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“Go Tor Profit and Crowih” (o continue in 2005
A1 the Slemens Business Conference io Berin at the
of Octobes, the Company’s top managers worldwide gnm &
“Go Jor Profit and Growih” again tn 2005, The Group margin
targets set in December 2000 were lefl unchanged,

T further improve overal] carnbngs, our weals Gromps must
intensively employ all the levers in our menagement s
order (o approach helr margin targets and achieve siead
tainable progress. In particular, we are focusing on sol

SU8-
g o)

eeterelated problents a1 Transporiation Systents and positioning
ihe new Communications ap and Slemens &»’»wﬁuu(«m Services

for future success. Our strong Groups - which bave shown how
o optimize processes, achieve profitable g qm\wm ihrough inmno-
vation and engender customer loyalty - cannot rest on thetr
Taarels, These Growps, too, will heve to furber strengithen thelr
markel posiiions.
Our reglo Jmﬂ units are under a speclal obligation to grow
ﬂh@ﬁ\r busin s ap m)Lum in partieuwlar, (© our new reglonal
Inio which we lunneled our Groups’
qliR ] w? ik (ﬁ[{

leverage it
enee @m@ﬂ customer [@mxim iy 1o expand fis business.

We are JU%@@m\wm growth inftiatives In selected reglon
such as ihe Unfted States, China, Russia, lndts, Japan, and Cen-
el and Lastern Burope - and working to generate further gals
elsewhere

in @w future, our growtlk will conting
as Internal. We have made several key &(mﬁuﬂ#aulunmﬁ recendls
Alston's industrial mrbine business and the Duﬂﬁb‘[ﬁ mmﬂ nxuwcﬂrvc
plant suppiier Bonus & mmm\ for mo 8
Chrysler’s electront
[ ,m \"'D(B & ‘WGDM%"(@
{ieF fi i
TOVES are pmmw@l m M@mpﬂ@ we aw vaw) m@d@‘ AN O H@
acquire Ausirie’s VA Technologle AG,

LETUER 7O QUR SHARENGUDERS

“The Company'’s
top managers
pledged to ‘Go for
Profit and Growth'
again in 2005.”

“Our growth will
continue to he
external as well as
internal.”
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The first
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Slemens was, is and always wili be a living organism. “Siemens was, is
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“In our global R&D
network, all facili-
ties —including
those in Germany
- can leverage
their specific
strengths.”

Al Stemens Groups are required to cox w@ﬂlh(ﬂ'
tion benchmark studies. This
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and infilate conerete programs (o rap
discover,
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The third lssue Is customer orientation, In recent years,
change tn this ares has been perttculely dramatic, for our
customers have undergose major trasstormations them

selves. Some who were fb)mm@u\«\; puslic-sector com;
governmental author en privatl

contend with tough
adapled vur corporate culiure (o
Corporaie Principles state: *We s
to keep them competitive,” This mea
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(o ensure marke-oriented solutions.
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LEVTER VO GUR SRARGHOLDERS

cuslomers eapect us o approack them as a single team. This
stralegy glves us an edge over competiors who operate in
only one oF @ few segments - a stiuation we intend w explot
even more rigerously in the fuiure.

Nearly 40 reglions are now implementing the Slemens One
coneepl. In addition, @ Siemens One Team, which repores
directly o our President and CEO, has been set up in our Cor
porate Development Depariment. As well as genersting fts
own business, this new team s assisiing the Groups and
Reglonal Companies in creating cross wnlt struciures,

Customer prosimity everywhere in the world - it
ciple of aur corporat st

T fssue
in - B&D,

1, produc-

ed within a

our sales activitles, True glebal preseaee - our fin
can be achicved only when all links in the value o
hardware and software development, proct
tlon, services and, of course, sales - are eoml
globa) network.

Here, too, we see continuliy and change. Change, above all,
because of the major geopolitical evenis ef recent yeass, A

I

prime example §s (he opening of Ching, wiich began 20 vears
T o P " iobi
ago and has ereated vast new business opporuntties for West-  Every job in
ern companies. Russie ts undergotng o similar tronstorma- Germany is impor-

ehom. tant to us. And
And the changes that have taken place in Contrel, Taster it is encouraging
Southegstern lurope are just as lundamenial, The ca ] to see flexible,
eypanston of the BU hes opened up extraordinary business

ot e @ pesrl g N location-specific
opportwnities. As & result, the world map of reglonal
strengths and weaknesses pow looks very different than i did employment
only a few years age - o development we cannot afford 1o models now
ignone, enjoying greater
We have shown that these global changes do not necessartly acceptance.”

nvean & loss of jobs In Germany, a high-cost country. Every job
n Germany Is important to ws. And it bs encoursging to see
flextble, location-specific employment models now enjoying
greater acceplance,
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i

mens o responsible financial management is

ring. Financiel solidity - the sisth ssue - has been “Financial solidity

s of our enduring suceess for more (han 150 years. has been the basis
/ alprinel- of our enduring
ples of our conservaive approad, the methods and tools we success for more
;Mjﬁm aliways WMH?@ e than 150 years.”
Im ihe second hali of the 19908, we intradueed cconomic value

adided (EVA) s a performance yardsiick to enable us 1o belter

manage our businesses. EVA sccommodaies (he tnlerests

of aur investors withewt compromising those of our gther

stakeholders.

Our fnternal control sysiems have alse changed. Alihough
the recent discussion of corporaie governanee has entailed
considerable sdminisizaiive effort and expense, we now
know with grester certabnty that she principles agreed apon
are being observed throughout our entire company.

UNWaYE
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rgh there can be no change in the fundamer
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Finanelad solidity and corps
o the last fssie - responsi,
responsiib
ance with

GOVernance &

=
a2
=
&
=
=
=
=
=5

with sur Business Conduct Gu
Groups and Reglons.

