA margin of the growing
profit engines improved by 180 basis points
t0 10.4%, with each of the three business
groups improving profitability. The growing
profit engines substantially increased free
cash flow to EUR 559 million in 2019 and each
of the three business groups generated
positive free cash flow.

Sales CSG™"2 Adj. EBITA margin Free cash flow23
2018 2019 2018 2019 2018 2019 2018 2019
LED 1,812 1,891 0.4% (1.1)% 11.7% 12.7%
Professional 2,635 2,649 (0.4)% 1.7)% 9.5% 10.0%
Home 467 521 (3.8)% 11.3% (8.1)% 3.8%
Growing profit engines 4,914 5,061 (0.4)% (0.3)% 8.6% 10.4% 370 559

' Comparable sales growth.

2 Forareconciliation to the most directly comparable IFRS financial measure, see chapter 18, Reconciliation of non-IFRS financial measures, of this Annual Report.
3 Excluding non-allocated free cash flow items (e.g. tax, interest).

<=>



25

We are Signify Creating value

Corporate performance

Governance Corporate statements

4.1.3 Performance by

Business Group

Performance LED

About LED

LED sells a wide variety of LED lamps, namely
spots, bulbs and tubes, to the professional
and consumer channels. In addition,

the Business Group sells LED electronic
components, consisting of LED drivers and
LED modules, to luminaire OEMs for
professional luminaire applications in the
retail, office, industry and outdoor
segments. In 2019, Signify acquired a 51%
stake in Klite, one of the leading providers of
high-quality, cost-efficient LED lamps and
luminaires.

Based on research performed internally,
the company believes that LED held the
number one position in sales in the global
LED lamps and electronics market in 2019.

Key figures LED
in millions of EUR unless otherwise stated

2018 2019
Sales 1,812 1,891
Nominal sales growth (4.7)% 4.4%
Comparable sales growth!  0.4% (1.1)%
Income from operations
(or EBIT) 200 212
EBITA’ 204 217
Adjusted EBITA" 212 240
as a % of sales 11.7% 12.7%
Number of employees
(in FTEs) 5,979 11,790

' Forareconciliation to the most directly
comparable IFRS financial measure, see chapter
18, Reconciliation of Non-IFRS Financial Measures,
of this Annual Report.

Strategic priorities

LED aims to further strengthenits
leadership position in LED lamps and LED
electronics by continuously improving
customer value through feature
differentiation (e.g. EyeComfort) and leading
the transition towards connectivity. On the
LED lamps side, this includes winning market
share by providing the most complete and
compelling offering to its customers and
enlarging distribution. In LED electronics,
the aim is to lead the transition to smart
lighting through innovation leadership in
connected components and digitization of
design and supply chain to serve its OEM
partners.

Acquisitions

In 2019, Signify closed the acquisition of
Klite which will strategically strengthen the
company’s position in the supply chain of
LED lamps and luminaires. The combined
expertise, innovation power and distribution
scale will help to deliver cost-efficient
innovations to customers faster, including
connected lighting offers. In addition, Klite
will allow LED to capture more value from
the growing private label segment.

Signify also acquired WiZ Connected,
developers of the WiZ Wi-Fi-based
connected lighting ecosystem. The addition
of WiZ enables Signify to extend its
leadership by stepping into the Wi-Fi-based
smart lighting market.

Consolidated financial statements

2019 Business highlights

UniversalFit TLED in North America: this
product is compatible with any ballast,
making replacement of fluorescent tubes
easier than ever before.

TrueForce Urban in Europe: this lamp is
used to replace conventional High-
Intensity Discharge lamps. It creates a
pleasant and safe atmosphere in outdoor
environments with LED retrofit. The lamp
is easy toinstall, creates 80% energy
savings and has a payback period of less
than two years.

Wi-Fi based smart lighting in the United
States, Europe and India: provides
consumers with easy-to-install smart
lighting, which operates with the WiZ
Connected Ecosystem via the WiZ App.
The retrofit light bulbs fit any table lamp,
luminaire or downlight.

Dual-zone ceiling luminaires in China with
an RF remote control to set innovative
unique light effects and light features
such as ‘going to sleep’. The productis
offered in many different design styles to
seamlessly integrate in various interiors.
Launch of world’s smartest outdoor LED
driver: enables connect-ready and
connected outdoor lighting. The driver
offers IntelliStart, enabling a maximum
number of light poles on a single circuit
breaker and energy metering with 99%
accuracy.

