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ANNEX

THAN is a wholly owned indirect US subsidiary of Philips that was acquired in 1961. THAN distributed asbestos for many years until 1981 when substantially all of its assets were divested. It obtained the asbestos from others for distribution to third parties for their use in the manufacture of products. Generally as of 2002, various plaintiffs began asserting claims against THAN for damages from alleged injuries as a result of alleged exposure to asbestos sold by THAN. 
As of July 31, 2008, THAN (in some instances together with its parent, Philips Electronics North America Corporation (“PENAC”)) was named, along with numerous other defendants, in approximately 5,550 lawsuits on behalf of approximately 14,000 individuals claiming personal injury allegedly caused by exposure to asbestos distributed by THAN.

As announced in the 2007 Annual Report, THAN and PENAC have been exploring the possibility of resolving the pending and future asbestos claims through a pre-packaged bankruptcy plan. In such a bankruptcy the company and its creditors would present a plan for reorganization under which all current and future asbestos related claims will be channeled exclusively to a trust which would be funded by an agreed upon amount. The legal basis for such channeling injunction is section 524(g) of chapter 11 of the US bankruptcy code. That is why such a bankruptcy is often referred to as a ‘524(g) bankruptcy’.
After discussions with lawyers representing a significant number of the known claimants, a putative representative of future claimants and various insurance carriers, THAN now intends to take the following steps. 

· Vote solicitation: THAN will commence a vote solicitation to obtain votes in favor of a Chapter 11 bankruptcy reorganization plan from at least 75 percent in number and two thirds in amount of the present claimants. In connection therewith, THAN has reached agreement with lawyers representing a majority of the known claimants that they will recommend to their clients to vote in favor of the reorganization plan. 
· Bankruptcy filing: Depending on the outcome of the vote solicitation, which is expected to be completed in November 2008, THAN may decide to commence a case under chapter 11 in the U.S. Bankruptcy Court for the Southern District of New York to obtain bankruptcy court approval of the reorganization plan. 

· Establishment of a personal injury trust: The reorganization plan will establish a trust for the payment of all remaining pending claims as well as any future claims alleging injury from exposure to asbestos distributed by THAN. The trust will be funded with $ 900 million which will be contributed by PENAC and various insurance carriers which have agreed to settlements with THAN. Funding shall take place after the US District court has confirmed the plan, the timing of which cannot be predicted at this moment.

· Permanent injunction: If confirmed by the US Bankruptcy Court and the US District court, the reorganization plan will result in a permanent injunction barring litigation against THAN and its affiliates of claims alleging personal injury from exposure to asbestos distributed by THAN and directing that all such future claims must be submitted to the trust.
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