In & brogder sense, however, responsibility means ¢
into account (he interests of 8l our siakeholders: custor
employees and investors. it also means taking Inte account
sache! §

y ag & whole and the environment. The Sie bt
ness porfolie lergely comprises activiites that directly impact
peaple’s quality of life - in felds that cacompass true *life
technologles.” This explains why our Company and our
projects are always in the Dmelight - which Is Just one mere
reason why it Is s imporiant for us (o be & good nefghbor
everywhere we do business

&
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16 LETVER VE QUR SHARGRELBERS

So much for the fundamental ssues confronting us. As § men-
tioned carlier. Klaus Kieinfeld wil be talking over lrom me at the
close of the Annual Shareho
Together wiilh the other mer
the Company’s 10p MLnageme:
timuity and to actively shape the
o wish My Klelnfeld and his colivagues every success - for the
benefit of our customers, our enyslovees and vou, ihe share-
holders of Siemens.

mf\ V. d\k Uk
Dr. Heinrich v. Pierer

President and Chief Executive Officer
Siemens AG
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At a glance

Managing Board of Siemens AG”

|

Johannes Edward G. Rudi Thomas Claus Weyrich,
Feldmayer Krubasik, Lamprecht Ganswindt Prof, Dr. phil.,
Prof. Dr.rer. nat. Dr.-Ing.E.h.
Erich R. Reinhardt, Heinz-Joachim Klaus Kieinfeld, Heinrich v. Pierer, Jiirgen Radomski, Uriel J. Sharef, Klaus Wucherer,
Prof. Dr-Ing. Neubiirger Dr.rer.pol. Dr.jur., Dr-ing.€.h,, Dr.rerpol.b.c., Or.ver pol. Prof. Dr-ing.,
President and Chief Dr.techn. h.c. Dr.-ing.E.h.

Executive Officer

* As of January 1, 2005
For further information, see pages 84 -85,
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Figures reflect the stock split of April 30,

2001 (one additionat share for every two

shares held).

™ Fiscal year: October 1 to September 30

? Jo be proposed at the Annual Share~
halders’ Meeting

135~ indexed

1011503 9130104

D siemens :Dow Jones STOXX® 1 DAX®
o ~N
in billions of euros S K3
Other 8% 6%
Asia-Pacific 12% 12%
The Americas | T23% ‘ PS%
|
Europe 34% 34%
(excluding Germany)
Germany 23% 23%

2004
2003

Stock market information

in euros 2004 20030
Stock price range (XETRA closing prices, Frankfurt)

m__(_) e 68.30 58.32
Ltow . o 52.02 32.05
Year-end . o 59.21 51.14
Number of shares (year-end, in millions) . 8% 891
Market capitalization (year-end, in millions of euros) 52,761 45,559
Per-share data _

Earnings per share o 382 2,75
Earnings per share (fully diluted) . 366 275
Divide_ndi_ o X Al.ZS“’ 1.10

The Siemens share

As of September 30, 2004, the capital stock of Siemens AG totaled
approximately €2.7 biilion, representing some 891 million no-par value
shares in registered form. Each share has one vote.

In fiscal 2004, Siemens shares were traded on all German exchanges,
the Swiss stock exchange, and stock exchanges in New York and London.
On the New York Stock Exchange, Siemens shares are traded in the form
of ADRs (American Depository Receipts), with one ADR corresponding to
one Siemens share.

Sales by region

Adjusted for currency effects and portfolio activities, Siemens’ sales in
fiscal 2004 climbed 3% to €75.2 billion. Sales totaled €17.1 billion in
Germany, €25.2 billion in the other European countries, €13.6 billion in
the U.S. and €9.3 billion in Asia-Pacific, where China alone accounted
for €2.9 billion.




AT A GLANCE |17 |
R}

Investments in research and development F 5
. . - L in biltions of euros w n
With R&D expenditures of some €5.1 biilion in fiscal 2004, we were once Other IBEC R M
. N . . N . 4
again a leader among electronics and electrical engineering companies. Lighting U 1‘;: - ﬁ:
Alarge share of our R&D outlays, more than 55%, continued to flow into Medical
information and communications and automation and control technolo- -
H Transportation 18% g7y
gies.
A strong patent portfolio gives us a head start in developing trendset-
ting technologies. Critical success factors include cross-Group technolo- .
gies — such as software architectures, innovative materials, imaging Power 8 | 7%
processes and sensor systems — that find application in a wide variety of o 7% | [
fields. Our company-wide top™* Innovation Program is providing new mo- and Control
mentum in our drive to fully leverage our synergy potentials. Initial results
include cross-product technology platforms for remote services; a uniform — ——— 4
information and 38% | {39%

controls architecture for applications ranging from power plants and rail- Communications
way systems to industrial controls and communications networks; and
systematic best practice sharing of the kind that has long characterized
our software initiative. By moving toward technological leadership in afl
our businesses, we are also strengthening our customer focus and global
competitiveness.

About half of our more than 45,000 researchers work outside Ger-
many. Our goal is to locate R&D activities in every market with high eco-
nomic and technological potential and to attract the best employees
worldwide. With these objectives in mind, we began substantially expand-
ing our research and development activities in China last year.
www.siemens.com/research_and_development

2004
2003

Strategic patent portfolio

In fiscal 2004, our researchers submitted 8,200 invention reports, 11%
more than in fiscal 2003. We fifed patent applications for about two-thirds
of these inventions. Our power of innovation has given us a leading posi-
tion in the international patent statistics: We are number one in Germany,
number two in Europe and among the top ten in the U.S. market.