Private label wins: LED’s private label
business showed a solid performance
with 22 tenders won in 2019.
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2019 Financial performance

Sales were EUR 1,891 million, reflecting a
nominal sales increase of 4.4% as a result of
the 51% stake in Klite. Comparable sales
declined by 1.1%. LED lamps delivered a solid
performance, out-growing the market
mainly in Europe and Asia, while sales in LED
electronics were impacted by lower
customer demand in most regions.

Income from operations increased to EUR
212 million compared with EUR 200 million in
2018, driven by management of price and
mix. Adjusted EBITA amounted to EUR 240
million. This resulted in an improvement of
the Adjusted EBITA margin of 100 basis
points to 12.7%.

Market developments

There is a transition in both professional and
consumer segments from LED lamps to
functional LED luminaires and connected
solutions, as anticipated in the company’s
strategy. This trend is driven by an
increasingly compelling proposition of both
integrated LED luminaires and connected
solutions in particular, whilst at the same
time the replacement cycle of LED Lamps
reduces due to its longer lifetime.

The company expects this trend to continue
for the foreseeable future. This provides a
solid growth path with the ambition to drive
market share gains and leadership in
functional luminaires as connected lighting.
Signify continues to expect that the LED
lamps market will peak in 2020 in terms of
volumes. The LED electronics market is
expected to grow, particularly driven by the
shift to connected lighting. LED will drive
growth in LED electronics through the
transition to smart lighting via innovation

<=>
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leadership in connected components and by
expanding the market position in indoor LED
electronics.

2020 and beyond

In 2020, LED will continue to drive LED sales
growth through gaining market share and by
driving the transition to connected lighting,
functional LED luminaires and indoor
electronics. At the same time, LED will
continue to focus on further improving its
profitability and cash profile through
product differentiation, cost reductions and
working capital improvements by leveraging
the Klite acquisition. Furthermore,
organizational efficiencies will benefit the
indirect costs.

Performance Professional

About Professional

Based on research performed internally,
Signify believes that it is the global leader in
the professional lighting market for
products such as LED and conventional
luminaires, systems and services,

with strong positions across key
geographies. Professional products,
systems and services are used in multiple
market segments such as offices,
commercial buildings, shops, hospitality,
industry and outdoor environments including
smart cities. The products in the
professional business have historically
experienced a rapid shift from conventional
to LED lighting and have been integrated
into broader Systems and Services
capabilities.

Key figures Professional
in millions of EUR unless otherwise stated
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2018 2019

Sales 2,635 2,649

Nominal sales growth (4.2)% 0.5%

Comparable sales

growth'’ 0.4% @1.7)%
Income from operations

(or EBIT) 121 133
EBITA' 208 222
Adjusted EBITA' 251 265
as a % of sales 9.6% 10.0%
Number of employees

(in FTEs) 11,275 10,570

' Forareconciliation to the most directly
comparable IFRS financial measure, see chapter
18, Reconciliation of Non-IFRS Financial Measures,
of this Annual Report.

Strategic priorities

Professional focuses on strengthening its
global lighting leadership position by further
innovating in LED products, winning in
Systems & Services and unlocking the
potential in businesses such as Horticulture,
Solar, LiFi and 3D printing. Systems &
Services accounted for 24% of sales in 2019.
At the same time, Professional leverages its
scale to reduce cost of production. Another
strategic priority is to successfully integrate
the recently announced acquisition of
Cooper Lighting Solutions.

Acquisitions

In October 2019, Signify has entered into a
definitive agreement with Eaton to acquire
Cooper Lighting Solutions. The acquisition
will strengthen Signify’s position in the
attractive North American lighting market,
with increased innovation power and more
competitive offerings. In addition,

the acquisition will improve the business mix
with Professional revenues increasing from
42% to 53% of total sales. Cooper Lighting
Solutions has about 5,100 employees.
Closing is subject to regulatory approvals
and expected to take place in the first
quarter of 2020.

In 2019, Signify acquired animal-centric
lighting experts Once Inc. and iLOX to
capture attractive growth in agricultural
lighting. With this acquisition, Signify adds
know-how, technology and expertise in
animal lighting that complements the
horticulture lighting business. These
tailor-made lighting systems improve the
quality of life for livestock, which leads to
healthier and enhanced production for the
farmer.

