Sustainable Voting Advice

Company:
Royal Philips Electronics NV

Date AGM:
27 March 2009 - 14:00 

Place AGM:
Okura Hotel, Ferdinand Bolstraat 333, Amsterdam

	Agenda Item
	Proposal
	VBDO Advice


	1.
	Speech President 


	No voting item

	
	
	

	2.
	Annual Report 2008,distribution to shareholders and discharge
	

	2 a.
	Proposal to adopt the 2008 financial statements 
	For 

	2 b.
	Explanation of policy on additions to reserves and dividends 
	No voting item

	2 c.
	Proposal to adopt a distribution of EUR 0.70 per common share against the retained earnings 
	For  

	2 d.
	Proposal to discharge the members of the Board of Management for their responsibilities 
	Abstain

	2 e.
	Proposal to discharge the members of the Supervisory Board for their responsibilities 
	For

	
	
	

	3.
	Composition of the Board of Management 
	

	
	Proposal to reappoint Mr. P-J. Sivignon as a member of the Board of Management of the Company with effect from April 1,2009
	For

	
	
	

	4.
	Composition of the Supervisory Board 
	

	4 a.
	Proposal to reappoint Mr. J.J. Schiro as a member of the Supervisory Board of the Company with effect from March 27,2009 
	For

	4 b.
	Proposal to appoint Mr. J. van der Veer as a member of the Supervisory Board of the Company with effect from July 1,2009 
	Abstain 

	4 c.
	Proposal to appoint Ms C.A. Poon as a member of the Supervisory Board of the Company with effect from March 27,2009 
	For

	
	
	

	5.
	Long-Term Incentive Plan 
	

	
	Proposal to amend the Long-Term Incentive Plan 
	Against

	
	
	

	6.
	Authorization of the Board of Management to (i) issue or grant rights to acquire shares and (ii) restrict or exclude pre-emption rights 
	

	6 a.
	Proposal to authorize the Board of Management for a period of 18 months, as of March 27,2009,as the body which is authorized, with the approval of the Supervisory Board, to issue shares or grant rights to acquire shares within the limits laid down in the Articles of Association of the Company 
	- 


	6 b.
	Proposal to authorize the Board of Management for a period of 18 months, as of March 27,2009,as the body which is authorized, with the approval of the Supervisory Board, to restrict or exclude the pre-emption right accruing to shareholders The authorization referred to above under sub a will be limited to a maximum of 10% of the number of issued shares as of March 27,2009,plus 10% of the issued capital as of that same date in connection with or on the occasion of mergers and acquisitions. 
	- 

	
	
	

	7.
	Authorization of the Board of Management to acquire shares in the Company 
	

	
	Proposal to authorize the Board of Management for a period of 18 months, as of March 27,2009,within the limits of the law and the Articles of Association, to acquire, with the approval of the Supervisory Board, for valuable consideration, on the stock exchange or otherwise, shares in the Company at a price between, on the one hand, an amount equal to the par value of the shares and, on the other hand, an amount equal to 110% of the market price of these shares on the Official Segment of Euronext Amsterdam; the market price being the average of the highest price on each of the five days of trading prior to the date of acquisition, as shown in the Official Price List of Euronext Amsterdam. The maximum number of shares the Company may hold, will not exceed 10% of the issued share capital as 

of March 27,2009,which number may be increased by 10% of the issued capital as of that same date in connection with the execution of share repurchase programs for capital reduction purposes.
	- 

	
	
	

	8.
	Any other business
	No voting item


Explanation of Voting Advice

Item 2a – For

Philips publishes in 2009 for the first time an integrated report containing both the financial as well as the sustainability information. This shows that Philips clearly has an integrated approach concerning sustainability. The report is drafted according to GRI guidelines and externally verified. The report indicates the trends Philips identified and how these connect to company risks and opportunities. VBDO is content with the report and therefore advises to vote for.

Item 2c – For

The proposal is to adopt a distribution of EUR 0.70 per common share against the retained earnings. VBDO represents shareholders and therefore agrees with this proposal. However, VBDO would like to add that in these economic unsure times the retained earnings could also be used to strengthen the sustainability of the company.

Item 2d – Abstain

In 2008 Philips won the VBDO Supply Chain Management Award for the second time. The analysis of relevant trends and its translation into a strategy containing the central values of the company on sustainability led to a high score. The results on the suppliers’ side are strong while there is still room for improvement when it comes to recycling of abandoned products outside Europe.

On the supplier side Philips has a code of conduct, identifies possible risks with suppliers, performs audits and reports on the results and actions when the code is violated. The scope and quality of the audits has been expanded which strengthens Philips supplier policy. However, research presented by SOMO (Centre for Research on Multinational Corporations) showed clear violations of labour rights in a Flextronics factory in Shezhen, China, which produces parts for Philips’ LCDs. When asked for a reaction Philips focussed on the methodology rather than on the content of the case. According to VBDO there are currently two opposing views on the situation in the factory and asks Philips to take action to be sure that the situation the factory producing parts for Philips is in line with its central values.

Since VBDO recognises the progress Philips has made on sustainability but also sees some obscurities VBDO advises to abstain from voting on this item.

Item 2e – For

There are no urgent reasons to not discharge the members of the Supervisory Board for their responsibilities.

Item 3 – For

VBDO is content with the strategy Philips has laid out the past years. Since the board is responsible for this strategy VBDO likes to show it support. Therefore VBDO advises to vote for reappointment of Mr. P-J. Sivignon. The only remark related to this point connects to the issue presented under item 2d. Since VBDO made its point under item 2d it does not consider it necessary to readdress the issue.
Item 4a – For

VBDO supports a sustainable relation between a company and its stakeholders. The members of the supervisory board are also stakeholders. Therefore VBDO advises to vote for reappointment of Mr. Schiro.

Item 4b – Abstain

VBDO is familiar with Mr. van der Veer because his activities with Shell. This is one of the few companies that include some sustainability items in its remuneration scheme. VBDO hopes Mr. van der Veer will be able to make clear that a connection between sustainability and remuneration is possible. On the other hand, since Mr. van der Veer has not been very active on sustainability VBDO wonders whether this is the best person for this position. Therefore VBDO advises to abstain.

Item 4c – For

VBDO advises to vote for the appointment of Ms. Poon, since her background is in line with Philips’ current health oriented activities. Also, VBDO is in favour of diversity, including in the supervisory board.

Item 5 – Against

The incentive plan does not include sustainability aspects. Therefore VBDO advises to cote against. 

� Explanation follows after the voting advice


� VBDO does currently not have a sustainable voting advice on this item. 