Our global patent portfolio boasts more than 48,000 inventions. The
creativity of our employees and the strategic management of our patent
portfolio provide the foundation for our strong competitive position. A
company-wide IP* intellectual property initiative is driving our efforts to
systematically safeguard our innovations and leverage our patents in the
face of global competition. A large number of patent exchange and licens-
ing agreements testify to the success of our patent portfolio. These agree-
ments provide uniimited access to all key markets and support the entire
innovation process ~ to the benefit of our customers.
www.siemens.com/intellectual_property
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Other

9,000 =2%
Asia-Patific
52,000 =12% X
o -

The Americas

Germany
164,000 = 38%

Europe
{excluding Germany)

95,000 = 22%

University degrees
141,000 = 33%
Engineers

and scientists
103,000 = 24%

110,000 = 26%

Yocational training
ar apprenticeship

158,000 =~ 37%

Unrelated
qualifications or
no prior training

131,000 = 30%

Employees worldwide

At the end of fiscal 2004, Siemens had 430,000 employees worldwide.,
Of this total, 62% (266,000) worked outside Germany. Germany account-
ed for 38% (164,000), the other European countries for 26% (110,000),
the Americas for 22% (95,000), Asia-Pacific for 12% (52,000), and Africa,
the Middle East and the C.I.5. countries for about 2% (9,000).

Women at Siemens

Women comprise some 27% (117,000) of our global workforce. Twenty
percent of the women employed at Siemens hold university degrees,

of which 10,600 are in technical or scientific fields. In fiscal 2004, 34%
{15,300) of all new hires worldwide were women. At the end of the fiscal
year, women occupied about 10% (5,800) of our managerial positions.

Developing our people’s competencies

With an investment of more than €400 million, our commitment to the
education of young people and the training of our employees remained
unwavering in fiscal 2004. Some 40% of the total flowed into vocational
training and about 60% into business-oriented continuing education. Our
vocational training programs span about 30 professions and courses of
study. Some 11,000 young people worldwide are currently enrolled in
Siemens apprenticeship or work-study programs.

Employee qualifications

Over two-thirds of our 430,000 employees have professional qualifica-
tions. Thirty-three percent (141,000) hold university degrees. Twenty-four
percent (103,000) are engineers or scientists. Another 37% (158,000)
have earned a vocational school diploma or completed an apprenticeship.
Slightly less than one-third (131,000) have qualifications unrelated to their
work or are without any prior professional training.

New hires

In fiscal 2004, we hired 44,700 employees worldwide, 33% of whom hold
university degrees. Just over two-thirds (10,300) of our university-trained
new hires are engineers or scientists. As these figures attest, we continue
to boast a highly qualified workforce.




AT A GLANCE

Group Presidents”

| L

Udo Niehage, Hans M. Johann Lothar Adrian v, Jjoergen Ole Klaus
Dr-Ing. Schabert Lottner Pauly Hammerstein Haslestad Voges
PTD RE L&A Com 585 1& PG
Wolfgang Erich R, Reinhardt, Wolf-Dieter Bapst, Hatmut Heinrich Herbert
Dehen Prof. Dr.-Ing. Dr.oec. publ. Gierse Hiesinger, Lohneif},
SV Med QOsram A&D Dr.-lng. Dr.rer.nat.
SBT SFS

* As of January 1, 2005
For further information, see pages 84 -85,
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RECORT @F THE SUPERVISEORY BRARE

Dear shareholders,

The Supervisory Board of Siemens AG focused intensively on

the Company’s situation and prospects th mgﬁ it fiscal 2004,
The Managing Board provided us with timely and comprehen-
sive information on a regular basis. We were invelved in major

Company decisions, We also advised the Managing Board and

2

nitored Company management.

5

At five meetings during (he course of fsca: 2004, the Managing
Board reporied (@ Us on the Company’s strategy and plans, on
business and financial developments and on key business
events. The Managing Board also informed ws in welting aboug
imporant developmen(s that teok place between | et
Ings. As Chalrman of the Supervisory Board, | was kept up-io-
@ﬂaﬁ@ on maym J‘www amﬂ m@( @Dlnﬁjul@ mmmcn umm (m J&ﬂm%

Q@m;g)@m s strate 7@ Jﬂm [@unom and ﬂ)XBMDmm, ]m
o further optimize sur business portfolio, the chgl! ;
opportunities facing us In key reglons, progress ?rc\b)@ i by € Uh@
individual Stemens Groups and maiters relaling (o corporale
governance. This year, generational change in the Company’s
top Mmenagement was alse on the agenda.

241
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Busimess slralegy and personne p@ﬂ:‘@ﬁ@@a

Al the April 2004 meeting of the Supervisory Board, the Prest

deni of the Maneging Board and (’“h”w ,D@N@BMH@E@ e

reporied on Company

polfcies. The followlng iss

2 Slemens’ aim bs to be w\c,rzpmﬂ
and clectronics with higl pr
and prograns are focused on

o The Company’s business pot
mized within the framewor
som, we are making targeted &
vidual segments, particular

o Inour Stemens Management Sy &wﬂ - which mc udies the
op* programs innovation, Customer Focus and Global Com-
petitiveness as well a8 o aumber of related inlilaiives = we
have defined the key action arcas for driving Compamny
growih in the next fow years,

O We are bringing personnel meragement into Bne with th
Company's business sireiegy «nd business policles. In the Wa
fow Wﬂ u}'ﬂ@ nﬂmmmqmq, pw l?ra@g revamped our systems

lopraent to take into geeawnt

m of our eetivities,

LD

Slemens has developed a cle
and consisicnt management sy
ongoing globalization.
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Regione) focws
The Superyt wm Board discusses Sler bl
electronies and electrica] engline

meeting. In 2004, we forused on the @,@\@@\W uinities presented

by the \t,umm;mum Union’s casiward expansion and on the reor-
ganization of vur sales and service activities In Germany, The

Managing Board explatned fis reasons for combi
independent Group activites into one Reglonal Org
Germany. This new wnit, which employs 20,000 people, began
operaions at the siart of fscal 2005 with ihe alm of expanding
business and improving customer proximity. The Supervisory
Board 1s convineed (hat this organizational change is a key step
toward re-achieving growth in the long stagnant German mar-
Ret.