2019 Business highlights

¢ Launch of tailor-made 3D printed
luminaires for circular economy: 3D
printing reduces the carbon footprint by
47% compared with metal luminaires.
Signify expands 3D printing capabilities
with facilities in the United States, India
and Indonesia.

* Launch of Trulifi: the world’s fastest
commercial LiFi systems provides highly
reliable and secure high-speed wireless
communication through existing and
future lighting infrastructure. Signify has
extended partnerships with key players
including Vodafone for 5G, Latecoere for
commercial airplanes, and Ellamp for
buses and trains. There are already more
than 100 pilots worldwide using Trulifi.

* Launch of BrightSites: offers a ready
platform for lighting and city-wide 4G/5G
and WiFiinfrastructure. It accommodates
a wide variety of loT sensors.
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¢ Installation of Philips SunStay solar
streetlights in park in Seville: helps
Seville, a city committed to sustainability
and ecology, to reduce energy costs and
improve its carbon footprint, while
enhancing the safety of visitors to the
park.

* Enabled Prime Delica to grow healthier
and safer crops for 7-Eleven customers
in Japan: through research, Signify
helped Prime Delica to develop an optimal
light recipe to increase vitamin levels and
the nutritional value of lettuce.

2019 Financial performance

Sales increased 0.5% on a nominal basis to
EUR 2,649 million. This represents a
decrease of 1.7% on a comparable basis.
During the year, Professional was impacted
by weak market conditions, most notably in
certain markets in Europe and in India.

Professional reported income from
operations of EUR 133 million in 2019.
Adjusted EBITA amounted to EUR 265 million.
The Adjusted EBITA margin improved by 50
basis points to 10.0%, as procurement and
indirect cost savings more than offset the
negative impact of price and mix.
Restructuring charges amounted to EUR 22
million, mainly related to simplification of
business structures, reduction of indirect
costs and industrial footprint rationalization.

Market developments

The professional lighting market is a large,
growing and resilient market. As the global
leader in this market, Signify is well
positioned to benefit from powerful global
trends such as the shift to connected
lighting. Signify’s Interact platformis
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designed to handle data collected from the
growing number of connected light points,
sensor devices and systems. The transition
to connected lighting is occurring rapidly,
particularly in developed countries.
Professional systems typically control a
large network of lights. Potential savings for
customers based on total cost of ownership
tend to be significant. As an example,
Interact City enables cities to centrally
manage street lighting and adapt intensity
depending on weather, traffic movement or
organized events, thereby realizing
significant energy cost savings. Up till now,
Signify has completed over 1,900 road &
street lighting projects in close to 60
countries. In 2019, Signify installed 12 million
connected light points world-wide to a total
of 56 million across all segments (both
professional and consumer). The total
number of existing light points worldwide is
around 26 billion, showing that the
connected lighting market continues to
offer significant growth potential for Signify.

2020 and beyond

Professional continues to implement its
strategy focused on innovating in LED
products, winning in Systems & Services,
and unlocking potential in growth platforms
such as Horticulture, Solar, LiFiand 3D
printing, while continuing the optimization of
its cost structure.

Performance Home

About Home

Home is the global market leader in
connected home systems and a top-three
player in selected home luminaires markets.
The Business Group develops and sells

connected lighting systems and luminaires.
For the development of its offering,

Home builds on the company’s strong
in-house R&D capabilities and knowledge in
LED and lighting applications, complemented
by extensive qualitative and quantitative
consumer research.

Philips Hue, introduced in 2012, is the market
leader in connected lighting for consumers.
The system enables users to personalize
their lighting to suit their preferences and
needs. Users can control lights wirelessly
through apps and smart devices, with their
voice or with remote control switches.

The Philips Hue offering is continuously
expanding. Recent examples of new
innovations include the launch of the Philips
Hue Bluetooth bulbs, the Philips Hue Play
HDMI Sync box and new smart accessories
such as the smart button and the smart

plug.

Key figures Home
in millions of EUR unless otherwise stated

Consolidated financial statements

2018 2019
Sales 467 521
Nominal sales growth (8.0)% 11.6%
Comparable sales
growth’ (3.8)% 11.3%
Income from operations
(or EBIT) (44)
EBITA' (43)
Adjusted EBITA' (38) 20

as a % of sales (8.1)% 3.8%

Number of employees

(in FTEs) 1,656 1,516

' Forareconciliation to the most directly
comparable IFRS financial measure, see chapter
18, Reconciliation of Non-IFRS Financial Measures,
of this Annual Report.