Slemens’ performance in the United States, the sorld's langest
electrical market, is considered at every meeting of the Super
visory Board. This year, we also teceived special reports on the
Company’s position fn Asle-Pactile (November 2003} and in
Latin America (November 2004). The Company Is well-anchored
im both reglons, and new growih-generating measures have
been Initlated,

viously

il

Group-speciifc topies

Traditionaly, Supervisory Board mectings are devoied not enly
i matters affecting the Company as a whole. We also give the
Individual Groups an eppeortunity (o explain thelr scifvities in

detall. This enables the members of the Supervisory Board (o
evaluate the speellie challenges facing each of the Company’s

operaling unis.
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The Supervisory Board regularly deals with the furiher develop-
ment of (he Company's corperaic governance principles. In his
contest, we have glso concerned ourselves with ihe Gon ‘s
compliance organization.

Al our meeting on November 26, 2003, we adopicd new s
for the Supervisory Board and its commitiees. These bylaws have
been revised to ake into account the corporaie governanee provi:
slons of the Sarbanes-Oxley Act (SOA) and the revised version of
the German Corporate Governance Code of May 21, 2003

We have determined that Stemens - in accordance with the
Company's Declaraiion of Conformity of November 12, 2003 -
complied with the reecommendations of ihe German Corporate
Governance Cade in fiscal 2004, Slemens will now disclose the
remuneraiion paid io members of the Supervisory and Managing
Boards In fiscal 2004 on an individualized basis. As stated In the
new Declaraiion of Gonfermity, which we approved at our meet-
ing on November 10, 2004, Slemens now complies wi It
one of the Code’s recommendations: Our directors and officers
Ilalbiiity (D&O) Insurance policy has no deductible,

The Supervisory Board met in April and November 2004 with-
out the Menaging Board In attendaree. At these meetings, we
deglt with the eoperationg] efficiency of the Supervisory Board and
with the division of duifes between she full Supervisory Board

An overview of our corporste governance rules and practices
and & detalled report on the level and structure of remuneration
pald (o members of the Supervisory and Managing Boards
appear on pages 30-41 and 42 - 49 in this repert and on the
Internet.

28




26 REPORY OF THE SUPERYISARY 30ARE

Commiltee meeiings

The Chairman’s Committee remained JI‘WE(H‘\""L‘( ntact wiih the
M@m@gﬂm Bbc‘rd between the fve 1 @Laﬂam B

;

[I§

fi g%l d during fiscal 2064, ,\m» ‘«@1?’3\ Board’s
‘‘‘‘‘ nftiees, the Chairman’s Con

p)@m@) nel matiers relating r@rrm
the Group esecutive ma
Managing Board remu
and stock-based rem
Chairman’s Commifde
performance and m( By o
Together with the indepen rﬂ@
Managing Board and the Chfc
milee @mw vd the annual
and the consolidated Ananclal ste
vﬁm . ap@mp ria T met income «

mes to address
{ne \ﬂ*mm@ flvn@ Bowral @\1[ d
ire and level
iﬁaﬂmm of variable
 meeting, the
s sy @nd
mm@omw m@t«mmm
@u«ﬂﬁdom the President of ihe
ancial Offfces, §

=

SIE

il
ements of Stemens worldwide,
d the anaual report on §
e SEC. During the year,
sideration to the Con
¢ of the independent

L
ihesm of
)-F whjd“ @mmo*ma syl

TS,

@mmﬂ@m @ﬁ the audiiors’ Independence and @u‘ﬁ‘ﬁm el 1 thefr
v( Hma@idﬂuu@n m@Aw@M( mmittee dealt intenstvely wit] Tﬁ‘@

@mr@j of
‘?amv and reguleio
iee discussed @@m,
SOA regarding Inte
by the (1.8, Publiec Co
PCAUB) for impleme:

i fand tm@ 1@]@@#@3 on
Al »@&@%1 meelings, the Audit Com-
Hﬂ AINCE ¢ ﬂJL i Uh@ r@m M;. Om* (\“ \SQCLM B ()4
‘xmo e Auaf

k@@@“ i

Commitice adopied the $
services provided by ﬂvﬂumg@@’d {
of employee andior shareholder complaints as well as a Code of
Eihics for Financlel Officers. The vudit Commiiiee met five thmes
during the year, in some cases withouwt ihe Managing Board in
atiendance.

The Mediation Committee, fo
German Go-determination Ac
year, The Ownership Rig
voled on reseluiions using & nota
and notified the Busrd of ihe oute
commliiees rFeported (o the Supervisory B

pproval @u non-audin

“f““‘w‘f“ pursuant to § 27 (3) of the

{ o oecasion to meet during ihe

3 § 32 of the Act,

i @1 or wrﬂ iten, voling process
q eetings. Al

rd ona regular basfs.

Y




REPERT OF THE BUPGISRRY BEARD

5

Fimancial stalements

Our independen? audiiors, KPMEG Deutsche Trevhand-Gesellschal
AG WirtsehafisprOiungsgesellschalt, Berlin and Irenkiurt; Main
(RPMG), audited the ennuel finencia) statements of Siemens AG
and the consolidated financia sistements of Siemens woridwide as
well as (he related management’s discussion and analysis (MD&A)
for fscal 2004, tn accordance with the requirements of the German
Commerelal Code (1168, and approved them without gualifics-
ton. The consolidated Mnencial statements, prepard in aeeor-
dance with 1.8, GAAR, were sudited by KPMG fn sccordance with
ihe auditing principles of the 1.8, PCAOR, KPMG also confirmed
that the consolidaied finanelal siatements and MD&A fulfill the
conditions for esemption from compliance with reporting rules
under German law, and that the Managing Board has implemented
an effective risk manegement systen Uhal meets all relevant iegal
requirements.

The Managing Board provided us with the above-meniioned
dacuments and ity proposal (or ihe appropriation of net income in
& tmely manner. The Audit Committes thoroughly examined
these documents, and the Supervisory Board also reviewed them.
The KPMG audit reports were presenied to all members of the
Supervisory Board, snd we examined the reports theroughly at our
meeting on November 24, 2004, n the presence of ihe independ-
ent auditors, who reported on the malin Bndings of thelr audit. The
Munaging Buard explained the annual and consolidated fnancial
statements as well as the risk menagement sysiem. 1¢ also provided
& detalied report on the scope, focal poinis and costs of the audii.
As & resuldt of the definiive Mndings of the esamination by the
Audit Commitiee and the full Supervisory Board, we ralsed no
objecilons. I view of our approval, the financlal staiements &
aceepted as submitted.

We endorse (he Managing Board's propuosal that the net income
avalleble lor distribution he used to pay out a dividend of €1.25
per shase entliled to 8 dividend. In addition, we approve the
praposal that the amount attribuable to treasury stock be carried
forward.

h

)

)
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Im this contest, changes were also made in the assignment of
responsibilities w other Managing Buard members. The current
breakdown of responsibitiies is shown In the organization chart
at the end of this Report.
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Corporate Governance Report

Good corporate governance has traditionally been a high priority at
Siemens. We continue to welcome the ongoing corporate governance
initiatives within and outside of Germany.

The German framework )

The German Corporate Governance Code (the Codex), first issued
in 2002, was expanded in May 2003. Siemens complies with this
expanded version in all but one respect: our directors and officers
liability (D&O) insurance policy does not include a deductible for
Managing Board and Supervisory Board members. Our senior man-
agers, both in and outside Germany, are covered by a group insur-
ance policy. It is not considered appropriate to differentiate hetween
board members and other high-level personnel. Furthermore, such
a deductible is not common outside Germany.

Our Declaration of Conformity, set forth below (on page 41 of this
Report), is posted on our website and updated as necessary. Siemens
voluntarily complies with all of the Codex’s non-obligatory sugges-
tions, with only minor exceptions. Specific details may.be found at
the Corporate Governance section of our website.

U.S. capital market rules
Due to our listing on the New York Stock Exchange (NYSE), we are
subject to certain U.S. capital markets laws and regulations of the U.S.
Securities and Exchange Commission (SEC) and rules of the NYSE. In
July 2002, the Sarbanes-Oxley Act (SOA) became U.S. law. The SOA
aims to strengthen investor protection and restore confidence in the
U.S. capital markets. To those ends, the SOA - together with associat-
ed SEC and NYSE rules - introduced numerous changes in corporate
governance regulations for all companies listed in the U.S.
To facilitate our compliance with the SOA, we have, among other
Disclosure Committee things, established a Disclosure Committee (comprised of eight cen-
tral department heads) that is responsible for reviewing and approv-
ing certain financial and non-financial information before we make
it public. We have also introduced procedures that require the respec-
tive managements of our Groups and subsidiaries to certify certain
Certification procedure matters, as discussed below. These procedures, and certifications
provide a basis on which the Chief Executive Officer (CEO) and the
Chief Financial Officer (CFQO) of Siemens AG certify our financial
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statements to the SEC, as required by the SOA. Pursuant to the

requirements of the SOA, Siemens has conformed the Bylaws of the

Audit Committee of its Supervisory Board, revised its procedures www.siemens.com/
governing its relationship to the Company's independent auditors, corporate_governance
implemented procedures for handling complaints related to account-

ing practices and introduced a Code of Ethics for Financial Matters.

Management and control structure - The Supervisory Board Management and R agement
As a German stock corporation with registered offices in Berlin and

Munich, Siemens is subject to German corporate law. Consequently,
the Company has a two-tier management and oversight structure
consisting of a Managing Board and a Supervisory Board. The Super-
visory Board has twenty members. As stipulated by the German Co-
determination Act (the Co-determination Act), one-half of the Board’s
members represent Company shareholders, and one-half represent
Company employees. The shareholder representatives are elected

by the Annual Shareholders’ Meeting. The employee representatives
are elected by an assembly representing Siemens’ employees in Business Conduct Financial
Germany. Seven of the employee representatives must be Siemens and oo of Ethic et
group employees, and three must be external representatives nomi-

nated by certain German unions. According to the Bylaws of the

Supervisory Board, the shareholder representatives must be inde-

pendent. Some Supervisory Board members hold, or held in the past

year, high-ranking positions at other companies. Siemens maintains

normal business relationships with almost all of these companies.

However, our sales of products and/or services to them are transacted

on arm’s length hases. Furthermore, the volumes of these respective

sales are quite small in relation to each of the companies’ total sales.

Consequently, we believe that these dealings do not compromise the

independence of our Supervisory Board members associated with

these companies.

—
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IDuties of the
ISupervisory Board

Committees of the
Supervisory Board

Chairman’s Committee

The Supervisory Board is elected for five years. It normally meets
five times each year and regularly convenes in executive session
without the Managing Board in attendance. The duties, procedures
and committees of the Supervisory Board are specified in its bylaws.
These bylaws contain rules regarding, among other things, the inde-
pendence, experience and knowledge required of Supervisory Board
members and rules regarding conflicts of interest.