Strategic priorities

Home aims to further realize profitable
growth by driving the transition to
connected lighting for consumers in and
around the house. Its strategic priorities
include expanding the reach, breadth and
richness of Philips Hue. The aim is to achieve
this by investing in marketing and broadening
the portfolio to drive volumes and to further
expand in growth markets.

2019 Business highlights

¢ Launch of Philips Hue with Bluetooth: this
new offering enables direct light control
from a smart device without the need for
a bridge, and provides consumers with an
easy entry into the smart home lighting
market.

* Introduction of Philips Hue Play HDMI
Sync box: provides an easy way to
synchronize all digital content with up to
ten Philips Hue lights. It is compatible with
movies, TV shows and games,
and complements screen action in the
living room.

* Launch of smart accessories: the smart
button allows consumers to control their
Philips Hue lights with a single press,
or press and hold to brighten and dim.
The smart plug turns any light point with
power plug into a Philips Hue smart light.

2019 Financial performance

Sales amounted to EUR 521 million in 2019,
with a nominal sales increase of 11.6% and
comparable sales growth of 11.3%. This was
on the back of a particularly strong
performance in Europe as Home
experienced robust demand for connected
offers.

Sustainability statements
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Income from operations amounted to EUR 3
million compared with EUR (44) million last
year, driven by a higher top-line, gross
margin improvement and cost optimization.
Adjusted EBITA amounted to EUR 20 million,
resulting in an Adjusted EBITA margin of
3.8%.

Market developments

The consumer lighting market is expected to
benefit from the transition to LED luminaires
and the increasing adoption of connected
home lighting systems. The market for smart
home lighting systems is expanding rapidly.
At the same time, Home is experiencing
more connected lighting offerings coming to
the market.

2020 and beyond

Home will continue to focus on driving
profitable growth by retaining its market
leadership position and expanding the
reach, breadth and richness of the Philips
Hue offering.

Performance Lamps

About Lamps

Lamps is the global market leader in the
conventional lighting business and
comprises the company’s conventional
lamps and lamp electronics businesses.

It produces and sells lamps, based on a wide
variety of non-LED based technologies.
This includes HID, TL, compact fluorescent,
halogen, incandescent, as well as electronic
components (electronic ballasts and
drivers) and specialty lighting. Conventional
lamps are used in a wide variety of
residential and professional applications
and are bought by consumers, electrical
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installers and professional end-users
through a wide range of channels.

Lamp electronics are mainly sold to
luminaire manufacturers directly and as
replacement products to electrical
wholesalers. Finally, Lamps sells digital
projection lamps and drivers to the original
equipment manufacturers (OEMs) market
and the replacement market.

Key figures Lamps
in millions of EUR unless otherwise stated

2018 2019

Sales 1,428 1,159

Nominal sales growth (20.1)% (18.8)%

Comparable sales

growth’ (16.2)% (20.5)%
Income from operations

(or EBIT) 269 168
EBITA' 270 168
Adjusted EBITA’ 302 222
as a % of sales 21.1% 19.2%
Free cash flow"? 308 222
Number of employees

(in FTEs) 9,393 7,312

' Forareconciliation to the most directly
comparable IFRS financial measure, see chapter

18, Reconciliation of Non-IFRS Financial Measures,

of this Annual Report.

2 Excluding non-allocated free cash flow items (e.g.

tax, interest).

Strategic priorities

Lamps, the cash engine, enables Signify to
leverage strong commercial synergies in
brand coverage and customer reach and
aims to optimize free cash flow. While the
overall conventional market continues to
decline, Lamps’ focus is on winning market
share in key segments and markets to
remain the ‘the last company standing’.

Lamps continues to proactively manage its
manufacturing footprint and reduce
operational costs.

2019 Business highlights

Legislation to ban certain conventional
technologies remains an important factor
impacting the development of the
conventional market. Lamps invests in R&D
to maintain a legislation-compliant portfolio
and still looks at opportunities for innovation
such as for specialty lighting and
conventional horticultural lighting.

As part of its strategy, Lamps is proactively
managing its manufacturing footprint.
Signify operated 13 manufacturing plants for
conventional lamps at the end of 2019
compared with 45 at the end of 2008. In the
fourth quarter of 2019, the production site
in Hamilton, United Kingdom, was closed.