The Supervisory Board oversees and advises the Managing Board
in its management of Company business. At regular intervals, it
discusses business development, planning, strategy and implemen-
tation. It also reviews Siemens’ quarterly reports and approves the
annual, stand-alone financial statements of Siemens AG as well as
the consolidated financial statements of Siemens, taking into account
both the audit reports provided by the independent auditors and the
results of the review conducted by the Audit Committee. In addition,
the Supervisory Board appoints the members of the Managing Board
and allocates members’ individual duties. Important Managing
Board decisions - such as major acquisitions, divestments and finan-
cial measures - require Supervisory Board approval.

Committees of the Supervisory Board

The Supervisory Board’s Bylaws establish four committees, whose
duties, responsibilities and procedures fulfill the requirements of the
Codex, reflect applicable SOA requirements and incorporate applica-
ble NYSE rules, as well as certain NYSE rules not mandatorily applica-
ble to Siemens AG. Committee bylaws are posted on our website.

The Chairman’s Committee, comprising two shareholder repre-
sentatives and one employee representative, performs the collective
tasks of nominating, compensation and corporate governance com-
mittees. It meets at least five times each year without the Managing
Board in attendance. The Chairman’s Committee determines the
conditions of employment of Managing Board members and the
level and structure of their remuneration, including what part of the
Managing Board’s total compensation will take the form of stock-
based compensation. In addition, the Chairman’s Committee makes
proposals regarding the appointment of Managing Board members.
Finally, it reviews and ensures the further development of Siemens’
corporate governance principles.
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The Audit Committee consists of three shareholder representa- Audit Committee
tives and two employee representatives. The SOA requires that all
members of our Audit Committee must be independent, as provided
in the SOA, no later than July 31, 2005. Nevertheless, SEC rules pro-
vide a limited exemption from this requirement for the employee
representatives, to the extent that they are employees of the Compa-
ny and elected in accordance with the Co-determination Act. The
Audit Committee oversees the appropriateness and the effectiveness
of the Company’s external and internal accounting processes, meet-
ing at least five times each year. The Audit Committee and the inde-
pendent auditors also review the Company’s financial statements
prepared quarterly and annually by management. On the basis of the
independent auditors’ report on its review of the annual financial
statements, the Audit Committee makes a recommendation to the
Supervisory Board whether or not it should approve those financial
statements. In addition, the Audit Committee oversees the Compa-
ny’s internal control system and its procedures for assessing, moni-
toring and managing risk. It also monitors statutory and regulatory
compliance. The Company's Financial Audit Department reports reg-
ularly to the Audit Committee, which determines the scope and focal
points of its financial audit. The Audit Committee is also responsible
for liaising between the Company and its independent auditors.

In particular, it awards the annual audit contract to the independent
auditors appointed at the Annual Shareholders’ Meeting and initially
determines the focal points of their audit, as well as their fee. In addi-
tion, the Audit Committee monitors the independence, qualifica-
tions, rotation and performance of the independent auditors.

In accordance with the requirements of the SOA, the Supervisory Financial experts of
Board has determined that Dr. Josef Ackermann, Dr. Karl-Hermann the Audit Committee
Baumann and Dr. Henning Schulte-Noelle qualify to serve as Audit
Committee financial experts.

The Mediation Committee comprises two shareholder represen-
tatives and two employee representatives. In the event that the
Supervisory Board cannot reach the two-thirds majority required
to appoint a Managing Board member, the Mediation Committee
submits proposals for resolution to the Supervisory Board.

The Ownership Rights Committee (formerly called the Invest-
ment Committee), comprising three shareholder representatives, is
responsible for decisions regarding the exercise of Siemens’ share-
holder rights in other companies.

‘33’
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Duties of the
Managing Board

The Managing Board

The Managing Board of Siemens AG, which currently has twelve
members, is the Company’s top management body. It is obligated to
promote the interests of the Company at all times and to drive sus-
tainable growth in company value. Since October 2004, its Corporate
Executive Committee has ten members (effective January 27, 2005,

it will have nine members). The President and CEO defines overall
Company policies in cooperation with the Corporate Executive Com-
mittee. The Managing Board’s responsibilities include determining
the Company’s strategic orientation, planning and finalizing the
Company budget, allocating resources, and monitoring the executive
management of each Group. Furthermore, the Managing Board is
responsible for the preparation of the Company’s quarterly reports;
the annual, stand-alone financial statements of Siemens AG and the
consolidated financial statements of Siemens. It also appoints per-
sonnel to fill key Company positions.

The Managing Board cooperates closely with the Supervisory
Board. It informs the Supervisory Board regularly, promptly and
comprehensively regarding all issues related to Company strategy
and strategy implementation, planning, business development,
financial position, earnings and risks. Major decisions of the Manag-
ing Board require Supervisory Board approval.

Shareholder relations

Four times each year - at dates specified in our financial calendar -
Siemens AG reports to its shareholders regarding its business devel-
opment, financial position and earnings. The CEO and the CFO
report to investors, analysts and the press regarding the quarterly
and full-year results. Information which may materially affect
Siemens’ share price is published in press releases throughout the
year.

An ordinary Annual Shareholders’ Meeting normally takes place
within the first four months of each fiscal year, with each share carry-
ing one vote. All shareholders listed in the stock register and from
whom notification of attendance has been received by a specified
date are entitled to participate. The Managing Board facilitates share-
holder participation in the meeting through the use of electronic
means of communication - in particular the Internet - and enables
shareholders who are unable to attend the meeting to exercise their
voting rights by communicating instructions directly to their repre-
sentatives. In connection with the January 2005 Annual Sharehold-
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ers’ Meeting, for the first time shareholders may receive their notice
of the meeting electronically. The meeting is directed by the Chair-
man of the Supervisory Board.