2019 Financial performance

Sales for 2019 amounted to EUR 1,159 million,
a decline of 18.8% on a nominal basis and
20.5% on a comparable basis.

Income from operations reduced to EUR 168
million, due to the ongoing decrease in sales
and higher restructuring costs, partly offset
by proactive rationalization of the
manufacturing footprint and a reduction in
indirect costs. Restructuring costs
amounted to EUR 44 million and were mainly
related to further optimization of the
manufacturing footprint. Adjusted EBITA for
2019 decreased to EUR 222 million
compared with EUR 302 million in 2018.

The Adjusted EBITA margin remained robust
at 19.2% in 2019. As a cash engine, Lamps

Consolidated financial statements

continues to deliver on its ‘last company
standing’ strategy, which resulted in further
market share gains and strong free cash
flow generation of EUR 222 million in 2019.

Market developments

Signify estimates that the conventional
lighting market declined at a faster pace
than its Lamps business in 2019 and thus,
continued to gain market share.

The conventional lamps market is expected
to continue to decline in the coming years
due to the ongoing adoption of LED lighting
technologies.

2020 and beyond

The performance of Lamps in 2019 reflected
the successful execution of the ‘last
company standing’ strategy to extract value
from the conventional business. In 2020,
Lamps will continue to execute its strategy
and optimize free cash flow by leveraging
the Business Group’s cost advantage, scale,
global footprint and lean manufacturing
capabilities while responding to customer
demand for conventional products.

Sustainability statements
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Performance Other

Other reported income from operations of
EUR (114) million and EBITA of EUR (112)
million, including restructuring costs of EUR
14 million. Other represents amounts not
allocated to the operating segments and
includes certain costs related to central
R&D activities to drive innovation as well as
company-enabling functions. Adjusted EBITA
amounted to EUR (100) million in 2019,
compared with EUR (87) million in 2018.

The number of FTEs was 817 at the end of
2019, versus 935 at the end of 2018.

b4 Performance by

geographic cluster

Comparable sales in Europe decreased by
4.4%, mainly reflecting challenging market
conditions in Germany, Italy and France.
Comparable sales in the Americas
decreased by 7.5%, mainly as a result of the
ongoing decline of conventional and more
challenging market conditions in LED
electronics and Home. In the Rest of the
World, comparable sales decreased by 2%,
particularly due to India.

Sales by geography in millions of EUR unless otherwise stated

2018 2019 Change CSG'"2
Europe?® 2,337 2,238 (4.3)% (4.4%
Americas? 1,830 1,747 (4.5)% (7.5)%
Rest of the world? 1,840 1,855 0.8% (2.0)%
Global businesses?® 352 406 15.5% (4.4)%
Total 6,358 6,247 (1.8)% (4.6)%

' For areconciliation to the most directly comparable IFRS financial measure, see chapter 18, Reconciliation of

Non-IFRS Financial Measures, of this Annual Report.

2 Comparable sales growth.

8 Horticulture is included in Market Groups Europe, Americas and Rest of the World (was previously part of

Global businesses).
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4.2 Sustainability
performance

Brighter Lives performance

In 2019, our workforce increased to 32,005
FTEs (2018: 29,237 FTEs). This was primarily
due to Signify’s new acquisitions over 2019.
Employee engagement is measured through
the employee Net Promoter Score (NPS).
Our NPS greatly improved in 2019 with an
overall score of 18 (2018: 13). Our safety
performance indicator (TRC rate) was 0.32
per 100 FTEs (0.29 in 2018). This is a 56%
improvement from our 2015 baseline and
already meets our 2020 target on safety.

Better World performance

Our operational carbon footprint was 363
kilotonnes, a decrease of 9.5% compared
with 2018. This was due to a decrease in
emissions from logistics and manufacturing
activities. We also invested in carbon offsets
resulting in a 56% net carbon footprint
reduction year-on-year. In 2019, we were
able to effectively reduce the amount of
waste sent to landfill, as defined by our
commitment, by 70% compared to 2018.

In 2019, 90% of our total waste was recycled.

Through our global presence, we drive
sustainability across 19 markets.