The Annual Shareholders’ Meeting decides on all matters assigned Annual Shareholders'
to it by law. Its decisions are binding on all shareholders and on the Meeting
Company. They include, in particular, voting on the appropriation of
net income, ratification of the acts of the Managing and Supervisory
Boards, and the appointment of the independent auditors. Amend-
ments to the Articles of Association and measures which change the
Company's capital stock are approved exclusively at the Annual
Shareholders’ Meeting and implemented by the Managing Board
with the approval of the Supervisory Board. Shareholders may submit
counter-proposals to the proposals of the Managing and Supervisory
Boards and may contest decisions of the Annual Shareholders’ Meet-
ing. Shareholders owning Siemens stock with an aggregate par value
of €1 million or more may also demand a special judicial review of a
particular decision.

As part of our investor relations activities, the CEQ, the CFO and Investor relations
individual members of the Group executive managements meet regu- activities
larly with analysts and institutional investors. We hold a conference
for analysts once a year as well as telephone conferences with ana-
lysts upon the publication of our quarterly results. Our website pro-
vides access to financial data and other business-related information
regarding Siemens.

Risk management
The Company has a system for assessing and monitoring its potential
business and financial risks. The components of this risk manage- Monitaring and
ment system are designed to help enable us to anticipate risks and to risk management
manage them carefully in the pursuit of our business goals. The
principles, guidelines, processes and responsibilities of our internal
control system have been defined and established to help ensure
prompt and accurate accounting of all business transactions and to
continuously provide reliable information about the Company’s
financial position for internal and external use.
However, the components of the internal control and risk manage-
ment system do not eliminate risk entirely and, thus, cannot prevent
loss or fraud in all cases. We intend to rapidly adjust the risk manage-
ment and monitoring procedures of all businesses acquired during
the fiscal year, so that they conform to Siemens’ standards.
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Preparation of financial
statements

Further development
of our internal control
system

Financial accounting

The consolidated financial statements of Siemens worldwide are
prepared in accordance with the United States Generally Accepted
Accounting Principles (U.S. GAAP), as permitted by the German
Commercial Code. The annual, stand-alone financial statements of
Siemens AG are prepared in accordance with the accounting rules set
out in the German Commercial Code. The Managing Board directs
the preparation of the financial statements. The existing internal
control system and the Company-wide use of uniform guidelines
help to ensure the accuracy of our financial statements. In addition,
we have established a system of internal certification by which the
executive management of each of our Groups and subsidiaries certi-
fies, among other things, the accuracy of their reports to the Manag-
ing Board, including that such reports fairly present in all material
respects the financial condition, results of operations and cash flows
of the reporting entity. They also certify that such management has
reviewed the reporting entity’s disclosure controls and procedures
and concluded that they were effective as of the end of the period
covered by the relevant report.

This system is a basis for the statements of certification that must
be signed by the CEO and the CFO and submitted to the SEC with the
annual report on Form 20-F, in accordance with the SOA require-
ments. In those statements, the CEO and the CFO certify the accuracy
of the statements in the annual report, including that the financial
statements fairly present (in all material respects) the financial con-
dition, results of operations and cash flows of Siemens. They also
certify (1) that the effectiveness of Siemens’ system of disclosure
controls and procedures has been evaluated, (2) that they have pre-
sented in this report on Form 20-F their conclusions related to this
evaluation and (3) that they have disclosed in this report any change
in the company’s internal controls over financial reporting that
occurred during the period covered by this report that has materially
affected, or is reasonably likely to materially affect, the company’s
internal controls over financial reporting.

Additional SOA requirements, which will come into effect for
Siemens in fiscal 2005, mandate that we include in our management
report on internal controls the conclusions of management about the
effectiveness of Siemens’ internal controls over financial reporting,
based on management’s review of those controls. The additional
requirements also demand that the independent auditors provide
an “attestation” regarding the management’s assessmernt.
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Business Conduct Guidelines and Code of Ethics

Siemens is committed to conducting its business responsibly and in
compliance with all relevant statutory and regulatory requirements.
The Managing Board has established firm guidelines to help ensure
that this goal is achieved. The Business Conduct Guidelines comprise
rules regarding compliance with applicable laws, conflicts of interest,
the use of Company assets and facilities, and insider trading. These
rules are binding for all Siemens employees, the Managing Board
and the Supervisory Board. The Guidelines also specify procedures
for dealing with complaints. A compliance officer, who reports to the Compliance Officer
Audit Committee, processes all complaints, including those submit-
ted anonymously. In accordance with the requirements of the SOA,
procedures for handling potential complaints related to accounting
practices, and procedures for handling relevant complaints from spe-
cific attorneys (internal and external) have been implemented dur-
ing fiscal 2004. In addition, the Managing Board and the Supervisory
Board have implemented a Code of Ethics for Financial Matters, as
required by the SOA rules. Both the Business Conduct Guidelines and
the Code of Ethics for Financial Matters are available on our website.

Significant differences from NYSE Corporate Governance
Standards

Companies listed on the NYSE are subject to the Corporate Gover-
nance Standards of Section 303A (the NYSE Standards) of the NYSE
Listed Company Manual. Under the NYSE Standards, Siemens AG,

as a foreign private issuer, is permitted to follow its home-country
corporate governance practices in lieu of the NYSE Standards, except
that it is required to comply with the NYSE Standards relating to

the having of an audit committee (comprised of members who are
“independent” under the SOA) and to certain NYSE notification obli-
gations. In addition, the NYSE Standards require that foreign private
issuers disclose any significant ways in which their corporate gover-
nance practices differ from those required of U.S. domestic compa-
nies under the NYSE Standards.

As a company incorporated in Germany, Siemens'AG generally
follows German corporate governance principles, particularly those
set forth in the German Stock Corporation Act (the Stock Corporation
Act), the Co-determination Act and the Codex.

The significant differences between our governance practices and
those of domestic NYSE issuers are as follows:
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Two-Tier Board

The Stock Corporation Act requires Siemens AG to have a two-tier
board structure consisting of a Managing Board and a Supervisory
Board which is not comparable to the one-tier (or unitary) board
system in the U.S. The two-tier system provides a strict separation
of management and supervision. Roles and responsibilities of each
of the two boards are clearly defined by law.

The composition of the Supervisory Board is determined in accor-
dance with the Co-determination Act, which requires that one-half
of the required 20 Supervisory Board members must be elected by
our domestic employees. In the event of a tie vote at the Supervisory
Board, the Chairman of the Supervisory Board is entitled to cast a
deciding vote.

Independence

Under this two-tier board system, our methods for determining and
ensuring the independence of our Supervisory Board differ from
those of the NYSE Standards, which generally contemplate a U.S.-
style, one-tier system. In contrast to the NYSE Standards, which
require the board to affirmatively determine the independence of the
individual directors with reference to specific tests of independence,
German law does not require the Supervisory Board to make such
affirmative findings on an individual basis. At the same time, the
Bylaws of our Supervisory Board contain several provisions to help
ensure the independence of the Supervisory Board’s advice and
supervision. Furthermore, the members of the Supervisory and Man-
aging Boards are strictly independent from one another; a member
of one board is legally prohibited from being concurrently active on
the other. Supervisory Board members have independent decision -
making authority and are legally prohibited from following the direc-
tion or instruction of any affiliated party. Moreover, Supervisory
Board members may not enter into advisory, service or certain other
contracts with Siemens, unless approved by the Supervisory Board.
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Committees

The NYSE Standards require the creation of several specified board
committees composed of independent directors and operating pur-
suant to written charters that set forth their tasks and responsibili-
ties. The Supervisory Board of Siemens AG has created several com-
mittees. In addition, both the Audit Committee and the Chairman’s
Committee have written bylaws - adopted by the Supervisory Board
based on the NYSE Standards - addressing their respective purposes
and responsibilities. Nevertheless, German law precludes certain
responsibilities from being delegated to a committee, such as the
selection of the independent auditors, who are required by German
law to be elected at the shareholders’ meeting. The independence

of the members of our Supervisory Board committees is governed
by the independence standards, set forth above, applicable to Super-
visory Board members.

Collectively, our Supervisory Board committees are responsible
for many of the same functions as the committees required under
the NYSE Standards. Yet, while the tasks performed by committees
meeting the NYSE Standards and the committees formed by Siemens
AG are similar in the aggregate, the specific division of the various
tasks among the committees differs.

For example, our Chairman's Committee performs many of the
tasks that nominating, corporate governance and compensation
committees perform under the NYSE Standards - such as, making
recommendations to the Supervisory Board on the appointment and
dismissal of members of the Managing Board, determining the Man-
aging Board's employment framework and remuneration, and corpo-
rate governance issues.

Qur Audit Commiittee is subject to the standards of the SOA and
the Securities Exchange Act of 1934, as applicable to a foreign private
issuer, and it performs functions similar to those of an audit commuit-
tee under the NYSE Standards.

As discussed above, Siemens AG also has an Ownership Rights
Committee and a Mediation Committee, the latter of which is
required by German law. Neither is required under the NYSE Stand-
ards.
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Shareholder Approval of Equity Compensation Plans;

Stock Repurchases

The NYSE Standards generally require U.S. domestic companies to
obtain shareholder approval of all equity-compensation plans
(including stock option plans) and any material revisions to them.
Our adoption of stock option plans and any material revisions there-
to require the approval by our shareholders in so far as the issuance
of shares and/or stock options under authorized or contingent capi-
tal authorizations requires shareholder approval (which approval
requires consideration of the key elements of the applicable option
plan or relevant modifications). The 2001 Siemens Stock Option Plan
was so approved in 2001. Similarly, before we may repurchase our
shares in the market(s), any such buy-back - as well as our use of
such repurchased shares for, among other things, offers to members
of the Managing Board and/or our employees - generally requires
our shareholders’ approval. Such approval was provided during our
January 22, 2004 Annual Shareholders’ Meeting and such matters
will generally be voted upon annually.

Corporate Governance Guidelines

Various documents pertaining to our corporate governance - includ-
ing Siemens’ Articles of Association, the Bylaws of the Supervisory
Board and those of its committees, and the report on our fulfillment
of the requirements of the Codex - may be found on our internet
website at www.siemens.com/corporate_governance. The informa-
tion on our website is not incorporated by reference into this Report.




CORPORATE GOVERNANCE REPORT

Declaration of Conformity with the Codex Declaration
At their meetings on November 9 and 10, 2004, respectively, the of Conformity
Managing Board and the Supervisory Board approved the following

Declaration of Conformity pursuant to § 161 of the German Stock

Corporation Act:

Siemens AG has fully complied with the recommendations of the
German Corporate Governance Code (“Codex”) - in the version of
May 21, 2003 - except in the respects identified in our declaration
of November 12, 2003 (Managing Board compensation not reported
on an individualized basis, our D&O insurance without a deductible);
and will fully comply with such recommendations of the Codex,
except in one respect (our D&O insurance without a deductible).

Berlin and Munich, November 10, 2004

Siemens AG
The Managing Board The Superv