Sustainable performance per market

Consolidated financial statements

Sustainability statements
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Manufacturing Safety CO, emitted Waste

FTEs sites TRC rate (kilotonnes) recycled

2018 2019 2018 2019 2018 2019 2018 2019 2018 2019

Europe 12,697 11,442 16 16 0.31 0.36 126 119 81% 86%

Benelux 3,620 3,294 4 5 0.29 0.41 22 18 88% 82%
Eastern Europe 6,572 5,836 6 7 0.24 0.16 74 73 75% 87%
DACH (Germany, Austria, and Switzerland) 425 401 0 0 0.17 0.00 5 4 - -
France 619 572 0 0 2.29 5.53 10 10 - -
Iberia 658 688 2 2 0.85 0.79 6 6 84% 80%
Italy, Israel, and Greece 256 183 2 1 0.00 0.46 3 - -
Nordics 243 238 1 1 0.00 0.00 2 - -
UK & Ireland 304 231 1 0 0.00 0.00 4 85% -
Americas 7,587 6,100 16 15 0.40 0.31 136 133 88% 89%

Canada 669 592 2 2 1.30 0.18 9 10 92% 93%
Latin America 4,356 3,453 6 6 0.17 0.15 25 26 89% 90%
United States of America 2,663 2,056 8 7 0.54 0.68 102 97 87% 86%
Rest of the world 8,953 14,463 10 13 0.15 0.25 139 111 75% 98%

Africa 123 112 0 0 n.a. - 5 4 - -
ASEAN 463 458 0 0 0.00 0.00 6 4 - -
Indonesia 173 180 0 0 0.00 0.00 3 2 - -
Greater China 4,664 10,431 4 8 0.10 0.16 45 37 96% 97%
India 2,440 2,389 2 1 0.21 0.12 60 47 100% 100%
Far East 75 75 0 0 0.00 0.00 3 2 - -
Middle East & Turkey 839 649 3 3 0.38 0.95 8 7 25% 89%
Pacific 177 170 1 1 0.00 1.80 9 8 - -
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4.3 Proposed
distribution to
shareholders

Pursuant to Article 10 of the Articles of
Association of Signify N.V., a dividend will
first be declared on preference shares out
of netincome. The remainder of the net
income, after reservations made with the
approval of the Supervisory Board, shall be
available for distribution to holders of
ordinary shares subject to shareholder

approval after year-end. As of December 31,

2019, the issued share capital consists only
of ordinary shares; no preference shares
have been issued. Under Article 10 of the
Articles of Association of Signify N.V.,

the Board of Management can determine
what portion of the net income shall be
retained by way of reserve, subject to the
approval of the Supervisory Board.

A proposal will be submitted to the 2020
Annual General Meeting of Shareholders to
declare a dividend of EUR 1.35 per share,

in cash, from the net income for full-year
2019, which represents an increase of 3.8%
compared with 2018, and a pay-out ratio of
47%.

The balance sheet presented in this report,
as part of the company financial statements
for the period ended December 31, 2019,

is before appropriation of the result for the
financial year 2019.

4.4 Outlook

For 2020, Signify aims to achieve a further
improvement in the Adjusted EBITA margin
and to deliver a free cash flow of at least 6%
of sales. This outlook excludes the
announced acquisition of Cooper Lighting
Solutions. An update on the outlook will be
provided after the closing of the Cooper
Lighting Solutions acquisition, which is
expected in the first quarter of 2020 as
previously indicated.

Consolidated financial statements

Sustainability statements

4.5 Organizational
change

On January 20, 2020, Signify announced its
intent to adapt its business structure to
enable a stronger customer focus and
enhanced specialization to further increase
execution speed. To this end, the company
intends to move from its current four
business groups (BG) to three divisions:
Digital Solutions, formerly known as BG
Professional, Digital Products, which
combines BG LED and BG Home,

and Conventional Products, which is the
current BG Lamps. As a consequence,
Signify intends to adapt its segment
reporting accordingly.

Signify Annual Report 2019
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5 Three-year overview

Three-year financial summary in millions of EUR unless otherwise stated

Consolidated financial statements

Three-year sustainability summary

Sustainability statements
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2017 2018 2019 2017 2018 2019

Income statement Sustainable revenues, in millions of euros 5,363 5,005 5,102
Sales 6,965 6,358 6,247 Sustainable revenues, as a % of total sales 77.3% 79.0% 82.5%
Comparable sales growth' 0.5% (4.4)% (4.6)% Sustainable innovation, in millions of euros 277 236 225
Nominal sales growth (2.1)% (8.7)% (1.8)% Sustainable innovation, as a % of adjusted
Sales of LED based products (as a % of sales) 65% 71% 78% research & development spend 82.7% 82.2% 83.5%
Gross margin 2,704 2,382 2,307 Operational gross carbon footprint,
as a % of sales 38.8% 37.5% 36.9% in kilotonnes CO,-equivalent 519 401 363
Income from operations (EBIT) 441 410 401 Operational energy consumption,
Net income 281 261 267 in terajoules 4,408 4,054 3,885
Adjusted EBITA" 669 640 648 Operational energy efficiency, in terajoules
as a % of sales 9.6% 10.1% 10.4% per million euro sales 0.63 0.64 0.62
EBITA’ 571 504 500 Renewable electricity, as a % of total
Net income attributable to shareholders 294 263 262 electricity usage 80% 89% 94%
Basic earnings per share in EUR 2.04 1.95 2.08 Water intake, in thousands m® 1,321 1,266 944
Dividend per share in EUR? 1.25 1.30 1.35 Total waste to landfill in scope of our

commitment, in kilotonnes 2.9 2.4 0.7
Balance sheet Materials provided for recycling via external
Total assets 6,678 6,181 6,715 contractor per total waste, in % 84% 82% 90%
Shareholders’ equity 2,242 2,041 2,181 Restricted substances, in kilograms 5 4 1
Net debt’ 367 589 618 Emissions of VOCs in lacquering processes 1,682 1,463 967
Working capital’ 597 536 388 ISO-14001 certification, as a % of all

reporting organizations 85% 79% 77%
Investments and cash flow Employee net promoter score 14 13 18
Cash flow from operating activities 435 381 599 Female executives, in % of total 17% 17% 17%
Net Capital expenditure (31) (75) (70) Total recordable cases, per 100 FTEs 0.41 0.29 0.32
Free Cash Flow' 403 306 529 Lost workday injuries, per 100 FTEs 0.27 0.18 0.19
' Forareconciliation to the most directly comparable IFRS financial measure, see chapter 18, Reconciliation of Fatalities 1 1 1

Non-IFRS Financial Measures, of this Annual Report. Initial and continual supplier conformance

2 2019 Dividend subject to approval by the 2020 Annual General Meeting of Shareholders. audits. number of audits 112 96 73

Suppliers audits, performance rate, in % 95% 93% 99%
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6 Board of Management

Signify N.V. is managed by a Board of Officer and is responsible for the Supervisory Board and is answerable to
Management entrusted with the deployment of the company’s strategy and shareholders of the company at the Annual
management of the company. the achievement of the operational and General Meeting of Shareholders. The Rules
financial objectives of the company. of Procedure of the Board of Management
The Board of Management operates under The Board of Management is accountable are published on the company’s website.

the chairmanship of the Chief Executive for its actions and decisions to the

Corporate governance

A full description of the company’s
corporate governance structure is
published in chapter 10, Corporate
governance, of this Annual Report.
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7 Supervisory Board

The Supervisory Board supervises the
policies and management and the
general affairs of Signify. It also
provides advice to the Board of
Management. The Supervisory Board, in
the two-tier corporate structure under
Dutch law, is a separate body that is
independent of the Board of
Management.

The Rules of Procedure of the Supervisory
Board are published on the company’s
website. For details on the activities of the

Supervisory Board see chapter 8, Arthur van der Poel

Supervisory Board report, and chapter 9, Born 1948,
Remuneration report, of this Annual Report. Dutch
Chairman

Committee(s)®°

Chairman of the Corporate Governance and
Nomination & Selection Committee

Member of the Supervisory Board since
2016; first term expires in 2020

Former member of the Board of Management
of Royal Philips. Currently Chairman of the
Supervisory Board of BDR Thermea

Group B.V.

Consolidated financial statements

Gerard van de Aast
Born 1957,
Dutch

Vice-Chairman
Committee(s)*®
Chairman of the Remuneration Committee

Member of the Supervisory Board since
2017; first term expires in 2021

Former Chairman of the Boards of

Management of Imtech and VolkerWessels.

Currently Chairman of the Supervisory
Board of Nederlandse Spoorwegen (Dutch
Railways) and member of the Supervisory
Board of Witteveen+Bos.
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Member of the Audit Committee
Member of the Remuneration Committee
Member of the Corporate Governance
and Nomination & Selection Committee
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Eelco Blok
Born 1957,
Dutch

Committee(s